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FOREWORD 


This volume contains the complete text of the Internal Eevenue 
Code of 1939, including 1955 amendments through the end of the 
First Session of the 84th Congress. 

The singular nature of the taxation field requires preservation 
of the 1939 Code despite the enactment of the Internal Revenue 
Code of 1954. Congress, in recognition of this fact, h^ enacted 
a number of retrospective amendments to the 1939 Code after 
the 1954 revision date. Not only are such amendments expect- 
ed to continue but it is anticipated that cases will arise under 
various provisions of the 1939 Code for some time to come. 

Internal Revenue Acts 

Special volumes of Title 26 preserve and make conveniently 
available the full original text of all Internal Revenue Acts enact- 
ed by the Congress since the adoption of the United States Code, 
beginning with the Revenue Act of 1924. 

These reference volumes are indispensable in resolving ques- 
tions arising under such earlier laws. 

Tables 

Valuable official Tables are set out in this volume as follows: 

Table I lists the sections of the 1939 Code and indi- 
cates the sections of the 1954 Code that cover the sub- 
ject matter contained in the earlier provisions. 

Table 11 lists the sections of the 1954 Code and shows 
the sections of the 1939 Code from which they are de- 
rived. 

Federal Tax Regulations 

The administrative regulations implanenting the Internal Rev- 
enue Code, 26 U.S.C.A., are published and supplemented in the 
United States Code Congressional and Administrative News. 
These regular volumes preserve, in permanent form, the regrula- 
tions governing federal taxation in effect at the start of each 
year. 

T. *6h0.S.C.A. 


V 



FOREWORD 


The regulaidons are kept to date on a current basis throughoui 
the year by the publication of the amendatory and supplementarj 
regulations in the current Pamphlets of the United States Cod< 
Congressional and Administrative News. 

Historical Notes 

Included in this volume are amendment notes, legislative his 
tory references, and many other aids that are necessary for < 
complete understanding of the basic law'. 

Tax Court Rules 

For convenient and useful reference the Rules of Practice oJ 
the Tax Court of the United States, as revised "to date, are sei 
out following section 7453 of Title 26, Internal Revenue Code oJ 
1954. 


Supplementary Service 

This volume will be kept up-to-date through your Urutec 
States Code Annotated supplementary service consisting oJ 
Pamphlets and Cumulative Annual Pocket Parts. 

The Publishers 

October 1, 1955 
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TABLE I 


This Table lists the sections of the Internal ReTenne Code of 1939, 
as amended, 26 U.S.O.A., and indicates the sections of the Internal 
Revenue Code of 1954 which cover similar subject matter. 


Former Present 

26 U.S.C.A. 26 U.S.C.A. 

1939 Code 1954 Code 

Sec. Sec. 

1 Omitted 

2 7806(a) 

3 Omitted 

4 Omitted 

11 1 

12(a) ..Omitted 

12(b) (1), (2) ...Omitted 

12(b) (3) .1 

12(c) ...1 

12(d) 2 

12(e) Omitted 

12(f) ...1 

12(g) Omitted 

13(a) Omitted 

13(b) 11 

13(c)-(f) Omitted 

14 Omitted 

15(a), (b) 11 

15(c) 1551 

21 C3 

22(a) 01 

22(b)(1) 101 

22(b)(2)(A) 72 

22(b) (2) (B) ...72, 403 

22(b) (2) (0) 72 

22(b)(3) ..102, 

22(b)(4) 103 

22(b)(5) 104 

22(b)(6) 107 

22(b)(7) 804 

22(b)(8) 115,620,892,893, 

911, 912, 933, 
943 

22(b)(9) 108 

22(b) (10) 108 

22(b) (11) 109 

22(b) (12) Ill 

22(b) (13) 112 

22(b) (14) 113 

22(b) (16) 621 

22(b) (16) ...'...114 


Former Present 

26 U.S.C.A. 26 U.S.C.A. 

1939 Code 1954 Code 

Sec. Sec. 

22(c) 471 

22(d) (l)-(5) 472 

22(d)(6) 1321, 6165(a) 

22(e) 301(a) 

22(f) 1001 

22(g) 861,862,863,864 

22(h) Chapter 1, Sub- 

chapter Q, 
Part m 

22(1) Omitted 

22(j) 76 

22(k) 71 

22(t) 691 

22(m) 73, C201(c) 

22(n) 62 

22(0) 75 

23 161, 211 

23(a)(1)(A) ....162 
23(a)(1)(B) ....162 

23(a) (1)(0) 263 

23(a)(2) 212 

2.3(b) 163, 265 

23(c)(1) 164 

23(e) (2) Omitted 

23(C)(3) 164 

23(d) 164 

23(e) 165 

23(f) 105 

23(g) .165 

23(h) 165 

23(i) 165 

23(J) 1091 

23(lc)(l) 166,693 

23(lc)(2) 166(g) (1), 166(e). 

682 

23(k)(3) 165(g)(2) 

23(k)(4) 166 

23(k)(5) 166 

28(k) (6) 271, 166 

28(f) : 107 

23(m) 611 



TABLE I 


Former 

Present 

26 U.S.C.A. 

26 U.S.C.A. 

!939 Code 

1954 Code 

Sec. 

Sec. 

23(n) 

167 

23(0) 

170 

28(p) 

404 

23(q) 

170 

23(r) 

591 

23(s) 

172 

23(t) 

168, 169 

23(u) 

215 

23(v) 

171 

23(w) 

691 

23(x) 

213 

23(y) 

Omitted 

23(z) 

216 

23(aa)(l) . 

141 

23(aa)(2) . 

36 

23(aa)(3) . 

144 

23(aa) (4) , 

4, 142 

23(aa) (5) . 

142 

23(aa)(6) « 

143 

23(aa)(7) _ 

144 

23(bb) 

173 

23(cc) 

616 

23((id) 

592 

23(ee) 

1202 

23(ff) 

615 

24(a) 

261 

24(a)(1) ... 

262 

24(a) (2), (3) 

263 

24(a)(4) ... 

264 

24(a)(5) ... 

265 

24(a)(6) ... 

264 

24(a)(7) ... 

266 

24(b) 

267 

24(c) 

267 

24(3) 

273 

24(e) 

1451 

24(f) 

268 

25(a) 

35 

25(b)(1) 

151 

25(b)(2) 

153 

25(b)(3) ... 

152 

26 

241 

26(a) 

242 

26(b) 

246 

26(b)(1) ... 

243 

26(b)(2) ... 

244 

2C(b)(3) ... 

245 

26(c) 

....545, 556 

2C(d) 

-..-535, 545, 601 

26(e) 

Omitted 


Former 
26 U.S.C.A. 
1939 Code 
Sec- 

26(f) _ 

26 (g) _ 

26(h) _ 
26(i) _ 
27(a) _ 
27(b) .. 
27(c)~(i) 
28 

31 

32 

S3 

34 


Present 
26 U.S.C.A, 
1954 Code 
Sec. 

.561, 562, 564 
.565 
247 
922 
561 

535, 562 

562, 564 

565 

33 

32 

6401 

Omitted 


35 31 

41 441, 446 




42(b)-(d) 

...454 

43 

...461 

44 

...453, 7101 

45 

...482 

46 

...442 

47 

...443, 6011(a) 

48 

...441, 7701 

51 

...6001, 6011(a) 

51(a) 

...6001, 601 2(a), 
6065(b) 

51(b) 

---G0l2(b) (1), 
6013(a), 

6C)14(b) 

51(c) 

...6012(b) 

51(d) 

...6064 

51(e) 

Oniiited 

51(f) 

...60 14(a) and (b), 
6151(a), (b). 
6ir)5(a) 

51(g) 

-..6()12(b), G0l3(b), 
6659 

52 

..60r2(a), (l>), 0062 

53 

..6072, (1081, 6091 

54(aHb) ... 

-.6001 

54(c)-(o) 

. . Omitted 

54(f) 

..(5033(a), 6065(b) 

55 

..6103, 7213(a) 

5G(a) 

..6151(11) 

5C(b) 

-.6152, (5601(c)(2) 

56(c) 

..6161(a), Cll62(a), 
6165, 7101 

56(d)-(f) 

..Omitted 

5C(g) 

..6313 

56(h\ 

..Omitted 

56(i) 

..6t51(b) 

66(j) 

..Omitted 
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Former 

Present 

26 U.S.C.A, 

26 U.S.C.A. 

S939 Code 

1954 Code 

Sec. 

Sec. 

57 

_ Omitted 

58 

.0012(b), 0015, 

59(aHc) 

6064, 6065, 
G073(a), (c), 
6081(a), 6091(b), 
6103, 6161(a) 
.6153 

59(d) 

.G201(b), 6315, 

60 

GGOl(g) 

.601 5(g), C073(b), 

61 

(d) , (e); 6091 
(b). 6153(b), (d), 

(e) 

.Omitted 

62 

.7805 

63 

.6108 

64 

.7701 

101(1)-(11), (13)- 
(10) 

-501 

101(12) 

.521, 522 

101 

-502 i 

102(a) 

..531, 532 

102(b), (c) 

.533 

102(d) 

.535 

102(e) 

.511 

102(f) 

.536 

103 

.801 

104(a) 

.581 

104(b) 

.11 

105 

.632 

106 

- 1347 

107(a) 

.1301 

107(b) 

.1302 

107(c) 

.1304(a) 

107(d) 

.1303 

107(e) 

.1304(b) 

108 

.21 

100 

.021 

no 

.504 

Ill 

.1001 

112(a) 

.1002 

112(b)(1) 

-1031 

112(b) (2) 

.1036 

112(b) (3) 

.354, 355 

112(b) (4) 

.361 

112(b) (5) 

.351 

112(b) (6) 

.332 

112(b)(0)(D) ... 

.7101 

112(b) (7) 

.333 

n 2 (b)( 8 ) 

.1081 


Former Present 

26 U.S.C.A. 26 U S.C.A. 

1939 Code 1954 Code 

Sec. See. 

112(b)(9) 373 

112(b) (10) 371 

112(b) (11) 355 

112(e) 351, 35G, 371, 1031 

112((i) 361, 371 

112(e) 351, 356, 361, 371, 

1031 

112(f) 1033 

112(!!:) 368 

112(h) 368 

112(i) 367 

112(j) Omitted 

112(k) 357, 371 

112(Z) 371 

112(m) 1071 

112(n) 1034 

113(a) 1012 

113(a)(1) 1013 

113(a) (2) 1015 

11.3(a)(3) 1015 

n.3(a) (4) 1015 

113(a)(5) 1014 

113(a) (6) 358, 1031 

113(a) (7) 362 

113(a) (8) 302 

113(a)(9) 1033 

113(a) (10) 1001 

113(a) (11) 1051 

11, 3(a) (12) 1052 

113(a) (13) 723, 732 

113(a) (14) 1053 

113(a) (15) 3.34 

113(a) (16) 10.52 

113(a) (17) .1082 

113(a) (18) 334 

113(a) (19) 307 

113(a) (20) 373 

113(a) (21) 373 

113(a) (22) 372 

113(a) (23) 3.58 

113(b) 1011 

113(b) (1) 1016 

11.3(b)(2) 1016 

11.3(b)(3) 1017 

113(b)(4) 1018 

113(c) 1019 

113(d) 1020 

114(a) 107(f) 

114(b)(1) 612 

114(b)(2) Omitted 
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Former Present 

26 U.S.C.A. 26 U.S.C.A. 

1933 Code 1954 Code 

Sec. Sec. 

114(b) (3) 613(b)(3) 

114(b)(4) 613(b)(4) 

115(a) 301, 316 

115(b) 301, 316 

115(c) 302, 312, 331, 342 

116(d) 301 

115(e) -301 

115(f) 305 

115(g)(1) 802 

115(g)(2) 304 

115(g)(3) 303 

115(h) 312 

115(i) 302, 346 

116(3) 301 

115(li:) Omitted 

115(^) 312 

115(in) 312 

116(a) Oil 

116(b) Omitted 

116(c) 892 

lie(d) 115 

lie(e) 115 

116(f) 943 

110(g) 626 

110(h) 893 

llO(i) 121(a) (17) 

116(3) 912 

116(k) 912 

116(1) 933 

117(a) 1221, 1222 

117(b) 1202 

117(c) 1201 

117(d) 1211 

117(e)(1) 1212 

117(e)(2) Omitted 

117(f) ...1232 

117(g)(1) 1233 

117(g)(2) 1234 

117(g) (3) 1238 

117(h) 1223 

117(1) 582 

117(j) 1231 

117(k) C31 

117(J) 1233 

117(m) 341 

117(11) 1236 

117(0) 1239 

117(p) 1240 

118 1091 

119(a), (b) 861 


Former Present 

26 U.S.C.A. 26 U.S.C.A. 

1939 Code 1954 Code 

Sec. Sec. 

119(c), (d) .862 

119(e) 861, 862, 863 

119(f) .864 

120 170 

121 ...583 

122 172 

123 .77 

124 Omitted 

124A .168 

124B 169 

125 171 

126 691 

127(a), (b) Omitted 

127(c) (1) 1331 

127(c) (2) 1332 

127(c)(3) 1333 

127(c)(4) 1334 

127(c)(5) 1335 

127(d) 1336 

127(e) 1337 

127(f) 1337 

128 1346 

129 269 

130 270 

130 A 421 

131(a) 901 

131(b) 904 

131(c) 900, 6150(a), 7101 

131(d) 005 

131(e) 005 

131(f) 902 

131(g) 001(c) 

131(h) 903 

131(1) _J)05 

141 1501, 1502, 1603, 

1504, 1605, 

6071, 0081(a), 
e091(b) (2), 
6503(a) (2) 

142 ..6012(a), (b), 

C065(a) 

143(a) 14,51 

143(b) 1441 

143(c) 1401, 6011(a), 

6072(a), 6091(b), 
6151(a) 

143(d) 1462 

143(e) 1463 

143(f) 1464,6414 

143(g) 1401 

143(h) 1443,6161 
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1939 CODE TO 1954 CODE 


Former Present 

26 U.S.C.A. 26 U.S.C.A. 

1939 Code 1954 Code 

Sec. Sec. 

144 1442, 6151(a) 

145 7201, 7202, 7203, 

7343 

146 443, 6155(a), 

6601(a), 6658, 
6851, 7101 

147 ..6041(b), (c), 6071, 

6081(a), 6001(a) 

148 6042, 6043, 6044, 

6065(a), 6071, 
6081(a), C091(a) 

149 6045, 6065(a), 

6071, 6081(a), 
6091 (a) 

150 6071, 6081(a), 

609t(a), 7001(a), 
7231 

151 Omitted 

153(a) 6033(b), 6071, 

0081(a). 6091(a) 

153(b) 6034, 6071, 

0081(b), 6091(a) 

153(c) 6104 

153(d) 7201, 7203 

154 692 

161 ..041 

162(a) 642(c) 

162(b) 0.51,052,661,662 

ie2(c) 001 

162(d) 04,3, 063 

162(e) 042 

102(f) 042 

102(g) 681 

103(a)(1) 042 

103(a)(2) 042 

103(b) ..042 

103(c) 042(n), (1) 

164 0.52, 002 

10.5(a) 401, 501(a) 

lC.5(b) ...402 

105(c) 402 

165(d) 402 

100 676 

167 077 

168 642 

169(a)-(c) 584, 6065 

169(d) (l)-(3) ....684 

169(d)(4) 684 

169(e) 684 

169(f) 6032, 6066(a) 

169(g) 684 


Former Present 

26 U.S.C.A. 26 U.S.C.A. 

1939 Code 1954 Code 

Sec. Sec. 

170 642, 584 

171 682 

172 642 

181 701 

182 702 

183(a), (b) .702, 703 

183(c) 702 

lS3(d) .703(a) 

184 702 

186 702 

187 6031, 6063, 6065(a) 

188 706 

189 702, 703 

190 Omitted 

191 704 

201(a)(1) 802 

201(a) (2), (3) ....807 

201(b) 801 

201(c) (1) 803(a) 

201(c) (2) 803(b) 

201(c) (3) 803(c) 

201(c) (4) 80S(d) 

201(c)(5) 803(e) 

201(c) (C) 803(f) 

201(c)(7) 803(g) 

201(d) 803(h) 

201(0) 803(i) 

201(f) 803(j) 

201(g) .Omitted 

202(a) Omitted 

202(b) 804(a) 

202(c) 800 

203 Omitted 

203 A 805 

204(a)(1) 831(a) 

204(a)(2) 831(b), 832 

204(a) (.3) 831(b) 

204(b) (1) 832(b) (1) 

204(b)(2) 832(a) 

204(b)(3) 832(b)(2) 

204(b)(4) 832(b)(3) 

204(b)(5) 832(b)(4) 

204(b)(0) 832(b)(5) 

204(b)(7) 832(b)(6) 

204(c) 832(c) 

204(d) 832(d) 

204(e) 832(e) 

204(f) 832(c) (12) 

205 841 

206 842 


207(a) (1), (2) ....821(a) 
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Former 

Present 

26 U.S.C.A. 

26 U.S.C.A. 

1939 Code 

1954 Code 

Sec. 

Sec. 

207(a)(3) 

..821(b) 

207(a)(4) 

821(c) 

207(a)(5) 

._822(e) 

207(a)(6) 

.-821(d) 

207(b)(1) 

..822(a), (b) 

207(b)(2) 

...823(1) 

207(b)(3) 

...823(2) 

207(b)(4) 

207(b) (4) (A)- 

...822(a) 

(W) 

.__822(c) 

207(c) 

...822(d) (1) 

207(d) - 

..-822(d) (2) 

207(e) 

...822(e) 

207(f) 

...822(d) (3) 

207(g) 

Omitted 

208 

Omitted 

211 

--871 

212 

...872 

213(a)-(c) ... 

_._873 

213(d) 

...142(b) (1) 

214 

---873 

215 

...874, 6011(a), 
00C5(b) 

216 

---874 

217 

---6011(a), 6012(aX 
6072(c) 

218(a) 

6151(a) 

219 

--875 

220 

--.876 

221 

-.877 

231(a) 

...SSI 

231(b) 

-.882(a) 

231(c) 

_ -882(b) 

231(d) 

-.883 

232(a) 

--882 

232(b) 

-.882 

233 

-.-882, G065(a) 

234 

--882 

235(a) 

...882, 6011(a), 
6072(c) 

235(b) 

--6012(a) 

23G(a) 

--.6151 (a) 

23G(b) 

-.884(1) 

237 

— 884(3) 

238 

-.884(4) 

251 

OOlt(a) 

262 

...932 

2G1 

-.-11 

262 

-.941 

2G3 

-.942 

265 

--.943 


Former 

Present 

26 U.S.C.A. 

26 U.S.C.A. 

1939 Code 

1954 Code 

Sec. 

Sec. 

271 

6211, 6663(C) (1) 

272(a) 

6212(a), (b) (2), 

6213(a) 

272(b) 

6155(a), 6215(a) 

272(c) ... 

6ir>5(a), C213(c) 

272(d) 

G213((l) 

272(e) 

()214(a) 

272(f) 

6212(c), 6213(b) 

(1) 

272(g) 

.6214(b) 

272(b) 

C214(c) 

272(i) 

6152(c), 6C01(c) 

(2) 

272(j) 

6161(b), 6165, 

7101 

272(Ic) 

6212(b) 

273(a)-(i), (l£) 

6155, 6861, 

6S63(a), (b), 
7101 

273(j) 

6404(b) 

274 

6036, 6355(n), 

6161(c), 6503 
(h), 6871, 6872, 
0873 

275 

6501 

276 

6501(0), 6502(a) 

277 

’ 0503(a) 

291 

car. 1(a), 00.59 

292 

..61,5n(a), 6001 

293 

66r)3(a), (b), 6659 

204 

61 ) 01 , 6051(c), 

()Gr>4(a) 

295 

6G01 

29G 

6001 

207 

---GGOl 

298 

6601 

209 

6658 

311 

moi 

312 

0903 

313 

..Omitted 

321 - 

.(no:i 

322(a) (1)-(3) 

-.-.6401, 6402 

322(a) (4) . . 

31 

322(b)(1) .. 

6511 

322(1)) (2) .. 

6511 

322(b) (3) .. 

6511 

322(b)(4) .. 

6151(c), 6513(a), 

Ctm(d) 

322(b)(5) .. 

6511(d) 

322(1)) (0) .. 

— — .65tt(d) 

322(c) 

6512(a) 


XIV 



1939 CODE TO 1954 CODE 


Former 

Present 

26 U.S.C.A. 

26 U.S.C.A. 

1939 Code 

1954 Code 

Sec. 

Sec. 

322(ci) 

_ 6512(b) 

322(e) 

.6151(e), C513(b), 
6Gll(d) 

S22(i:) 

.Omitted 

322(g) 

.C511(d) 

331 

.552 

332 

.553 

333 

.554 

334 

.555 

335 

.556 

336(a), (b), (c) __ 

„556 

336(d) 

.557 

337 

_551 

338 

.C035(a) 

339 

.6035(5) 

340 

.7201, 7203 

361 

.851 

302 

.852, 855 

871 

_1081 

372 

.1082 

373 

.1083 

301 

.Omitted 

302 

.Omitted 

303 

.Omitted 

304(a)-(c) 

.Omitted 

304(d) 

312 

39-1(0), (f) 

Omitted 

305 

Omitted 

306 

Omitted 

400 

3 

401 

4 

402 

4 

403 

30 

404 

4 

421(a), (b) 

501, 511 

421(c), (d) 

512 

422(a) 

512 

422(b) 

513 

423 

514 

424 

515 

480 

1401 

481 

1402 

482 

1403, 6017 

500 

541 

501 

542 

502 

543 

503 

544 

504(a), (b) 

545 

504(c) 

5fS2, 563 

504(d) 

Omitted 

501(0) 

545 

T. 2Gh U.S.O.A. 



Former 

Present 

26 U.S.C.A. 

26 U.S.C.A. 

1939 Cod© 

1954 Cod© 

Sec. 

Sec. 

505(a)-(c) _ 

545 

505(d) 

Omitted 

505(6) 

546 

50G(a)-(h) 

547 

50€(i) _ 

Omitted 

506(j) 

Omitted 

507(a) 

Omitted 

507(b) 

543 

508 

Omitted 

509 

531 

510 

Chapter 1, 

Siibchapter G, 
Part III 

511 

6103, 7213(a) 

650 . 

1471 

651 

1471 

722(g) 

6105 

800 _ 

2001, 2101 

801 

Omitted 

S02 _ 

Omitted 

810 

-«-2001(a), 2011(a), 
2011(b) 

811 

2031(a) 

811(a) 

--.-2033 

8i:(b) 

--2034 

811(c) 

-.2035, 2036, 2037 

811(d)(1) 

— .2038(a) (1) 

811(d) (2) 

....2038(a) (2) 

811(d)(3) __ 

— -2038(b) 

8n(d)(4) __ 

Omitted 

811(0) 

---2040 

811(0 

---2041 

811 (S) 

---2042 

811(b) 

--2044 

811(i) 

2043(a) 

811(j) 

---2032 

811 (k) 

---2031(b) 

811(0 

--2035 

811 (m) 

Omitted 

812 

--.2051 

812(a) 

Omitted 

812(b) 

--2043(b), 2053, 
2054 

S12(c) 

---2013 

812(d) 

---2055 

812(0) 

— .2066 

813(a)(1) 

Omitted 

813(a)(2) 

--2012 

813(b) 

---2011 

813(C) 

---2014 



TABLE I 


Former Present 

26 U.S.C.A. 26 U.S.C.A. 

1939 Code 1954 Code 

Sec. Sec. 

820 _.60S6, 6091(a) 

821(a) 6018, 6065(a) 

821(b) 6071, 0076(a), 

60Sl(a) 

821(c) e091(b) 

821(d) 6001 

821(e) Omitted 

822(a)(1) 6151(a) 

822(a) (2) 6161(a) (2), 6165, 

0503(d), 7101 
822(b) 2002 

823 6314(b) 

824 Omitted 

825 ..2204 

826(a) 7404 

S20(b) 2205 

826(c) 2206 

826(a) 2207 

827(a) C324(a)(l), 

6325(a) (1) 

S27(b) C324(a) (2) 

827(c) C324(a) (3) 

828 Omitted 

840 Omitted 

841 Omitted 

850 2202 

851 Omitted 

860 2101 

861 2102, 2103, 2106 

862 2104 

803 ...2105 

804(a) 0018, 0005(a) 

8G4(b) 0071, 6075(a), 

OOSl(a) 

864(c) C091(b) 

805 Omitted 

870 021 1(a), 

C053(c) (1) 

871(a) C212(a), 0213(a) 

871(b) 6155(a), C215(a) 

871(c) 6155(a). 6213(c) 

871(d) 6213(d) 

871(0) 6214(a) 

871(1) .6212(c). 6213(b) 

871 (K) 6214(0 

871(h) ClOl(b) (2), 6165, 

(!5()3(d), 7101 

871(1) 6165, e653(b), 

e659(a) 

8T2(a) 6155(a), 6861(a) 


Former Present 

26 U.S.C.A. 26 U.S.C.A. 

1939 Code 1954 Code 

Sec. Sec. 

872(b) ..OSOKb) 

872(c) 6801(0 

872(d) 68Cl(d) 

872(c) 6SCl(e) 

872(f) 6803(a), (b) (2), 

7101 

872(g) . 6155(a), CSG3(b) (1) 

872(h) 6S03(a), (b) (2) 

872(i) C155(a), 6861 (f) 

872(j) 6861(g) 

873 G404(b) 

874(a) 6501 (a) 

874(b) (1) 6501(c) (1), 6501 

(0 (3) 

874(b)(2) 6502(a) 

874(b)(3) 2016,6071,6081, 

6001, 6155 

875 6503(a)(1) 

876 Omitted 

890 0601(a), 6001(b), 

COOl(f) (1) 

891 C1.5.5(a), G601(a), 

0001 (d). 6601 
(f) (1) 

892 6G01(a), 6001(c) 

(3) 

893 ..6C01(a), (c), (f) 

894(a) ...60.51(a), 6053(a) 

894(b) 7201, 7202, 720.3, 

7207. 7269, 7343 

900(a) OnOKa), (b) 

900(b) 6001(c) 

900(c) 6001(f) 

900(d) 6904 

900(e) COO 1(h) 

901(a) e903(a) 

001(b) C903(a) 

901(c) 0903(b) 

901(d) 6212(b) 

910 6511 

911 C512(a) 

912 6512(b) 

913 Omitted 

920 Omitted 

921 Omitted 

925 Cl(i3(a), 

6601(a), (b) 

926 6163(a), 7101 

027 2015 


XVI 



1939 CODE TO 1954 CODE 


Former Present 

26 U.S.C.A. 26 U.S.C.A- 

1939 Code 1954 Code 

Sec. Sec. 

930(a) __2203 

930(b) Omitted 

930(c) Omitted 

930(d) Omitted 

931 Omitted 

935 2001, 2052, 2101 

936(a) ___ Omitted 

936(b) .2012 

936(c) .2014 

937 6018(a), 7203 

938 6103 

939 .2201 

1000(a) 2501 

1000(b) 2511(a) 

1000(c) -.2514 

1000(d) Omitted 

1000(e) Omitted 

1000(f) ...2513 

1000(g) Omitted 

1001(a) 2502(a) 

1001(b) 2502(c) 

1001(c) Omitted 

1002 2532(b) 

1003 2503 

1004(a)(1) 2521 

1004(a)(2) 2522 

1004(a)(3) 2523 

1004(b) 2522 

1004(c) 2524 

1005 2512(a) 

1000(a) e019(a), 6005(a) 

1000(b) 0075(b), G091(b) 

(1) 

1007 6001 

3008(a) 2502(d), 6151(a) 

3008(b) 0101(a)(1) 

1008(c) Omitted 

1008(d) 0313 

1008(e) 03t4(a) 

1009 6324(b), C325(a) 

(1) 

1010 Omitted 

1011 02U(a), 6G53(c) 

(1) 

1012(a) C212(a), 6213(a) 

1012(b) 6155(a), 6215(a) 

1012(c) 6155(a), 6213(c) 

1012(d) 6213(d) 

1012(e) 6214(a) 

1012(f) 6212(c), 6213(b) 

1012(g) 6214(b) 


T. 26 h TT.S.aA.-- 


Former 

Present 

26 U.S.C.A. 

26 U.S.C.A. 

1939 Code 

1954 Code 

Sec. 

Sec. 

1012(h) 

6214(c) 

1012(i) 

6161(b) (1), 6165, 

7101 

1012(j) 

6212(b) 

1013(a) 

6155(a), 6861(a) 

1013(b) 

6S61(b) 

1013(0 

6861(c) 

1013(3) 

6861(d) 

1013(e) ... 

6861(e) 

1013(fi 

6S63(a), 6863(b) 

(2), 7101 

1013(g) 

6155(a), 6863(b) 

(1) 

1013(113 

6S63(a), (b) (2) 

1013(i) 

6155(a), 6861(f) 

1013(j) 

.-.-6861(g) 

1014 

6404(b) 

1015(a) 

6871 

1015(b) 

6155(a), 6161(c), 

6503(b), 6873(a) 

lOlR 

6501, 6502(a) 

1017 

.-..6503(a) (1) 

1018 

Omitted 

1019 

6653, 6659(b) 

1020 

.-..6601(a), (f) (1) 

1021 

6155(a), 6601(a), 

(d), (f) (1) 

1022 

.-..6601(a), (c) (3) 

1023 

6G01(a), 6601(c) 

(1), 6G01(f) (1) 

1024(a) 

7201, 7203 

1024(b) 

7201 

102n(a) . 

6901(a), (b) 

1025(l>) 

0901(c) 

1025(c) 

6901(e) 

1025(d) 

6001(f) 

1025(e) 

6904, 7421(b) 

1025(f) 

6001(h) 

1026(g) 

6901(g) 

102C(a) 

6903(a) 

102G(b) 

6903(a) 

1020(0 

6903(b) 

1027(a) 

6402(a) 

1027(b) 

6511(a), (b) 

1027(0 

6512(a) 

1027(0) 

6512(b) 

1028 

Omitted 

1029 

7805, (a) 

1030(a) 

2502(b) 

, 1080(b) ....... 

2511(b) 



TABLE I 


Former 

Present 

26 U.S.C.A. 

26 U.S,C.A, 

1939 Code 

1954 Code 

Sec. 

Sec. 

1031 

_G103 

1100 

.-7441 

1101 

..7442 

1102(a)-(g) 

..7443(a)-(g) 

Ii03(a)-(d) 

.-7444(a)-(d) 

1104 

..7445 

1105 

..7446 

1106 

..7447 

1110 

..7451 

nil 

..7453 

1112 

..7454(a) 

1113 

..7455 

1114 

..7456(a) 

1114rbl 

..745G(c) 

1115(a) 

..7457(a) 

1115(b) 

..7457(b) 

1116 

.,7458 

1117(a)-(f) 

.-7450(a)-(f) 

1117(g) 

..G15r>(a), CG59, 
G673 

1117(h) 

Omitted 

1118 

,.7400 

1119 

..6902 

1120 

..7461 

1121 

,.7462 

1130 

,.7471 

1131 

,.7472 

1132 

,.7473 

1133 

,.7474 

1140 

.7481 

1141 

-7482 

1142 

.7483 

1143 

.7484 

1144 

.Omitted 

1145 

.7101, 7485(a) 

1146 

-7486 

1250 

.1491 

1251 

.1492 

1252 

.1493 

1253 

.1494, 6071, 6081 
(a), G091(a), 
G151(a) 

1400 

.3101 

MOl(a), (b) 

.3102(a), (b) 

1401(c) 

.G20r>(a), 6413(a) 
(1) 

1401(d)(1) 

.Omitted 

1401(d)(2) 

.Omitted 

1401(d)(3) 

.G413(c) (1) 

1401(d)(4) 

.6413(c) (2) 

1402 

.3502 


Former 
26 U.S.C.A. 
1939 Code 
Sec. 

1403 

1410 

1411 

1412 

1420(a) 
1420(b) ... 
1420(c) ... 


1420(d) ... 
1420(e) ... 

1421 

1422 

1423(a) ... 
1423(b) ... 
1423(c) ... 

1424 

142n(a) ... 
1425(b) ... 
142G(a)-(c) 
142G(f) 
142G(g)-(]:) 

1427 

1428 

1429 

1430 

1431 

1432 

1500 

ir)Ol(a), (b) 
lOOKc) ... 

1502 

1503 

1510 

1511 

1512 

1520 

1521 

1522 

in30(a) ... 
1530(b) ... 


1530(c) ... 
1530(d) ... 

1531 

1532(a)-(e) 
1532(f) ... 
1632(g), (h) 
XVIII 


Present 
26 U.S.C.A, 

1954 Code 
Sec. 

.G051(a) 

.3111 

.r)205(a), 6413(a) 

.3112 

.3501 

.G601(a), (f) (1) 
.6011(a), 6071, 
60Sl(a), 6091(a), 
6302(b) 

.6313 

.3122 

.G205(b), 6413(b) 

.3503 

.GS02(1) 

.6S03(a) (1) 

.GS03(a) (2) 

.7509 

7209 

7208(1) 

3121(a)-(e) 

7701(a) (1) 
3121(f)~(k) 

3123 

3124 

7805(a), (c) 

Omitted 

Omitted 

3125 
3201 

3202(a), (b) 

G205(a) (1), 

(J413(a) (1) 
G205(b), G413(b) 
3r>()2(a) 

3211 

3212 
3502 
3221 

G205(a) (1), 

(Ml3(a) (1) 
620r>(b), e413(b) 
3501 

C()n(a), 6071, 
G08t(a), G091 
(a), 6151(a) 
.6601(a), it) (1) 

6313 

,3503 

3231(a)«(e) 

7701(a) (0) 

3231(f), (g) 



1939 CODE TO 1954 CODE 


Former 
26 U.S.C.A. 
1939 Code 
Sec. 


Present 
26 U.S.C.A. 
1954 Code 
Sec. 


Former 
26 U.S.C.A, 
1939 Code 
Sec. 


Present 
26 U.S.C.A. 
1954 Code 
Sec, 


1532(i) 7701(a)(1) 

1534 3232 

1535 7805(a), (c) 

1536 Omitted 

1537 .Omitted 

1538 3233 

1600 3301 

IGOl(a), (b), (c) _,3302 
leOKd) C413(d) 

1602 3303 

1603 -3304 

1604(a) 6011(a), 6065, 

0071, C091(b) 
(1), (2) 

1604(b) C081(a) 

lon-l(c) 0106 

1005(a) 3501 

1005(h) OOOKa), (f) (1) 

1605(c) Gir)2(a) (3), (b), 

Oir)n(a), 
G(;01(c) (2) 

1005(fl) fil(il(a)(l) 

1005(e) 0,313 

1006 3.30.5 

t007(a)-a) ,3;i00(a)-(.1) 

]00r(k) 7701(a)(1) 

]607(Z)-(o) ;W0G(k)-(n) 

1008 3307 

1000 7805(a), (C) 

1010 Omitted 

1011 3308 

1021 3401 

1022(a), (b) 3402(a), (b) 

1022(c)(1)(A) Omitted 

1622(c) (1) (B), 

(2)-(6) 3402(c) 

1022(d) .3402(d) 

1022(e) 3502(b) 

1622(f)(1) 0414 

1022(f)(2) 0401,0402 

lG22(g)-(k) 3102(e)-(i) 

1023 3403 

1024 3404, 0011(a) 

1025(c) 0081 (a) 

lG20(a) 7204 

302G(b) 0074 

lG26(d) 7205 

1027 Omitted 

1631 0051(a) 

1632 3!)04 

1633(a), (b) e051(a)-(d) 


1033(c) C081(a) 

1634(a) .7204 

1034(b) 66,50,6674 

lC35(a) C501(a) 

1035(b) 6.501(c) (1), (3) 

1635(c) 6501(c)(2) 

lG35(d) 0502(a) 

16,35(e) 6501(b) (2) 

lG35(f) Omitted 

1635(g) Omitted 

103C(a) (1) C511(a), (b) (1) 

lC36(a)(2) C511(b)(2) 

lC3C(b) Omitted 

103C(c) C513(e) 

]C.36(d) ...Omitted 

16.3C(e) Omitted 

1050 ...4001, 4011, 4021, 

4471 

10.51 ..4031 

16.52 Omitted 

10.53 Omitted 

16.54 Omitted 

10.55 Omitted 

1056(a), (b), (c) ...50C3(a), (b), (C) 

1057 Omitted 

1058 Omitted 

105!) Omitted 

1700 .4231, 4232, 6011 

(a) 

1701 42,33 

1702 42.34 

1703 4234 

1704 ...4232 

1710 4241 

1711 4243 

1712 42 12 

1715(a) 4291 

171.5(1)), (c) 01.51(a) 

1715(d) .6415(1)), (c), (d), 

f>-416(a) 

1716(a) 60 11(a), 6005(a) 

1710(b) 0071, 6081(a) 

171C)(c) 0091(1)) (1), (2) 

1717 COOl(a), (f) (1) 

1718(a) 7201,7203 

1718(b) 7201,7202 

1718(c) G0.5f), 0071(a). 

6072 

m8(d) 0671(b), 7343 

1719 6302(b) 

1720 .0001 



TABLE I 


Former Present 

26 U.S.C.A. 26 U.S.C.A. 

1939 Code 1954 Code 

Sec. Sec. 

1721 Omitted 

1722 Omitted 

1723 Omitted 

1800 4301, 4311, 4321 

1801 4311, 4312, 4313, 

4314, 4315, 4381 

1802 4301, 4302, 4304, 


4321, 4322, 
4323, 4341, 
4342, 4343, 
4344, 4351, 
4352, 4353, 
4381 


1804 4371, 4372, 4373 

1805 4891, 4892, 4894, 

4895, 4896, 
7701(a) (1) 

1807 4451 

1808 4303, 4373, 4382 

1809 4383, 4454, 4893, 

C201(a) (2), 
6801(a), (b) 

1815 6804 

1816 Omitted 

1817(a) 6802(1) 

1817(b) 0802(2) 

1817(e) 6802(3) 

1818(a) 0803(b) (1), 7101 

1818(b) 0803(b)(2) 

1819 Omitted 

1820 7271(2), (3) 

lS21(a)(l) ..7201,7203 

1821(a)(2) 7201,7202 

lS21(a)(3) 0053 ( 0 ), 0059, 

6071(a), 0672 

1821(a)(4) 0071 (b), 7343 

1821(b)(3) 4374,7270 

1821(b)(4) 7201 

1822 7208(3), 7271(1) 

1823 7303(1) 

lS23(a) 7208(2) 

1823(b) 7208(3) 

1823(e) 7208(4) 

1830 4453 

1831 4452, 4455, 7272 

1832 4450 

1835 6001 

1836 Omitted 

1837 Omitted 

1838 Omitted 

1850 4280 


Former 

Present 

26 U.S.C.A. 

26 U.S.C.A. 

1939 Code 

1954 Cod® 

Sec. 

Sec. 

1851 

_._4291 

1852(a) 

...6011(a), e065(a), 
6071 

1852(b) 

...6091(b)(1), (2> 

1853(a) 

...61.51(a) 

1853(b) 

..._€151(a) 

1853(c) 

._C601(a), (f)(l> 

1854 

...6415(a), (b), (d). 

1855 

Omitted 

1856 

Omitted 

1857 

.--4287 

1858 

Omitted 

1859 

Omitted 

1900 

-_4881 

1901 

.->4883 

1902 

---4884 

1902(a)(1) 

---6011 (a), C06r>(aX. 
()071 

1902(a)(2) 

...6091(10 (1), (2) 

1902(a)(3) 

...6151(a) 

1002(b) 

...0ir)l(:i) 

1903 

-.-4885 

1904 

...Omitted 

1905 

— .4882 

1906 

-.-4883 

1007 

Omitted 

1020(a) 

— -4851(a) 

1920(b) 

-.--4851(b) 

1920(c) 

— .4871, 6804 

1921 

— .4861 

1922 

--4863 

1923 

— -48tJ4 

1924 

— .4865 

1925 

— .4853, 7492 

1926 

---4854 

1927 

— -48ti2 

1928 

---4872, 6001 

192<9(a) 

--7233(1), (2) 

1!)29(1)) 

— -72(53(b) 

1929(c) 

— -7263(a) 

1930 

---4874, 7493 

1931 

S 

o 

f 

I 

1932 

---4873 

1933 

.-4876 

1934 

---Omitted 

1935 

— .4875 

2000(a) 

...5701(a) 

2000(b) 

...6701(11) 

2000(c) (1) 

— -6701(b) 

2000(e) (2) 

— -6701(c) 

2000(<1> ^ 

... 5701(d). (©). 





1939 CODE TO 1954 CODE 


Former 

Present 

26 U.S C.A, 

26 U.S.C.A. 

1939 Code 

1954 Code 

Sec. 

Sec. 

2000(g)(1) 

_ 5707(a) 

2000(g)(2) 

.5707(b) 

2000(g)(3) 

..5707(e) 

2001(a) 

.5703(a) 

2002(b) 

_ 5703(d) 

2002(c) 

_ 5703(a) 

2010 

5702(b) 

2012 

.5712 

2013 

_5711(.a), (b) 

2014 

.5713(a), (b) 

2017 

_5721 

2018 

_5741 

2019 

.5722 

2030 

_5702(e) 

2032 

.5712 

2033 

..5711 (a), (b) 

2036 

-5721 

2037 

.5741 

2038 

.5722 

2039(a) 

.57n(a),(b) 

2039(b) 

.6722, 5741 

2040 

_ 5704(c) 

2050 

.5702(b) (1) 

2052 

.5712 

2053 

.5711(a), (b) 

2054 

.5713(a), (b) 

2055 

.Omitted 

20.56 

.5741 

2057 

.Omitted 

2058 - 

.5732 

2059 

.5731 

2060 

.5731 

2070-2075 

.Omitted 

2100(a) 

.5723(a) 

2100(b) 

.5723(a) 

2100(c) (1) 

.5723(d) 

2100(c) (2) 

.5723(a) 

2100(d) 

.5723(b), (c) 

2100to 

.5723(a) 

2101 

.5T04(c) 

2102 

.6723(a) 

2103(a)(1) 

-672S(a) 

21(KKe) 

.5752 

2104(a) 

.5751(a) 

2110fa> , 

.5702(c) 

2110(b) 

.6702(d) 

2111fa) fl) 

.6723(a) 

211ira) (2) 

.6723(a) 

2111(a)(3) 

.5723(d) 

2111(b) 

.5723(a) 

2111(0) 

.5723(b), (c) 


Former 
26 U.S.C.A. 
1939 Code 
Sec. 

2m(d) 
2111(e) (1) 
2111(e) (2) 
2111(1) __ 
2112(a) (1) 
2112(e) 

2113 

2130(a) 

2130(b) 

2130(c) 
2130(d) __ 
2135(a) (1) 
2135(a) (2) 
2135(a) (3) 
213G(a) 

2137 

2150 

2151 

2152 

2153 

2154 

2155(a) 


2155(b) _ 
215G(a) _ 

215G(b) _ 
215G(c) _ 
21G0(a) _ 
2tG0(b) _ 
21G0(c) _ 
21G0(d) _ 
21G0(e) _ 
21G()(?() (1) 
21G()(?r) (2) 
21GO(^,0 (3) 
21(J0(h) . 
21G0(i) . 

21Gt(a) . 
21Gl(b) . 
2161(c) . 
2161(e) . 
2tGl(f) . 
2161(g) , 
2161(b) . 
2161(i) (1) 
21610) (1) 
XXI 


Present 
26 U.S.C.A, 

1954 Code 
Sec. 

5723(a) 

5723(a) 

5723(d) 

5704(a), 5723(d) 
5723(a) 

,6752 

5751(a) 

,572S(a), 5762(a) 
(4), 5702(a) (6) 
5723(a), 5762(a) 
(4), 57G2(a) (6) 
572S(a), 5762 
5704(d) 

5704(b) 

5704(c) 

5704(b) 

5706 

5705(a) 

Omitted 
5762(a) (5) 

. Omitted 
, Omitted 
.Omitted 
57G2(a) (4), 
5762(a) (5) 
57G3(a) 

57G2(a) (2), 
5762(a) (3) 
57C2(a) (3) 
57Gl(b) 

57G2(a) (4) 
57G2(a) (5) 
,57G2(a) (5) 
,57G2(a) (5) 
.57G2(a) (0) 
.57G2(a) (8) 
.5762(a) (9) 
.5762(a) (G) 
.5763(a) 

.5762(a) (9), 
5762(a) (10) 
.57C2(a) (1) 
.67e3(c) 

.57G2(a) (1) 
.6762(a) (2) 
.67G2(a) (2) 
.6762(a) (2) 
.6763(b) 

.6763(b) 

.6768(b) 


T. 26h tJ.S.O.A.- 



TABLE I 


Former Present 

26 U.S.C.A. 26 U.S.C.A. 

1939 Code 1954 Code 

Sec. Sec. 

2161(0 (1) .5763(b) 

2161(m)(l) 5761(a) 

2161(m)(2) 5763(b) 

2162(a)(2) 57C2(a)(l) 

2162(a)(3) .5762(a)(2) 

2162(a)(4) 67C2(a)(2) 

2162(a) (5) 5762(a) (2) 

2162(b) (1) 5762(a) (4), 5762 

(a) (5) 

2163 Omitted 

2170(a) (2) 5751(a), 5762(a) 

(5) 

2170(a)(4) ..57G2(a)(6) 

2170(b) 57C2(a) (5), 5763 

(a) 

2171(a) 5703(a) 

2171(b) (1) 57C2(a) (4) 

2171(b)(2) 57C2(a) (4), (a) (5) 

2172(a) 5702(a)(8) 

2172(b) 57C2(a)(0) 

2172(c) 57C2(a)(9) 

2172((J) 57C2(a)(C) 

2172(e) 57C2(a)(9) 

2172(f) 57G2(a)(9) 

2173(a) .5762(a)(5) 

2174 5762(a)(5) 

2175 57G3(a) 

2176(a) (2) 5762(a) (10) 

2176(a) (3) 5702(a) (8) 

2180(a) 5702(a)(1) 

2180(b) .5763(c) 

2180(d) 5702(a)(2) 

2180(e) 57C2(a)(2) 

2180(f) 5702(a) (2) 

2180(g)(1) 5763(b) 

2180(h) ...57C)3(b) 

2180(i) (1) 5763(b) 

2180(k)(l) 5763(b) 

2180(0 (1) 0761(a) 

2180(0 (2) 5763(b) 

2181 Omitted 

2190 5753 

2191 Omitted 

2192 Omitted 

2193 Omiited 

2194 5703(a), 5722. 

5741 

2197(b) 5704(b) 

2108 6705(a) 

2300 4592, 4593 


Former Present 

26 U.S.C.A. 26 U.S.C.A. 

1939 Code 1954 Code 

Sec. Sec. 

2302 4594, 4596, 6001, 

7101, 7641 

2303 4595, 4.597, 6001 

2304 4595 

2305 .4813 

2306 4591, 4812 

2307 4593, 4816 

2308(a) .7234(a) 

2308(b) 72C5(a)(l) 

230S(c) 7234(b) 

2308(d) 7234(d)(4) 

2308(e) .7265(b) 

2308(f) Omitted 

2308(g) 7234(d)(2) 

2308(11) 7234(c) 

2308(i) 72:U(d) 

2308(j) 7265(c) 

2309 7303(2), (.3), (5> 

2310 Omitted 

2311 4591, 4818 

2312 Omitted 

2313 Omitted 

2314 Omitted 

2320 4820 

2321 4811, 4813 

2322 4814, 4820, 6001, 

7101, 7641 

2323 4815, 4820 

2324 481.5, 0001 

2325 4817 

2S2G(a) 72;t5(a), 720.5(a) 

2320(b) 7235(b) 

2.32G(C) 7235(C) 

2327 4812, 4813, 4816,, 

4818, 7235(0), 
72t!.5(b), (c) 

2.3.50 4846 

2.3.51 4831, 4832, 

0201(a) (2) (A) 

2.3.52 4, 8.3.3, 4840, 

(tool, 7101, 704-® 

2.3.53 48.34, 4840 

2354 4,834. 4840 

2.3.55 4.8.32 

23.50 4,831, 4832 

2.3.57 7230, 720(;(b)-(f)' 

2.3.58 7.30.3(21, (4), (5> 

2359 Omitted 

2300 48.35 

2.301 4832 

2362 Omitted 


xxri 



1939 CODE TO 1954 CODE 


Former 

Present 

26 U.S.C.A. 

26 U.S.C.A. 

1939 Code 

1954 Code 

Sec. 

Sec. 

2400 . 

4001, 4003 

2401 

4011, 4012 

2402 

4021, 4022 

2403(a) 

GOll(a), e005(a), 

C071, e081(a), 
C001(b)(l), (2) 

2403(b) 

G151(a), 6601(a), 

(f) (1) 

2403(0 

__4051 

2404 

4052 

2405 

4053 

2400 

4055, 4056 

2407 

-6416(a), (b) 

2408 

Omitted 

2409 

7261 

2410 

Omitted 

2411 

Omitted 

2412 

4002, 4003, 4012, 

4013 

2413 

4054 

2450 

4011 

2451(a) 

GOn(a), 6071, 


()081(a), 
conKb) (1), (2), 
<5-l5t(a) 


2451(b) 

0151(a), 

(KJOUft). (f) (1) 

2452(a) 

0410(1)) (2) (D) 

Cl 

()41()(a) 

2453 

4055, 0410(1.) (2) 

(A) 

2i54 

Omitted 

2455 

Omitted 

2156 

4222 

2470 

4511, 4513 

2471 

0011 (a), 0005(a), 

0071, C081(a), 
0091(b) (1), (2) 

2472 

01 51 (a) 

2473 

G4l7fa) 

2174 

4513, C417(b), 

7101 

2475 

0001(a), (f) (1) 

2477 

4512 

2478 

......... Omitted 

2470 

-Omitted 

2480 

7809(a) 

2481 

------Omitted 

2482 

Omitted 

24a3 

7654 

2490 

4561, 4571, 4581 


Former 

Present 

26 U.S.C.A. 

26 U.S.C.A« 

1939 Code 

1954 Code 

Sec. 

Sec. 

2491 

.4561, 4562, 4571, 
4572, 4581, 4582 

2492 _ 

.4582, 4602 

2403 

.4601 

2494 . . 

. Omitted 

2550 

.4701, 4771 

2550(c) 

.6302(5) 

2551 

.4702 

2552 

.4703, 4771 

2553 

.4704, 4723 

2554 

.4705 

2555 

.4732, 6001 

2555ral 

-C0C5(a) 

2555(b) 

-6071 

2555(C) 

.C0G5(a), 6071 

2555(c) (1) ^ 

.6081(a), e091(a) 

2550 

.4773 

2557(a) 

.7237(b) 

2557(b) (1.) 

.7237(a) 

2557(b) (2) 

.7201, 7203 

2557(b) (3) . 

.7201, 7202 

2557(b) (4) .. 

.6671(a), 6072 

2557(b) (8) ^ 

.GGTl(b), 7343 

2558 

.4706, 4733, 7301(a) 

2559 . 

. Omitted 

2560 

.Omitted 

2561 

-4734 

2562 . . 

.4736 

250;i 

-4774 

2564 

.4735 

2505 

. Omitted 

2507 

.4711, 4712 

256$ 

.4712 

2560 

-4713 

2569(b) 

-7101 

2509(0) 

.6001 

2569(d)(4) 

-7641 

2570 

-7238 

2571 

.4714, 7301(a) 

2590 

.4741, 4771 

2591 

.4742 

2592 

.4743, 4771 

2593 

.4744 

2594(a) 

.6001 

2595 

-4773 

2596 

.7237(a) 

2597 

.7491 

2598 

.4745, 7301(a) 

2599 

.Omitted 

2600 

.Omitted 

2601 

-4756 


XXIII 



TABLE I 


Former 

Present 

26 U.S.C.A. 

26 U.S.C.A. 

1939 Code 

1954 Code 

SCtCa 

Sec. 

2602 

4774 

2603 

4762 

2604 

Omitted 

2606 

Omitted 

2650 

4802 

2651 

4801, 4803 

2651(c)(2) ... 

6201(a) (2) (A) 

2652(a) 

6801(a) 

2653 

4804 

2653(13) 

6001, 7641 

2653(d) 

7101 

2654 

4805 

2655 

4805 

2656 — 

7274 

2e56(a) 

7206(4) 

2656(5) 

7239(a) 

2656(c) 

7271(1), 

7303(6) (B) 

2656(d) 

7239(b) 

2656(0 

7201 

2C5C(&) 

7272 

2G56(h) 

7207(d) 

2656(i) 

7267(c) 

2G56(j) 

7267(a) 

205G(k) 

7267(b) 

2C57(a) 

7303(6) (B) 

2657(1)) 

7303(6) (B) 

26r)7(c) 

7303(6) (A) 

2057 (d) 

7328 

2657(e) 

7301fc) 

2657(f) 

7303(0) (B) 

2658 

Omitted 

2069 

4S03 

2660 

Omitted 

2700 

__.438i, 4182, 4234, 
5831 

2701 

COll(a), 60G5(a), 

0071, C081(a), 
0091 (b)(1), (2) 

2702 

6151(a) 

2703(a) 

C416(f) 

2704 

4216 

2705 

4225, 0410(e) 

270G 

-...C()03(a), (f) (1) 

2707(a) 

G071(a), CG72 

2707(b) 

7201, 7203 

2707(c) 

7201. 7202 

2707(0) 

C071(b), 7343 

2708 

._.-G302(b) 

2700 

0001 


Former 

Present 

26 U.S.C.A. 

26 U.S.C.A* 

1939 Coda 

1954 Cod© 

Sec. 

Sec. 

2710 

Omitted 

2711 

Omitted 

2712 

Omitted 

2720 

5811 

2721 

6812 

2722 

5813 

2723 

_5S14 

2724 

5842. 6001(aV 

2725 

5843 

2726(a) 

5851 

272G(b) 

5852 

2726(c) 

_5853 

2727 

5844 

2728 

5845 

2729 

0861 

2730(a) 

58G2<a> 

2730(b) 

5SG2(b) 

2731 

5840 

2732 

5<sir 

2733 

5848 

2733(a) 

77(n(a) (1) 

2734 

5821 

2T34(e) 

6071, 6001 (a> 

2800(a) 

5001 (fi) (0) 

2800(a)(1) .. 

5001(a) (1), 

5005(a), 

5000(a) 

2SOO(a) (1) (A) 

6026(a) (1). 

5007(a) 

2S00(a) (1) (B) 

5089 

2800(a)(2) .. 

5001 (n) (2) 

2800(a)(3) .. 

5001(a) (3), 

5007(b) (2) 

2S00(a)(4) __ 

5001(a) (4), 
5007(c) 

2800(a) (5) ._ 

5021 (a), 5025(b> 

2S00(a)(6) __ 

.5001(a) (5) 

2800(b) (2) .. 

5000(e) 

2800(o) 

5001 (b) 

28(K)(d) 

500n(b) 

2S00(e)(1) ._ 

n0(Vt(a) (1) 

2800(e) (2) .. 

n()04(a) (2) 

2800(0) (3) .. 

50()4(n) (3) 

2800(e) (4) ._ 

.5(X)4(a) (4) 

2800(C) 

5000(<i), 500T 

(h) (1) 

2801(b) 

.5021(b} 

2801(c)(1) -- 

.5301 

2801(c)(2) .. 

5025(e) 

2801 (d) 

5281 

2801(e) 

^.5025 


XXIV 



1939 CODE TO 1954 CODE 


Former 

Present 

26 U.S.C.A. 

26 U.S.C.A. 

1939 Code 

1954 Code 

Sec. 

SeCi 

2801(e) (1) .. 

5272(a), 5281(a) 

2S01(e) (2) „ 

5273(a), 6627 

2801(e) (3) 

SSSfffbV 5391 

2801(e) (4) 

5386(a) 

2801(e) (5) .. 

5023 

2801(f) 

5628 

2802(a) 

5009(a), 5010(a) 

2802(b) 

5010(b) 

2802(c) 

5027(a) 

2803(a) 

5008(b) (1) (B) 

2803(b) 

5008(b) (3) 

2803(c) 

6008(b) (4) 

2803(d) 

500S(b) (2) 

2803re^ 

5008 (b) (5) 

2803(f) ... 

5640 

2803(g) 

5612 

2804 

5211 

2805(a) 

568S(a) 

2805(b) 

56S8(b) 

280G(a) (1), (2) 

5634 

2806(b)(1) 

5045 

2806(c) 

5625 

2806rd> 

^5630 

280G(e) 

5646 

2806(f) 

5626 

2800(g) 

5687 

2807 

5622 

2808(a) 

5212(a) 

2800(a) .. 

5002(a) 

2809(b)(1) .. 

5002(1)) (1) 

2809(b)(2) .. 

5(>02(b) (2) 

2800(c) 

5002(0) 

2800(d[) 

.... .5002(0) 

2810(a^ 

5174(a), 5601 

2811 

5213(a), 5609 

2812(a) 

5175(n), 5271, 

5603 

2813(a) 

5282 

2814(a)(1) .. 

5170(a), (c), 

5177(c), 6004 

2814(a)(2) ... 

5170(d) 

2ai5(a) 

5177(a), 5605 

2815(b) (1) (A) 

5177(b) (1) 

28ir)(b) (1) (B) 

5177(b) (2) 

2815(b) (1) (C) 

5177(b) (3) 

2815(b) (1) (D) 

5177(1)) (4) 

28t5(c) 

5551(a) 

2815(d) 

5551(b) (1) 

2816(e) 

5551(0) 

2816(a) ... 

5178 

2817(a) 

5179(a) 


Former 

Present 

26 U.S,C.A, 

26 U.S.C.A* 

1939 Code 

1954 Code 

Sec. 

Sec. 

2817rbl 

5179(b) 

2818(a) 

5105(a) 

2818(b) 

5602 

2819 

5171, 5607 

2820(a) 

5173(b), 5192(b), 

5193(a) 

2821 

5682 

2822(a) 

5173(a), 5618 

2823(a) 

5173(c) 

2824 ... 

Omitted 

2825 

5215 

2826(a) 

5196(a), 5617 

2827(a) 

5196(b), 5616 

2828(a) 

519e(c), 5283, 

5616 

2829(a) 

5552 

2S30(a) 

5196(d), 5283 

2831 

511G(a), 51S0(a), 

5274Ca), 5681 

2832 . . 

6172 

2833(a) 

5606 

2834 

5216(a), 

5608(a), (b) 

2835 

Omitted 

2836 

5195(a), 5613 

2837 

Omitted 

2838 

5192(c), 5612 

2839(a) 

510G(e), 5619 

2840 

Omitted 

2841(a) 

51 97(a) (1) (A) 

2841(b) 

5197(a) (1) (B) 

2841(c) 

5620 

2842 

5611 

2843 

5610 

2844(a) 

5197(b) 

2845 

Omitted 

2846(a) 

5007(e) (1) 

2847(a) 

5007(e) (2) 

2848 

Omitted 

2849 

5191(a) 

2850(a) 

5191(a), 6650 

2851 

5682 

2852 

5624 

2853(a) 

5623 

2854 

5649 

2855(a) 

5285(a) 

2856 

5629 

2857(a) 

5114(a), 5285(b), 

6621 

2858 

6114(b) 


XXV 



TABLE I 


Former 
26 U.S.C.A. 
1939 Code 
Sec. 

2859 

2860 

2861(a) ... 
2862(a) ... 
2863(a) ... 
2865(a) ... 
2866 

2867 

2868 

2869 

2870 

2871 

2872 

2873 

2874(a) .. 

2875 

2876 

2877(a) .. 
2878(a) .. 
2878(b) .. 
2878(c) .. 
2878(d) .. 
2879(a) .. 
2879(b) .. 
2879(c) .. 
2879(d) ... 
28S0(a) ... 
2881(a) ... 
2882(a) ... 
2883(a) ... 
2883(b) ... 
2883(C) ... 
2S83(d) ... 
2S83(e) 
2883(f) ... 
2883(g) ... 
2884(a) ... 
2885(a) ... 
2885(b) ... 
2885(d) ... 
2886(a) ... 

2887 

2888(a) ... 

2889 

2890 

2891(a) ... 
2801(b) ... 
2900 ..... 
2901(a) (1) 


Present 
26 U.S.C.A. 

1954 Code 
Sec. 

.5197(a) (2). 

6621 

, Omitted 
.5282(13) 

.5282(c) 

.5115Ca) 

.5630 

.5010(c), 5636 
.5635 
.5637 
.5638 

.5195(b), 5614 
.5214(a), 5641 
.5231, 5241(b) 
.5231, 5241(a) 
.5252 

.5231, 5246(a) 

.5631 

.5192(cl) 

.5193(a) 

.5009(c), 5193(b) 
.5193(c) 

.5193(d) 

.5242(a) 

.500G(a) 

.5232(a) 

.5232(a), (c) 
.5006(b) 

.5245 
.5244 
, 5194(a) 

-5194(d) 

.5194(c) 

.5194(e) (1) 
.5025(d), 5194(f) 
.5194(g) 

.5194(h) 

.5250(a) 

.5247(a) 

.5000(b), 5247(b) 

.5048 

.5247(c) 

.5012(a) 

.5247(d) 
.Omitted 
. Omitted 
.5522(a) 

.5011(a) 

.5006(a) 

.5011(a) (1) (A) 


Former 
26 U.S.C.A. 
1939 Code 
Sec. 

2901(a) (2) 

2901(b) .. 
2901(c) .. 
2901(d) .. 
2903(a) .. 
2903(b) _ 
2903(c) ... 
2903(d) .. 
2903(e) 
2903(0 .... 
2903(g) _ 
2904(a) _ 
2905 

2908 

2909 

2910(a) 

2911 

2912 

2913 

2914(a) 
2915(a) _ 
291 G(a) _ 
3030(a) _ 
3030(a) (1) 


3030(a) (2) 
3030(b) _ 
3031(a) 


3032(a) 

3033(a) 
3034(a) 
3035 . 
303G . 


3037(a) 

3038(a) 

3030(a) 

3040(a) 


I 3041 (a) 
XXVI 


Present 
26 U.S.C.A. 

1954 Code 
Sec. 

5011(a) (1) (B), 
5011(b) 

,50H(a) (1) (B), (2> 
.5011(a) (3) 

.5011(a) (4) 

.5243(a) 

.5008(a) (1) 

.500S(a) (2) 

.5008(a) (3) 
.6008(a)(4) 

.5243(d) 

.5243(c) 

.5243(a), (b) 

.5243(e) 

.5643 

.6044 

.5243(b) 

.5243(f) 

.5632 

5032 

5633 

6241(c) 

, 5104(b) 

.5001(a) (9) 

5001(a) (5), (9). 
5041(a), 5041(b), 
50-l2(a) (2), 

5302, 53C8(b) 
.5022, 6041(b) (4) 
.5043(11) 

.5354, 5362, 

5373(b) (1), 
5373(b) (3), 

5301 

.5373(a). 

5382(b) (2) 
.5373(b) (1) 

.5306 

.5300 

.5025(f), 5373(a), 
5381, 63S2(a), 

(b) (1), (2); 
5383(a), (b) (3), 
(4): 6302 
.53(52, 5373(b)(4) 
,5302 

.5370(n) (1) 

,5351. 5354, 

535(5, 

53f)«(a). (b); 
5300 

.6043(b). 6308(a) 



1939 CODE TO 1954 CODE 


Former 
26 U.S.C.A. 
1939 Coda 
Sec. 

3042(a) .. 
3043(a) _ 

3044 

3045 

3070(a) 
3070(b) .. 

3072 

3073(a) .. 
3074(a) 
3100(a) 
3101(a) 

3102 

3103 

3104(a) _ 
3105(a) _ 
3106(a) __ 

3107 

8108(a) 
3108(b) .. 
3108(c) _ 
3108(d) _ 

3109 

3110 

3111 

3112(a) .. 
3112(b) _ 
3113(a) .. 
3114(a) _ 
3114(b) _ 
3114(c) _ 
3114(d) _ 
3115(a) 

3116 

3117(a) 

3118 

3119 

3120 

ai21(a) .. 
3121(c) __ 
3121(d) 

3122 

3123 

3124(a) 
3125(a) ... 

3125(b) ... 

3126 

3160(a) ... 


Present 
26 U.S.C.A. 

1954 Code 
Sec. 

.5192(a), 5366 
.5661(a), (b); 
5385(b) 

.5381, 5382, 5383, 
5392 

.5381, 5382, 5384, 
5392 
.5331(a) 

.5331(b), (c) 

.5647 

.5332 

.5333 

.5301 

.5302 

.5303 

.5306 

.5309, 5412 
.5305 
,5307 
,5308 
, 5310(a) 

, 5310(b) 

,531 0(c) 

, 5310(d) 

, 5310(a) 

,5502 

, 5001(a) (6) 

, 5004(b), 5005(c) 
,5007(0), 5689 
, 5011(c) 

, 5304(a) 

, 5304(b) 

,^5304(c) 

, 530-1(0) 

,5C8G(a) 

,5G86(b), 7302 

5314 
5688(d) 

5315 

5316 
5313(a) 

5313(b) 

5317(b) 

5317(a) 

5318 

6319 

6001(a) (8), 
5007(d), 6311 
5310(b) 

Omitted 


Former 

Present 

26 U.S.C.A. 

26 U.S.C.A« 

1939 Code 

1954 Code 

Sec. 

Sec. 

3150(b)(1) ... 

5054 

3150(b) (2) ... 

5055 

3150(b)(3) ... 

5689 

3150(c) 

5051(b) 

3152 

Omitted 

3153(b) 

5053(a), 5401(b) 

3153(c) 

5053(b) 

3155(a) 

5401(a) 

3155(b) 

5401(b) 

3155(c) 

5415(a) 

3155(f) 

5412, 5413, 5675 

3156 

Omitted 

3157(a) 

5055 

3158 

5402(a), 5411 

3159(a)-(c) .. 

5671, 5672, 5673, 


5674 

3150(e) 

5670(1) 

3159(f) 

5676(2) 

3159(g) 

5676(3) 

sinofh-^ 

5676(4) 

3i59rn 

6676(5) 

3159(j) 

5674 

3160 

5052(b) 

3170 

Omitted 

3171(a) 

5367, 5555(a) 

3172(a) 

5061(b) 

3173(a) 

5683 

3173(b) (l)-(3) 

5684 

3173(b)(4) ... 

5690 

3173(c) 

5685 

3173(d) 

5(i88(c) 

3174 

5064 

3175 

5557 

317(>fal 

5556 

3177(a) 

5521(a) 

3177(b) 

5521(c) (1), (2) 

3177(C) 

5521(b) 

3177(d)(1) ... 

5521(d) (1) 

3177(d)(2) ... 

5521(d) (2) 

3178 

5523 

3179(a) 

5062(a) 

3179(b) 

5062(b) 

3180 

Omitted 

3182(a) 

5511 

3a82(b) 

5001(a) (7) 

3183(a) 

5217(a) 

3t83(b) 

5217(b) 

3183(c) 

5217(c) 

3100-3195 ... 

Omitted 


6051(a) 


3206 


4821 


XXVII 



TABLE I 


iFormer Present Former 

26 U.S.C.A, 26 U.S.C.A. 26 U.S.C.A. 

1939 Code 1954 Code 1939 Code 

Sec. Sec. Sec. 

3207 7235(d), 72S4 3250(0(3) . 

3208 4822, 4826 3250(0 (4) . 

3210 4841 3250(0(5) . 

.3211 726e(a) 3251(a) 

3212 4842 3251(b) 

3220 „.4721, 6001, 8251(c) 

6151(a) 3252(a) 

3221 4722 3252(b) 

3222 4772 3252(c) 

3223 Omitted 3252(d) 

3224 4724 3253 

3225 7237(a) 3254(b) 

3226 4775 3254(e)(1) . 

3227 i 4725 3254(c) (2) . 

3228 " 4731, 7343, 3254(d) 

7701(a) 

3230 4751, 4752, 3251(e) 

6151(a) 32.54ff) 

3231 4753 3254(g) 

3232 4772 

3233 4754, 6001, 3254(li) 

60G5(a), 6071, .3255(a) 

6081 (a), 6091(a) 325.5(b) 

3234 4755 325.5(e) 

3235 1 7237(a) 3200 

3236 4775 3261(a) 

3237 4750 3261(b) 

-3238 4761, 7701(a) 3263 

3239 Omitted 326.3(a) 

S250(a)(l) 6111(a)(1) 3203(b) 

3250(a)(3) 5111(a) (2) .3267 

3200(a)(4) 5113(a) 3208 . .. 

3250(b)(1) 5121(a)(1) .3270(a) 

3250(b)(2) .5122(0 3271 

3250(b)(4) .5121(a)(2) .3271(n) 

3250(c)(1) 5001 3271(b) 

3250(d)(1) 0111(b)(1) 3271(c)(1) _ 

3250(d)(2) .5111(b)(2) 3272(a) 

32.50(d)(3) 5091, 5113(b) 

32a0(e)(l) .5121(1)) (T) 

S250(c) (2) 5121(1)) (2) 

3250(0) (3) 5121(c) .327.3(a) 

3250(e)(4) .512.3(a) 3273(b) 

3250(f)(1) 5081 .3274 

3250(g) .5113(c) 3275 

3250(h) .5025(g) ,3276 

.32.50(1) O025(li) .3277 

3250(j)(l) 5101 3278 

32.50(j)(3) .5100 3279 

•3250(2) (1) 61.31(a) 3280(a) 

3250(i)(2) 5131(b) 3281 

xxvni 


Present 
26 U.S.C.A. 

1954 Cods 
Sec. 

....5132 

...5133 

...5184 

,. -.5113(d) (1) 

,_-.511S(d)(2) 

,.-.ni23(c) 

.-.5124(a) 

...5124(b) 

._ -5124(c) 

— .5092 
...5691, 7301(a) 

... 5112(a) 

._.5122(a) 

...5111 

.—50.52(a), 5092, 
5402(a) 
...5112(5) 

— .5122(1)) 

...502.5(0), ,5082, 

.5387(c) 

...5102 
...5123(b) (1) 
.-.5123(b)(2) 
...5123(b) (3) 

— ..5801(a) 

— ..5802 
-.5841 
..-.5.803 
—.5.8.54(a) 

— .58n.l(n), (b) 
___4.t61, 4402, 440,3 

— .4-171, 4472, 4473 
_„.5141, 7011(a) 
...4901 

— _. 51 42(a) 

—.5142(b), 01.51(a) 

— ..5104, .5142(c) 

— .5143fa), 001 Ua), 
00n.5(a), 0071, 
KOai(a), C091(b), 
01 .51 (a) 

— .514.5, OSOKa) 

5140, 6S06(a) 

_...5(i93, 727.3(a) 

— .5147, 0107 

— .4000, .5148 

— .4902, ,51 44(a) 

— .4003, 5144(0) 
..-4!)04, 5144(h) 
-.400,5, 5144, 70H(b) 
— -C302{b) 



1939 CODE TO 1954 CODE 


Former Present Former 

26 U.S.C.A. 26 U.S.C.A. 26 U.S.C.A. 

1939 Code 1954 Code 1939 Code 

Sec. Sec. Sec. 

3282 6149, 6302(b) 3321 

3283 4907, 5144(e) 3321(b) ... 

3285 4401,4404,4402. 3321(c) ... 

4421 3322 

3286 6419 3323(a) (1) 

3287 .4403 3323(a)(2) 

3290 4411 3323(a) (3) 

8291 4412, 6091(b) 3.323(b) ... 

3292 4413, 4907, 6107 3324(a) ... 

3293 680C(c) 3324(b) ... 

3294 .7262, 7273(b) 3324(e) ... 

3207 4422 3325 

3298 4423 3326 

3300(a) 0801 (a) 3330 

3300(b) 7208 3331 

3300(c) 6808 3332-.3335 

3301(a) 0801(b), 6804 3350(a) ... 

3301(b) 6808 3350(b) ... 

3303 Omitted 3351(a) ... 

3304(a) 680, 5(a) 3361(b) ... 

3304(b) 0805(b) 3351(o) ... 

8304(c) 680.5(c) 33C0(a) ... 

33t>4(d) 6805(d) 33C0(b) ... 

3304(e) Omitted 

3305 Omitted 3300(c) ... 

3310 6.331(a) 3361(a) ... 

3310(a) 0011(a), 0071, 3301(b) ... 

6601(c)(4), 6650 3361(c) ... 

8310(b) 0011(a), 3400(a), (e) 

C001(c)(4), 6659 3400(b) ... 

S310(c) 6C01(a), 3401 

6001(f)(1), 6659 3403 

3310(d) 61,5.5(a), .3403(o) ... 

6001(f)(1), 6650 3404 

331 0(c) 0059 

S310(f)(l) 6011(a), 0071, 3405 

{!0.S1(a) 3406(a) (1) 

S310(f)(2) 6703(c), 6302(c) 340G(n) (2) 

8311 61,5.5(a), 3406(a) (,3) 

0201(a)(2)(A), 3400(a)(4) 

0001(c) (4), 6059 3406(a) (5) 

8.312(a) 6.501(a) 3400(a) (C) 

8312(b) 6501 (c)(1), 8406(a)(7) 

0.501(c) (3) 3400(a) (8) 

8S12(c) 0,501(c)(2) 34(Ki(a) (9) 

S312(d) 0.502(a) 3400(a) (10) 

3313 5705(a), 0511(a), 3400(b) ... 

0511(b)(1), (2) 3400(c) ... 

3314 Omitted ' 3407 

S.320(a) 7208 

8320(b) Omitted 8408 

XXIX 


Present 
26 U.S.C.A. 

1954 Code 
Sec. 

.7206(4) 

.7301 

.Omitted 

.7301(d) 

.7271(4) 

.7271(4) 

.7208(5) 

.7303(7) 

.7341(a) 

.7341(b) 

.7341(c) 

,7211 

.7304 

,60G5(a) 

,7510 
, Omitted 
.7652(b) (1) 

7652(b) (2) 
,7G53(a) (2) 

7G53(b) 

7053(0) 

7C52(a) (1) 

7101, 7G52(a) (2)v 
7803(c) 

7G52(a) (3) 

7653(a) (1) 

7653(b) 

7G53(c) 

4071, 4072, 4073 

Omitted 

Omitted 

4062, 4063 
,641G(c) 

.4141, 4142, 4143,. 

4151, 4152 
,4111, 4112, 4113 
,4101 
Omitted 
.4121 

.4171, 4172, 4173> 

.Omitted 

.4101, 4192 

.Omitted 

.Omitted 

.Omitted 

.4131 

.4221 

.Omitted 

.4181, 4182, 4224,. 
5831 

.4201, 4221 


T. 2m tr.s.c.A.— 



TABLE I 


Former 

Present 

26 U.S.C.A. 

26 U.S.C.A. 

1939 Code 

1954 Code 

Sec. 

Sec. 

3408(b) 

6416(d) 

3409(a) ... 

4211 

3409(b) 

Omitted 

S412(a)-{f) ... 

4081, 4082, 4083, 

4101, 4102, 
7101, 7232 

3412(g) 

e412(b) 

3413 

4091, 4092, 4093, 
7101 

3414 

Omitted 

3415 

Omitted 

3420 

4521, 4531, 4541, 

4551 

3422 

4521 

3423 

4531, 4532 

3424 

4551, 4552, 4553 

3425 

4541, 4542 

3430 

4601 

3431 

Omitted 

3440 

4217 


3441 4216 

3442 4220, 4224 

3443 6416, 6611 

3444 4218 

3445 4219 

3446 4223 

3447 Omitted 

3448(a) 6011(a), 6005(a), 

6071, 6081(a), 
C091(b), 6151(a) 

3448(b) 0151(a), OGOl(a), 

(f) (1) 

3449 Omitted 

3450 Omitted 

3451 4222 

3453 Omitted 

3460 4281,4282,4283 

3461 6011(a), 6065(a), 

6071, 6081, 
6091(1)), C151(a) 

3462 Omitted 

3465 4251, 4252, 4253, 

4254 

3466 4253, 4292 

3467 4291, 6011(a), 

60G5(a), 6071, 
6081(a), 6091(b), 
6151(a), 6161(a) 

3468 Omitted 

3469(a), (b), (c) _.4261, 4262 


Former 
26 U.S.C.A. 
1939 Code 

3469(d) ... 


3469(e) 

3469(f) 

3470 . 

3471 . 

3472 . 

3473 . 

3474 _ 
3475(a) 
3475(b) 
3475(c) 


3475(d) 

3475(e) 

3480 . 

3481 . 


3482 

3483 
3400 
3491 


3492 

3493(a) .. 
3493(b) . 
3494(a) . 
3494(b) . 

3495 ... 

3496 ... 

3497 ... 

3498 ... 

3500 ... 

3501 ... 

3506 ... 

3507 ... 

3508 ... 
3600 ... 
3601(a) (1) 
3601(a) (2) 
3C01(b) 
3601(c) .. 

3602 

3(K)3 .... 


XXX. 


Present 
26 U.S.C.A, 

1954 Code 
Sec. 

.4291, 6011(a), 
6065(a), 6071, 
C091(b), 6151(a) 
.6081(a), 6161(a) 
.4262, 4202 
.6151(a), 6G01(a), 
(f) 

.6415, 641G(f) 
.Omitted 
.Omitted 
.Omitted 
.4271, 4272 
.4272, 4202 
.4271, 4291, 

6011(a), 6065(a), 
6071, 6091(b), 
6151(a) 

.6081(a), 6161(a) 
.4273, 7272 
.4331, 4301 
4331, 4332, 4341, 
4342, 4343, 

4344, 4351, 

4352, 4353 
4301, 4302 
4382 

4501, 45aS 

4501, 0011(a), 

0071, 0091(b), 
0t51(a) 

4502 

6418(b) 

,6511(0) (2) 

,041 8(a) 

,651 1(e) (1) 

.6001(a), 6601(f) 

Omitted 

.Omitted 

, Omitted 

,4501 

4504 

,7240 

4502, 7701(a) 

4501, 0412(c) 
7001(a) 

7006(a) 

, 7006(b) 

,7342 

.7212(a), (b) 
Omitted 
.6001 



1939 CODE TO 1954 CODE 


Former Present 

26 U.S.C.A. 26 U.S.C.A. 

1939 Code 1954 Code 

S©c- Sec. 

3604(a) 6046(a), 6071, 

6091(a) 

3604(1)) .-6040(b), 6046(c), 

6065(a) 

3604(c) 7203, 7201 

3611(a)(1) ..6011(a), 6065, 

6081(a), 
6001(a), 
6091(b) (1), 
6091(b) (2) 

3611(a)(2) 6020(a), 6065 

3611(b) 6071 

3611(c) 6065(a), 6071, 

6091(a), 
6091(b) (1), 
6091(b) (2) 

3612(a) 6020(b) 

3612(c) 6020(b) 

3612(6) (1) 065 1(a) 

SC12(d)(2) 6G53(b) 

8C12(e) Omitted 

3G12(f) 6201(a)(1) 

3613 0021 

:50>14 7002, 7005(a) 

3015 7005(a) 

3015(a) 7602 

3015(b) 7602 

3615(c) 7002 

3015(d) 7003 

3(il5(e) 700 1(b) 

301G(a) 7207 

301 0(b) 7210 

3010(c) Omittod 

3017 Omittod 

3030 0101 

3031 7()05(b) 

3G33(a) 7(i22(a) 

3032(a)(1) 7<UI2 

3032(b) 7(i22(b) 

3633 7402(1>) 

3fl33(a) 7004(a) 

3033(b) ...OmiUod 

3634 GOBI (a) 

3040 0201 (a) 

3641 ..0203 

3042 0204 

3643 Omitted 

3644 6202 

3645 Omitted 

3040 Omitted 


T. 2«h tr.S.C.A.— c 


Former Present 

26 U.S.C,A. 26 U.S.C.A. 

1939 Code 1954 Coda 

Sec. Sec. 

3647 ..e201(a) 

3650 7021 

3651(a)(1) ..6301 

3651(a) (2) Omitted 

3651(b) ..Omitted 

3652 e302(a) 

3653(a) 7421(a) 

3653(b) 7421(b) 

3654 Omitted 

3665(a) 6303(a), 6659 

3e55(b) e601(a), 

6601(f) (1). 
6659 

3650(a)(1) 63U(a) 

365G(a) (2) (A) 6311(b) (1) 

3C5e(a) (2) (B) 6311(b) (2) 

3056(b) (1) G311(a) 

3C56(b)(2) C311(b)(l) 

3657 6312(a) 

3058 0313 

3G59(a) C314(a) 

3650(b) Omitted 

3GC0 C331(a) 

3GG0(a) 61.55(a), 6862 

3600(b) GSC3(a), 7101 

3,601 7501 

3062 Omitted 

;?(!63 Omitted 

3670 6321 

3671 6322 

3072 7207 

3072(a) <!.323(a) 

.•{072(b) 0323(d) 

3073(a) C325(a) (1) 

3073(b) 6,325(a) (2) 

.3074 (a) C325(b) (1) 

3674(b) 0;{2.5(b) (2) 

3675 632.5(c) 

.3676 7102 

3({77 Omitted 

.3078 ..74a3 

3679(a) 7424(a) 

3070(b) Omitted 

3670(c) 7424(b) 

3670(d) 7424(C) 

3680 Omitted 

3090 C3.31(a), (b) 

3091 03.34 

3092 .—-6331(a), (b), 

6334(c) 





TABLE I 


Former 

Present 

26 U.S.C.A. 

26 U.S.C.A, 

1939 Code 

1954 Code 

Sec, 

Sec. 

3693 

6335(e) (2) (E) 

3693(a) 

6335(a) 

3693(1)) 

6335(b) 

3693(c) 

6335(d) 

3693(d) 

6335(e) (2) (F) 

3694 

6342(a) 

3695(a) 

6335(e) (1), 

6335(e) (2) (A) 

3695(b) 

6335(6) (2), 

7505(a) 

3695(c) 

7505(b) 

3696 

6337(a) 

3697(a) 

6339(a) (1) 

3697(b) 

6339(a) (2) 

3G97(c) 

6339(a) (3) 

3697(d) 

6339(a) (4) 

3698 

Omitted 

3700 

6331(a), (b) 

3701 

6335(e) (2) (B) 

S701(a) 

6335(a) 

3701(b) 

6335(b) 

3701(c) 

6335(d) 

3701(d) 

6335(e) (1), 

(2) (A), (B) 

3701(e) 

C335(e) (1) 

3701(f) 

6335(e) (2) (D), 

(F), 6335(e) (3) 

3702(a) 

6337(a) 

3702(b)(1) ... 

6337(b) (1) 

3702(b)(2) ... 

6337(b) (2) 

3702(c) 

6337(c) 

3703(a) 

6338(c) 

3703(b) 

633S(a) 

3704(a) 

6338(c) 

3704(b) 

6338(b) 

3704(c)(1) 

6339(b) (1) 

3704(c)(2) 

6339(b) (2) 

3705 

Omitted 

3706(a) 

6340(a) 

3706(b) 

6340(a) 

3700(c)-(e) .. 

Omitted 

3700(f) 

6340(b) 

3707 

-.--Omitted 

3710(a) 

6332(a) 

3710(b) 

6332(b) 

3710(c) 

6332(c), 7343 

3711 

6333 

3712 

6335(c), 6342(b) 

3713 

Omitted 

3714(a) 

Omitted 

8714(b) 

6502(b) 


Former 

Present 

26 U.S.C.A. 

26 U.S.C.A. 

f939 Code 

1954 Code 

Sec. 

Sec. 

3715 

e33i(c) 

3716 

6341 

3717 

Omitted 

3720(a)(1) ... 

7301(a) 

3720<a)(2) ... 

7301(b) 

3720(a)(3) ... 

7301(c) 

3720(b) 

7321 

3720(0 

Omitted 

3721 

7322 

3722 

7324 

3722(a) 

7324(1) 

3722(b) 

7324(2) 

3722(c) 

7101, 7324(3) 

3722(d) 

7324(4) 

3723(a) 

7323(a) 

3723(b) 

7323(b) 

3723(c) 

7323(c) 

3723(d) 

Omitted 

3724 

7101, 7325 

3725 

6807 

3726 

7327 

3727 

Omitted 

3740 

7401 

3742 

Omitted 

3743 

Omitted 

3745 

Omitted 

3746(a) 

7405(a) 

3746(b) 

C532(b), 7405(b) 

3746(c) 

Omitted 

3746(d) 

6002 

3747 

7406 

3748 

6531 

3760 

7121 

3761 

7122 

3762 

7206(5) 

S770(a)(l) ... 

6402(a), e404(a) 

3770(a) (2) ... 

6401(a) 

3770(a) (3) ... 

6407 

3770(a)(4) 

6402(a) 

8770(a)(5) ... 

6402(a), 

e4(H(a) 

3770(b) 

7423 

3770(b)(1) ... 

7423(1) 

377(Xb) (2) ... 

7423(2) 

3770(C) 

6401(c) 

3T71(a) 

eoii(a) 

8771(b)(1) ... 

6011(b) (1) 

3771(b) (2) ... 

eeiKb) (2), 

OeiKe) 

3771(c) 

6611(c) 


XXXII 



1939 CODE TO 1954 CODE 


Former 

Present 

26 U.S.C.A- 

26 U.S.C.A. 

1939 Code 

1954 Code 

Sec. 

Sec. 

3771(d) 

. Omitted 

3771(e) 

.6Gll(f) 

3771(f), (g) 

. Omitted 

3772(a)(1) 

.7422(a) 

3772(a)(2) 

.G532(a) (1) 

3772(a)(3) 

.C532(a) (4) 

3772(b) 

.7422(b) 

3772(c) 

. Omitted 

3772(d) 

.7422(c) 

3772(e) 

.7422(d) 

3773 

. Omitted 

3774 

.cr)14(a) 

3774(b) 

.C532(a) (2) 

3775 

.C514(b) 

3777(a) 

.C)405(a) 

S777(b) 

.G405(b) 

3777(c) 

.G405(e) 

3778 

. Omitted 

3779(a) 

.G091(a), 

GlG4(a) 

3779(b) 

,0005 (a), 0071, 
0081(a), G164(b) 

8779(c) 

-01G4(c) 

8779(d) 

,GlG4(d) 

3779(e) 

,01G4(e) 

3779(f) 

,GlG4(f) 

3779(g) 

-G104(g) 

3779(h) 

.GXr)r)(a), G164(h) 

3779m _ 

.GGOl(a), G601(e), 
GGOKf) (1) 

3780(a) 

,G0G5(a), (b), 6071, 
6091(a), G411(a) 

3780(b) 

,G411(b) 

3780(c) 

,.G213(b) (2) 

3781 

,.01G4(i), 6411(c) 

3790 

..0400, GGn(g) 

S791(a) 

,,G071, GOSl(a), 
G091(a), 

6091(b) (1), (2), 
780r)(a) 

3791(b) 

-7805(b) 

3792 

.7623 

3793 

.7200(3) 

3793(a)(2) 

.7303(8) 

3793(b) 

.7200(2), 7207 

8793(b)(2) 

.7343 

3794 

.GOOl(a) 

3795(a) 

.750G(a) 

3795(b) 

.7500(b) 

3795(c) 

.750G(c) 

8795(d) , . 

-7506(d) 


Former 

Present 

26 U.S.C.A, 

26 U.S.C.A, 

(939 Code 

(954 Code 

Sec, 

Sec. 

3797(a) (l)-(ll) 

...7701(a) (l)-(ll) 

3797(a) (12) ... 

...7701(a) (13) 

3797(a) (13) ___ 

Omitted 

3797(a) (14)-(20) 

-.1465, 


7701(a) (14)-C 

3797(b) 

...7701(b) 

3797rc^ _ _ 

...7701(C) 

3798 

...7507 

3799 

...77 

3800 

..-7402(a) 

3801 

...1311-1314 

3802 

...7511 

3803 

...7852(a) 

3804(a) 

...7508(a) 

3804(b), (c) 

Omitted 

3804(d^ 

...7508(b) 

3804(6'^ . _ 

Omitted 

3804(f) 

.-.7508(a) 

3805 

.-.6072(e) 

380G 

...1481 

3808 

Omitted 

3809(a) 

...7206(1) 

3809(b) 

...6061, 6064 

3809(c) 

.-.G065(a) 

3810 

Omitted 

3811 

-.7651 

3812 

...G521 

3813 

—503 

3814 

— .504 

3900 

...7802 

3901(a) 

...G801(a), 7805(c) 

3901(b) 

...7803(b) (2) 

3905 

Omitted 

3006 

...Omitted 

3910 

...Omitted 

3011 

... Omitted 

3915 

Omitted 

3916 

Omitted 

3920 

— .7803(a) 

3921 

.-780S(a) 

3930(a) 

— .7801(b) 

3930(b) 

Omitted 

3931 

...7801(b) 

3032 

— 7801(c) 

3940 

Omitted 

3941 

Omitted 

3042 

Omitted 

3943 

-.7803(c), 7101 

3944 

...Omitted 


XXXIII 



TABLE I 


Former 

Present 

26 U.S.C.A. 

26 U.S.C.A- 

3939 Code 

1954 Code 

Sec« 

Sec. 

3950 

Omitted 

3951 

Omitted 

3952 

Omitted 

3953 

Omitted 

3954 

Omitted 

3955 

Omitted 

3960 

Omitted 

3961 

Omitted 

3962 

Omitted 

3963 

Omitted 

3964 

Omitted 

3965 

Omitted 

3966 

Omitted 

3967 

Omitted 

3970 

7808 

3971(a) 

7809(a) 

3971(b) 

7Sa9(b) 

S971(b)(l) 

7809(b) (1) 

3971(b) (2) ... 

7809(b) (2) 

3971(b)(3) ... 

7809(b) (3) 

3975 

7803(d) 

3976 

7803(d) 

3977 

7803(d) 

3978 

7803(d) 

3990 

Omitted 

3991 

Omitted 

3992 

7101, 7402(d), 

7803(0 

3993 

Omitted 

3994 

Omitted 

3995(c) 

7402(d) 

3996 

Omitted 

3997 

Omittod 

4000 

7803(a) 

4001 

Omitted 

4002 

Omitted 

4003 

Omitted 

4010 

7101, 7803(c) 


Former 

Present 

26 U.S.C.A, 

26 U.S.C.A. 

1939 Code 

1954 Coda 

Sec. 

Sec. 

4011 

Omitted 

4012 

Omitted 

4013(a) 

5241 

4013(b)-(d) 

Omitted 

4014 

Omitted 

4015 

Omitted 

4016 

Omitted 

4017 

Omitted 

4018 

Omitted 

4019 

Omitted 

4020 

Omitted 

4021 

Omitted 

4022 

Omitted 

4030 

Omitted 

4031 

Omitted 

4032 

Omitted 

4033 

Omitted 

4040 

7803 (b) (1) 

4041(a) 

7803(a) 

4041(b) 

Omitted 

4042 

7402(c) 

4043 

Omitted 

4044 

. « 1 „ Omitted 

4045 

Omitted 

4046 

Omitted 

4047(a)(1) ... 

7213(b) 

4047(b) 

7214(b) 

4047(c), (d) .. 

Omitted 

4047(e) 

7214(a) 

4048 

7344 

5000 

8001 

5001 

8002 

5002 

8003 

5003 

8004 

5004 

8005 

5010 

8021 

5011 

8022 

5012 

8023 


XXXIV 



TABLE II 

This Table lists the sections of the Internal Revenue Code of 1954, 
(present 26 U.S.O.A.) and indicates the sections of the Internal Rev- 
enue Code of 1939, as amended (former 26 U.S.C.A.), which cover 
similar subject matter. 

Citations to “R. A.*’ refer to the sections of earlier Revenue Acta 


Present 
26 U.S.C.A. 
(954 Code 
Sec. 

1 

2 

3 

4 

5 

11 

12 

21 

31 

32 

33 

34 

35 

86 

3T 

3« 

61 

62 

63 

71 

72 

73 

74 

75 

70 

77 

101 

102 

103 

104 

105 

100 

107 

108 

109 

no 


Former 
26 U.S.C.A, 

1939 Code 
Sec. 

.11, 12(b) (3). 

(c), (f) 

12(d) 

400 

23(aa) (4), 401, 
402, 404 

13, 15, 104(b), 261 
108 

35, 322(a) (4) 

32 

31 

25 

23(aa) (2) 

22(a) 

22(n) 

21 

22(Ic) 

22(b) (2) 

22(m) 

22 ( 0 ) 

22(J), 3709 
123 

22(b) (1) 

22(b) (3) 

22(b) (4) 

22(b) (5) 


22(b) m 
22(b) (9), (10) 
22(b) (11) 


Present 
26 U.S.C.A. 
1954 Code 
Sec. 

111 

112 

113 

114 

115 

116 

117 

ns 

119 

120 

121 

HI 

142 

143 

144 

145 

151 

ir>2^ 

153' 

154 

101 

102 

103 

104 

105 


166 

167 

168 

169 

170 

171 

172 

173 

174 


T. 2Gh U.S.C.A. 


XXXV 


Former 
26 U.S.C.A. 
1939 Coda 
Sec. 

, 22(b) (12) 

, 22(b) (13) 

, 22(b) (14) 

, 22(b) (16) 
22(b) (8), 

(e) 


llG(i) 

23(aa) (1) 

23(aa) (4), (5), 
213(d) 

23(aa) (C) 

23(aa) (3), (7) 

25(b) (1) 

25(b) (3) 

25(b) (2) 

23 

23(a) (1) 

23(b) 

23(c), (d) 

23(e), (f), (g) (1), 
(2), (3), (4). (h), 
(i), (k) (2) 

.23(k) 

.23(0, 23(n), 114(a) 
.23Ct), 124A 
.23(t), 124B 
.23(0), (q), 120 
.23(7), 125 
.23(s), 122 
.23(bb) 



TABLE II 


Present Former 

26 U.S.C.A. 26 U.S.C.A. 

1954 Code 1939 Code 

Sec> Sec> 

175 

211 ..,23 

212 ...23(a)(2) 

213 23(s) 

214 

215 23(u) 

216 23(z) 

217 

241 26 

242 26(a) 

243 26(b) (1) 

244 26(b)(2) 

245 26(b) (3) 

246 26(b) 

247 26(b) 

248 

261 24(a) 

262 24(a) (1) 

263 23(a)(1)(C), 

24(a) (2), (3) 

264 24(a) (4), (6) 

265 23(b), 24(a) (5) 

266 24(a)(7) 

267 24(b), (c) 

268 24(f) 

269 129 

270 130 

271 23(k)(6) 

272 

273 24(6) 

301 22(e), 115(a), (b), 

(6), (e), (j) 

302 115(c), (g) (1), (1) 

303 115(g)(3) 

304 115(g)(2) 

305 115(f) 

306 

307 113(a) (19) 

311 

312 115(C), (b), (I), (m), 

394(d) 

316 115(a), (b) 

317 

318 

331 115(c) 

332 112(b) (6) 

333 112(b) (7) 

834 113(a) (15), (18) 

336 

337 

338 


Present Former 

26 U^.C.A. 26 U.S.C.A. 

1954 Code <939 Code 

Sec. See. 

341 117(in) 

342 .115(c) 

346 115(i) 

351 112 (b) (5), (e), (e) 

354 ..112(b) (3) 

355 ..112(b) (3), (11) 

356 -.112(c), (e) 

357 .112(l£) 

358 113 (a) (6), (23) 

361 112 (b) (4), (d), (e) 

362 113(a) (7), (8) 

363 

367 112(1) 

368 112(g) (1), (2). (b) 

371 U2(.b) (10), (c), 

(d). (e), (k), (I) 

372 ..113(a) (22) 

373 112(b)(9), 


113(a) (20), (21) 

381 

382 

391 

392 

393 

394 

395 


401 lC5(a) 

402 lC5(b), (C), (d) 

403 22(b) (2) (B) 

464 23(p) 

421 130A 

441 41, 48(a), (b) 

442 _ 

443 ’'"””'I--47(a), (c), (e), (g), 

140(a) 

446 41 

451 42(a) 

452 

453 44 

454 42(b), (c), (d) 

461 43 

4C2 

471 22(c) 

472 22(d) (l)-(5) 

481 

482 45 

601 101 except (12) 

and last par., 
lC5(a), 421 

602 Last par. 101 

503 3813 


XXXVI 



1954 CODE TO 1939 CODE 


Present 
26 U.S.C.A. 
!954 Code 
Sec. 

504 

511 

512 

513 

514 

515 

521 

522 

526 

531 

532 

533 

534 

535 

536 

537 

541 

542 

543 

544 

545 

546 

547 

551 

552 

553 

554 

555 

656 

557 

561 

562 

563 

564 

565 

581 

582 

583 

584 

591 

592 

593 

594 

601 

611 

612 

613 

614 

615 


Former 
26 U.S.C.Ao 
1939 Cod® 

Sec. 

3814 

421 

421(c), (d), 422 
422(b) 

423 

424 

101(12) (A) 
101(12) (B) 
116(g) 

102(a) 

102(a) 

102(b), (c) 


26(d), 27(b)(2), 
102(d) 

102(f) 


600 

501 

602, 507(b) 
603 


.337 

.331 

.332 

.333 

.334 

.26(c), 335, 336 
.a3G(d) 

.26(0, 27(a) 

.26(0, 27(b)~(i) 

.504(c) 

.26(0, 27(cHi) 

.26(g), 28 

, 104(a) 

.23(k) (2), 117(1) 
.121 

.160, second sen- 
tence of 170 
,23(r) 

.23(dd) 

,23(k) 

.110 
, 26(d) 

,23(m) 

, 114(b) (1) 

114(b) (3), (4) 

23(fie) 


Present 
26 U.S.C.A. 
1954 Code 
Sec. 

616 

621 

631 

632 

641 

642 


643 
651 
662 
661 
662 
663 

665 

666 

667 

668 

671 

672 

673 

674 

675 

676 

677 

678 
681 
682 
683 

691 

692 

701 

702 

703 

704 

705 

706 

707 

708 

721 

722 

723 

731 

732 

733 

734 

735 

736 
741 

XXXVII 


20(c), (d), 604, 605 
505(e) 

506 


Former 
26 U.S.C.A, 

1939 Code 
Sec. 

.23(cc) 

.22(b) (15) 

.117(k) 

.105 

.161 

.162(a), (e), (f), 
163, 168, 170, 
172 
.162(d) 

.162(b) 

.162(b), 164 
.162(b), (c) 

, 162(b), (c), 164 
lG2(d) 


166 

167 

162(g) 

171 

126 

154 

181 

182, 183, 184, 186, 
189 

183, 189 
191 

188 


113(a) (13) 
113(a) (IS) 



TABLE n 


Present 
26 U.S.C.A, 
1954 Code 
Sec. 

742 

743 

751 

752 

753 

754 

755 

761 

771 

801 

802 

803 

804 

805 

806 

807 

821 

822 


823 

831 

832 

841 

842 

851 

852 

853 

854 

855 
861 
862 
863 
8G4 

871 

872 

873 

874 

875 

876 

877 
881 
882 


883 

884 
801 
802 


Former 
26 U.S.C.A. 
1939 Code 
Sec. 


3797(a) (2) 


.201(b) 

.201(a) (1) 

.201(c) (l)-(7), (d), 

(e) , (f) 

.202(b) 

.203A(b). (c), (d) 
.202(c) 

.201(a) (2), (3) 
.207(a) 

.207(a) (5), (b) (1), 
(4), (c), (d), (e), 

(f) 

.207(b) (2), (3) 
.204(a) 

.204(a) (2), (b)-(l) 
.205 
206 
361 

3G2(a), (b) (l)-(7) 


.3G2(b) (8) 

.110(a), (b), (e) 
.110(c), (d), (e) 
.110(e) 

.119(f) 

.211(a), (b), (c) 

.212 

.213, 214 

.215, 216 

.219 

.220 

.221 

.231(a) 

.231(b), (c), 232(a), 
(b), 233, 234, 
235(a) 

231(d) 

236(b), 237, 238 

103 

116(c) 


Present 
26 U.S.C.A. 
1954 Code 
Sec. 

893 

894 

901 

902 

903 

904 

905 

911 

912 

921 

922 

931 

932 

933 

941 

942 

943 

1001 

1002 

1011 

1012 

1013 

1014 

1015 

1016 

1017 

1018 

1019 

1020 

1021 

1022 

103X 

1032 

1033 

1034 

1035 

1030 

1051 

1052 

1053 

1054 

1071 

1081 

1082 

1083 

1091 

1201 

1202 


XXXVIII 


Former 
26 U.S.C.A. 

1939 Code 
Sec. 

.116(b) 

-22(b) (7) 

.131(a), (g) 

_131(f) (1), (2) 

_ 131(b) 

.131(b) (1) 

_131(c), (d), (e) 
.116(a) 

-116(j), (k) 

.109 

-2G(i) 

.251 
.252 
_ IIG(^) 

.202 

.203 

.llG(f), 205 

.111 

.112(a) 

.113(b), except (l)- 
(4) 

.113(a) 

.113(a) (1) 

.113(a) (5) 

.113(n) (2), (3), (4) 
.lia(b) (1), (2) 
.1130>) (3) 

.113(b) (4) 

.113(c) 

.mid) 

[ 113(e) 

.112(l» (1), (c) (1), 
(e), n3(a) (6) 

.112(f), 113(a)(9) 

.H2(n) 

.112(b) (2) 

.n3(a) (11) 

.lt3(a) (12), (16) 
,113 (a) (14) 

112(m) 

.112(b) (8), 371 
372, llS(a) (17) 

,373 

113(a) (10), 118 
117(c) 

23(ee), 117(b) 



1954 CODE TO 1939 CODE 


Present 
26 U S C.A. 
1954 Code 
Sec. 

1211 

1212 

1221 

1222 

1223 

1231 

1232 

1233 

1234 

1235 

1236 

1237 

1238 

1239 

1240 

1241 

1301 

1302 

1303 

1304 

1311 

1312 

1313 

1314 

1315 

1321 

1331 

1332 

1333 

1334 

1335 

1336 

1337 

1341 

1346 

1347 

1351 

1361 

1401 

1402 

1403 

1441 

1442 

1443 

1451 

1461 

1462 

1463 

14^4 

1465 


Former 
26 U.S.C.A« 

1939 Code 
Sec. 

117(d) 

117(e) 

117(a) (1) 

117(a) (2)-(10) 
117(11) 

117(1) 

117(0 

117(0, (g) (1) 
117(g) (2) 

117(n) 

117(g) (3) 

117(0) 

117(p) 

107(a) 

107(b) 

107(d) 

107(c), (e) 
3801(b) 

3801 (b) 

3801(a) 

3801(c), (d), (e), 
{th (g) 

22(d) (0) 

127(c) (1) 

127(c) (2) 

127(e) (3) 

127(c) (4) 

127(c) (5) 

127(d) 

127(e), (f) 

128 

106 


480 

481 

482 
143(l>) 

144 

143(h) 

143(a) 

143(c) 

143(d) 

143(e) 

143(f) 

3797(a) (16) 


Present 
26 U.S.C.A, 
1954 Code 
Sec. 

1471 

1481 

1491 

1492 

1493 

1494 

1501 

1502 

1503 

1504 

1505 

1551 

1552 

2001 

2002 

2011 

2012 

2013 

2014 

2015 

2016 

2031 

2032 

2033 

2034 

2035 

2036 

2037 

2038 

2039 

2040 

2041 


2042 

2043 

2044 

2051 

2052 

2053 

2054 

2055 

2056 
2101 
2102 
2103 

xxxxx 


Former 

26 U.S.C.A« 

1939 Code 
Sec, 

,050, 651 

,3806 

,1250 

,1251 

,1252 

.1253 

, 141(a) 

, 141(b) 

141(e) 

, 141(d), (e), (f), (g) 
141(h), (i) 

, 15(c) 

800, 810, 935 
822(b) 

810, 813(h) 

813(a) (2), 936(b) 
812(c) 

813(c), 936(c) 

027 

874(b) (3) 

811 (opening par.), 
811(k) 

811(j) 

811 (a) 

8U(1>) 

811(c) (1)(A). 

811(0 

,811(0 (1) (B) 

,811(0 (1) (0), 

(0 (2). (3) 
.811(d) 

,811(0) 

,811 (f), 403(d) (2) 
E.A.1942; 2, P. 
L. 635 (80th 

Coxig.) 

.811(g) 

Sll(i), 812(h) 

,8n(h) 

812 
035(c) 

812(h) 

812(h) 

812(d) 

812(e) 

800, 860, 935 
801(a) (2) 

,8Gl(a) 



TABLE n 


Present Former 

26 U.S.C.A. 26 U.S.C.A. 

1954 Code 1939 Code 

Sec, Sec. 

2104 862 

2105 863 

2106 861 

2201 939 

2202 850 

2203 .030(a) 

2204 825(a) 

2205 82G(b) 

2206 820(c) 

2207 .826(d) 

2501 1000(a) 

2502 1001(a), (b), 

1008(a), 1030(a) 

2503 1003(a), 1003(b) 

2504 

2611 1000(b), 1030(b) 

2512 1002, 1005 

2613 1000(f) 

2514 1000(c), 452(b) (2) 

R A.1942, 2 PX. 

C35 (80th Cong.) 

2515 

2516 

2521 .1004(a)(1) 

2522 1004(a) (2), (b) 

2523 1004(a) (3) 

2524 1004(c) 

3101 1400 

3102 1401(a), (b) 

3111 1410 

3112 1412 

3121 142G(a)-{e), (g)-(l) 

3122 1420(e) 

3123 1427 

3124 1428 

3125 1432 

3201 1500 

3202 1501(a), (b) 

3211 ...1510 

3212 1511 

3221 1520 

3231 1532(a)-(e), 

(fi), (b) 

8232 1534 

3233 1538 

3301 ..1600 

3302 1001(a), (b), (c) 

3303 1G02 

3304 1003 

3305 ..1006 

3306 ..1607(a)-a). (I)-(o) 


Present 

Former 

26 U.S.C.Ae 

26 U.S.C.A. 

1954 Code 

S939 Code 

Sec. 

Sec. 

3307 

1G08 

3308 

1011 

3401 

1021 

3402 

....1622(a)-(d), (g)-0 

3403 

1023 

3404 

1624 

3501 

1420(a), 1530(a). 

1605(a) 

3502 .. 

1402, 1503, 1612, 

1022(e) 

3503 

1422, 1531 

3504 

1032 

4001 

1650, 2400 

4002 

2112(a) 

4003 

2400, 2412(b) 

4011 

1050, 2401 

4012 

2-101, 2412(a) 

4013 

2412(b) 

4021 

1050, 2402(a) 

4022 

2402(a), (b) 

4031 

l(‘>51(a) 

4041 

2450 

4042 

. . . . 

4051 

2103(c) 

4052 

2404 

4053 

2405 

4054 

2413 

4055 

2406, 2453 

4056 

24(K> 

4057 

. . . . 

4001 

.-.-3103(a), (b), (c) 

4062 

. . . „ 

4063 

__ 3 103(c), (d) 

4071 

„_„34(K)(a) 

4072 

3400(c) 

4073 

3400(a) 

4081 

31t2(a) 

4082 

3412(b), 3412(c) 

4083 

3412(a) 

4091 

3413 

4002 

3413 

mz 

3413 

4101 

3412(d) 

4102 

3412(e) 

4111 

3105 

4112 

•.--3405 

4113 

__3l05(b) 

4121 

3406(a) (3) 

4131 

3406(a) 

4141 

3404(a) 

4142 

_»„3404(b) 


Xli 



1954 CODE TO 1939 CODE 


Present 

Former 

te U.S.C.A, 

26 U.S.C.A. 

1954 CodB 

1939 Code 

Sec* 

Sec. 

4143 

S404(a), 3404(b) 

4151 

S404(d) 

4152 

3404(d) 

41G1 

3400(a) (1) 

4171 

S406(a) (4) 

4172 

3400(a) (4) 

4173 

31(Xl(a> (4) 

4181 

27()0(a), 3407 

4182 

270n(b) (2), 3407, 

706, PX. 91 
(81st Cong.) 

4191 

340r>(a) (0> 

4192 

3400(a) (6) 

4201 

-...3in8(a) 

4211 

3-100(a) 

4216 

2701, 3441 

4217 

3-MO 

4218 

3444 

4219 

3445 

4220 

34 (2 

4221 

3100(b), 3408(b) 

4222 

2450, 3451 

4223 

3440 

4224 

2T00(b), 3407, 

3442(3) 

4225 

2705 

4220 



4231 

1700 

4232 

1700(e), 1704 

4233 

1701 

4234 

1702, 1703 

4241 

1710 

4242 

1712 

4243 

1711 

4251 

3465 

4252 

3465 

4253 

3465, 34e6(b), (c) 

4254 

3405 

4201 

3400 

4202 

3409(a>, (b>, (f) 

4271 

3475(a>, (e) 

4272 

3475(3), (b) 

4273 

t 

1 

4281 

Sl(i<>(a> 

4282 

340()(b> 

4283 

3400 ( c > 

4280 

1850 

4287 

1857 


Present 

Former 

26 U.S.C.A, 

26 U.S.C.A» 

1954 Code 

1939 Code 

Sec. 

Sec. 

4291 

1715(a), 1851, 

4292 

3467(b), 3409((J), 
3475(c) 

346G(a), 3409(f), 

4293 

3475(b) (1) 

307 E.A. 1943 

4294 


4301 

1800, 1802(a) 

4302 

1802(a) 

4303 ... 

__.lS08(g) 

4304 

lS02(a) 

4305 ... . 

4311 . 

ISOO, 1801 

4312 ... ^ 

1801 

4313 

----1801 

4314 

1801 

4315 

1801 

4310 ... 

4321 . . 

1800, 1802(b) 

4322 

lS02(b) 

4323 

18()2(b) 

4324 ... 

4331 

3480, 3481(a) 

4332 . . 

34Sl(a) 

4333 


4341 

_._lS02(b), 3481(a) 

4342 

._.1S02(b), 3481(a) 

4343 

1S02(c), 3481(b) 

4344 

lS02(b), 3481 

4345 



4351 

1802(l>), 3481(a) 

4352 

1802(1)), 3481(a) 

4353 

1802(b), 3481(a) 

4354 


4301 

3480, 3482 

43G2 

3482 

4363 


4371 

__18i>4(a)-(c) 

4372 

18f)1(a)-(d) 

4373 

1804. 1808(b) 

4<574 

1821(b) (3) 

4375 . 



4381 

1801, 1802(a), (b) 

4382 

I808(a}-”(f), except 

4383 

(b), 3483 
1809(a) 

4401 

3285(a), (c). (4) 

4402 

-..-3285(e) 

440) 

-..3287 

4404 

— .3285(0 

4406 



XM 



TABLE n 


Present Fortner 

26 U.S.C.A. 26 U.S,C.A. 

1934 Code 1939 Coda 

Sec. Sec. 

4411 3200 

4413 8291 

4413 3292 

4414 

4421 3285(b) 

4422 ..3297 

4423 3298 

4451 ISOT 

4452 1831(a) 

4453 1830 

4454 1809(a) 

4455 18Sl(b) 

4466 1832 

4457 

4461 3267(a) 

4462 3267(b) 

4463 3267(c) 

4471 1650, 320S(a) 

4472 32nS(a) 

4473 32CS(a) 

4474 

1501 ..3490(a), .3491(a), 

3500, 3508 

4.502 3492, 3507 

4.503 3490(b) 

4504 3501 

4511 2470(a) (1), (2) 

4512 2477 

4513 2470Ca)(2), (b), 

2474 

4514 

4521 3420, 3422 

4531 3420, 3423 

4532 3423 

4541 8420, 3425 

4542 3425 

4551 3420, 3424 

4552 3424 

4553 3424(a) 

4561 2490, 2401(a) 

45C2 ...2491(a) 

4571 ...2490, 2491(b), (01 

4572 2491(f) 

4581 ..2400, 2491(e) 

4582 2491(c), (g), 2492 

4591 2300, 2311(a) 

4592 2300 

4593 2300, 2307 

4594 2302 

4695 2303, 2404 


Present 

Former 

26 U.S.C.Aa 

26 U.S.C.A, 

r954 Code 

1939 Code 

Sec. 

Sec. 

4596 

2302(e) 

4597 

2303(e) 

4601 

2493, 3430 

4602 

2492 

4603 ___ 



4701 

2550(a), (b) 

4702 ^ 

....2551(a), (b), (c) 

4703 

2552(a) 

4704 

2553 

^705 

2554 

4706 . 

4707 

2558(a), (c) 

4711 

2567(a) 

4712 

25G7(b), 2'5^ 

4713 

2509 

4714 

2571 

4715 


4721 

3220 

4722 

---,3221 

4723 

2553(a) 

4724 

3224 

4725 

3227(a) 

4720 . . 


4731 

3228 

4732 

2555 

*1733 

2558(5) 

4734 

25(51 

4735 

25G4 

4736 

25(52 

4741 

2590(a), (b) 

4742 

2501 

4743 

-2592(a) 

4744 

2593 

4745 

2598 

4746 



4751 

3230(a) 

4752 

3230(1)), (e), (0 

4753 

3231 

4754 

3233 

4755 

3234 

4756 

2(501, 3237 

4757 


4701 

3233 

4762 

2(503 

4771 

— -255()(c)(l), (2), 
2552(b), 259C 
2r)92(b) 

4772 

--3222, 3232 

4773 

-«--2556, 2505 

4774 

2563, 2602 


XLII 



1954 CODE TO 1939 CODE 


Present 

Former 

26 U.S.C.Ae 

26 U.S.C.A* 

1954 Code 

1939 Cod® 

Sec. 

Sec. 

4775 

3220, 8236 

4770 



4801 

2651(a), (b) 

4802 

2650 

4803 

2G51(c), 2659(a) 

4804 

2653 

4805 

2654, 2655 

4806 

^ - 

4811 

.-.-2321(a), (b) 

4812 

2306, 2327(a) 

4813 

2305, 2321(c), 

2327(a), (d) 

4814 

2322(b)-(e) 

4815 

2323(c), 2324 

1816 

2307, 2327(a) 

^1817 

2325 

4818 

2311, 2327(a) 

4819 



4821 

3206 

4822 

3208 

1826 

2320, 2, 322(a), 

2323(a), (b), 
3208 

4831 

— -2351(a), (b), 
2356 

4a32 

2351(c), 2355, 

2350, 2301 

4833 

2,352(l))-(e) 

4834 

— .2.353(b), 

2354(b), (c) 

4835 

o 

w 

1 

1 

i 

1 

4836 



4841 

3210 

4842 

3212 

4846 

2350, 2352(a), 

2353(a), 235‘J 

4851 

1920(a), (b) 

4852 

1931(a) 

4853 

1925 

4854 

1926 

'18C1 

1921 

4862 

1927 

4803 

1022 

4804 

1923 

4865 

1924 

4871 

1920(c) 

4872 

1928 

4873 

,.-«1932 

4874 

1030 

4875 

1935 


Present 
26 U.S.C.A. 
1954 Code 
Sec. 

4S7G 

4877 

4881 

4SS2 

4883 

4884 

4885 

4886 

4891 

4892 

4893 

4894 

4895 

4896 

4897 

4901 

4002 

4903 

4904 

4005 

4906 

4907 

5001 


5002 

5003 

5004 

5005 

5006 


5007 


5008 

5009 

5010 

5011 

5012 

5021 

5022 

5023 

5024 


Xlilll 


Former 
26 U.S.C.A, 

1939 Cod® 

Sec. 

1933 

1900 

1905 

1901, 1900 

1902 

1903 

1805 

1805 

1809(a) 

1805 

1805 

1805 

3271 

3277 

3278 

3279 

3280 
3276 

3283, 3292 
2S00(a) (1), (4), 

(G), (c), 3030(a) 

(1) , 3111, 

3125(a), 3182(b) 

,2S09(a), (b) (1), 

(2) , (c), (d) 

.2800(G) (1), (2), 

(3) , (4), 3112 
,2a()0(a) (1), (d), 

3112 

.2800(a)(1), (b)(2), 
(f), 2879(b), 
2880, 2900(a) 
.2800(a)(3), (4), (f), 
2840(a), 2847(a). 
3112(b), 3125(a) 
.2803(a)-(e), 
2903(b)-(e) 

.2802, 2885, 2878 
.2802(a), (b), 2SGC 
.2891(b), 2901(a), 
(b), (c), (d), 3113 
.2887 

.28(X)(a) (5), 

2801(b) 

.30«0(a)(2) 

.2801(e) (5) 



TABLE II 


Present Former 

26 U.S.C.A. 26 U.S.C.A. 

1954 Code 1939 Code 

Sec. Sec. 

5025 2800(a) (5), 2801 

(c) (2), (e), 2883 
(e), 303e(a). 
3250(11), (i), 
3264(g) 

5026 2800(a)(1)(A) 

502T 2802(c) 

5028 

5041 3030(a) (1), (2) 

5042 3030(a)(1) 

5043 3030(b), 3041 

5044 

5045 

5051 3150(a), (c) 

5052 3160, 3254 

5053 3153(b), (c) 

5054 3150(b)(1) 

,5055 3150(b) (2), 3157 

(a) 

5050 

5057 

5061 3172(a) 

6062 3179(a), (b) 

6063 lC56(a), (b), (c) 

5064 3174 

5065 

6081 3250(0(3) 

6082 3254(g) 

5083 

6084 

6091 3250(c) (1), (d) (3) 

5092 3254(d) 

5093 

5101 - 3250(3) (3) 

6102 3254(h) 

6103 

6104 S271(c)(l) 

6105 2818(a) 

6106 3250(3) (3) 

5111 3250(a) (1), (3), 

(d) (1), (2), 
3254(c) (2) 

5112 3254(b), (e) 

5113 32.50(a)(4), (d)(3), 

(g), 3251(a), (b) 

5114 2857, 2858 

5115 2863 

5116 2831 

6121 3250(b)(1), (b)(4), 


Present 

Former 

26 U.S.C.A. 

26 U.S.C.A. 

1954 Code 

1939 Code 

Sec. 

Sec. 

5122 

3250(b) (2), 

3254(e) (1), (f) 

5123 

3250(e) (4), 

3251(c), 3255 

5124 

S2.52(a), (b), (e) 

5131 

....3250(Z) (1), (2) 

5132 

8260(1) (3) 

5133 

3250(Z) (4) 

5134 

3250(Z) (5) 

5141 

3270 

5142 

..-.3271(a). (b), (c) 

5143 

3272(a) 

5144 

3277, 3278, 3279, 

3280(a), 3283 

5145 

S273(a) 

514G 

3273(b) 

5147 

3275(a) 

5148 

3276 

5149 

3282 

5171 

2819 

5172 

2832 

5173 

2820(a), 2822, 

2823 

5174 

2810 

5175 

2812 

5176 

2S14(a) (1), (a) (2) 

5177 

2814(a) (1), 2815 

(a), (l>) (1) (A), 
(B), (C), (D) 

5178 

2810 

5171> 

2817(a), (b) 

5180 

2831 

5191 

2840, 2850(a) 

5192 

2820, 2838, 2877, 

3042 

5193 

2820, 2878(a), (b), 

«i), W) 

5194 

__2883(a)--(g), 2915 

!>195 

283G, 2870 

519G 

2820, 2827, 2828, 

2830, mo 

5107 

2841, 2844, 2859 

5211 

2804 

5212 

2808 

5213 

2811 

5214 

2871 

.5215 

2825 

521B 

2^34 

5217 

__3ia3(a), (b), (c) 

5231 

2872, 2873, 28T5 


(e) (1), (2), (3) 

XLIV 



1954 CODE TO 1939 CODE 


Present Former 

26 U.S.C.A. 26 U.S.C.A. 

1954 Code 1939 Code 

Sec. Sec. 

5232 2879(c), (d) 

5233 

6241 2872, 2873, 2915, 

4013(a) 

5242 2870(a) 

5243 2003(a), (f), (g), 

2004, 2905, 

2910, 2911 

5244 2882 

5245 2881 

5246 .--2875 

5247 28S5(a), (b), 

2886, 2888 

5248 

5249 

5250 2884 

5251 

5252 2874 

5271 2812 

5272 2801(c) (1) 

5273 2801(e) (2) 

6274 2831 

6275 

6281 2801(e) (1), (d) 

6282 2813, 2801, 28C2 

6283 2828, 2830 

6284 

5285 2855, 2857 

5301 3100 

5302 3101 

5303 ...3102 

5304 3114 

5305 3105 

5306 3103 

5307 3100 

5308 3107 

5309 3104 

5310 310S(a)-(d), 3109, 

3125(b) 

5311 3125(a) 

5312 

6313 3121(a), (c) 

6314 3117 

5315 ...3119 

5310 ...3120 

6317 3121(d), 3122 

5318 3123 

5319 3124 

5320 

6331 3070(a), (b) 

6332 3073 


Present 

Former 

26 U.S.C.A. 

26 U.S.C.A, 

1954 Code 

1939 God® 

Sec. 

Sec. 

5333 

3074 

5334 



5351 

3040 

5352 



5353 


5354 

3031(a), 3040 

5355 



5356 

3040 

5357 



5361 



5362 

3030(a) (1), 


3031(a), 3037, 
3038, 19 TT.S.C. 
A. 81(c), 1300, 
1311 


5363 


5364 


5365 


5306 

3034, 3035, 3042 

5367 

3171 

5368 

3030(a) (1), 3040, 

3041 

5369 

3040 

5370 

3039 

5371 


5372 


5373 

3031, 3032, 3033, 

3036, 3037(a) 

5381 

3036, 3044(a), 

3045 

5382 

3032, 3036, 3044, 

3045 

5383 

3036, 3044(b), (c) 

5384 

30-15 

5385 

3043(a) 

5386 

2801(e) (3), (4) 

,5387 

.-32.54(g) 

5388 


5301 

2801(c), (e) (3), 

3031(a) 

5302 

3036, 3044(b), 3045 

5401 

3153(b), 

3155(a), (b) 

5402 

3158, 3254(d) 

5403 


5411 

3158 

5412 

3104, 3156(f) 

5413 

3155(f) 

5414 


5415 

3155(C) 


XliV 


T. 26h tr.S.C.A.' 



TABLE n 


Present 

Former 

26 U.S.C.A. 

26 U.S.C.A. 

1954 Code 

1939 Code 

Sec- 

Sec. 

5416 



5501 

- . - - 

5502 

3110 

5511 

3182(a) 

5512 



5521 

8177 

5522 

2891(a) 

5523 

3178 

5551 

....2815(c), (d), (e) 

5552 

2829 

5553 


5554 


5555 

3171 

5556 - 

3176 

5557 

8175 

5601 

2810 

5602 

2818 

5603 

2812 

5604 

2814 

5605 

2815(a) 

5606 

2833 

5607 

2819 

5608 

2834 

5609 

2811 

6610 

2843 

5611 

2842 

S612 

2838 

6613 

2836 

5614 

2870 

5615 

2828 

5616 

2827 

5617 

2826 

5618 

2822 

5619 

2839 

5620 

2841 

5621 

..-.2857(a), 2859 

5622 

2807 

5623 

2853 

5624 

2852 

5625 

2806(0 

5626 

2S0C(f) 

5627 

280Ke) (2) 

5628 

2803(f) 

5629 

2856 

5630 

2865 

5631 

2876 

5682 

2012, 2013 

5633 

2014(a) 

3634 

....2806(a) (1), (2) 

5635 

2867 


Present 

Former 

26 U S.C.A. 

26 U.S.C.A. 

1954 Code 

1939 Code 

Sec- 

Sec. 

5636 

2866 

5637 

2868 

5638 

2869 

5639 

2S06(d) 

5640 

2803(f) 

5641 

2871 

5642 

2803(g) 

5643 

2908 

5644 

2909 

5645 

280600 (1> 

5646 

280C(e) 

5647 

3072 

5648 

2885(d) 

5649 

2854 

5650 

2850 

5661 

3043 

5662 



5663 



5671 

3159 

5672 

3159 

5673 

3159 

5674 

3159 

5675 

3155(f) 

5676 

....3150(c), (f), (g>, 

(h)r (i) 

5681 

2831 

5682 

2821, 2851 

5683 

3173(a) 

5684 

31T3(b) 

5G85 

8173(c) 

5686 

3115, 3116 

5687 

....280G(g) 

5688 

2805(a)-(b), 3118, 

3173(d), 63 Stat 
377 et seq. 

5689 

28(>0(a) (1) (B), 

Stl2(b), 

3150(0) (3) 

5600 

3173(b) (4) 

5601 

3253 

5093 

3252 

5(503 

....3274 

5701 

2000 

5702 

2010, 2030, 2050, 

2110 

6703 

2001, 2002(b), (C), 

2194, 

3310(f) (2) 


XLVI 



1954 CODE TO 1939 CODE 


Present Former 

26 U.S.C.A. 26 U.S.C.A. 

1954 Code 1939 Code 

Sec. Sec. 

5T04 2040, 2101, 2111(f), 

21, 30(d), 2135(a) 
(1), (2), (3), 
2197(b) 

5705 2137,2198,3313 

5706 2136 

5707 .--2000(g) (1), (2), (3) 

5711 --.2013, 2033, 

2039(a), 2053 

5712 2012, 2032, 2052 

5713 2014, 2054 

6721 2017, 2036 

5722 2019, 2038, 

2039(b), 2194 

5723 2100, 2102, 

2ia3(a)(l), 

2111 , 

2112(a) (1), 
2130(a), (b), (c) 

5731 2059, 2060 

5732 2058 

5741 2018, 2037, 

2039(1)) (1), 

2050, 2194 

5751 2104(a), 2113, 

2170(a) (2) 

5752 2103(e), 2112(e) 

5753 — .2190 

6761 2150(c), 

21Gl(m) (1), 
2180(1) 

5762 21S0(a), (b), (c). 


2151(a), (c), 
2155(a), 2150, 
2ie0(aHe), (g), 

(1) , 21 01 (a), (c), 
(c)-(g), 21C2(a) 

(2) -(5), (b), 
2170(a) (2), (4), 
(»>), 

2171(1)) (1), (2), 
2172, 2173(a), 
2174, 

2170(a) (2), (3), 
2180(a), (d)-(f) 

5763 21!').5(1)), 21C0(1»), 

3101(b), (h), 

(1) (1), (J) (1), 

(1) (1), (m) (2), 
2170(b), 2171(a), 
T. 26hU.S.C.A.— d XI 


Present 

Former 

26 U.S.C.An 

26 U.S.C.A, 

1954 Code 

1939 Code 

Sec. 

Sec. 

5763 „ 

2175, 2180(b), 

(g) (1), (h), (1), 
(k), ( 1 ) (1), (2) 

5801 

3200 

6802 

3201(a) 

5803 

3202 

5811 

2720 

5812 

2721 

5813 

2722 

5814 

2723 

5821 

2734 

5831 

2700, 3407 

5841 

32Cl(b) 

5842 

2724 

5843 

2725 

5844 

2727 

5845 

2728 

584C 

2731 

5847 

2732 

5848 

2733 

5851 

272G(a) 

.58.52 

--.2726(1>) 

5853 

2726(c) 

5854 

32G3 

5861 

2729 

5802 

2730 

6001 

53, 54(a), (b), 

821(d), 1007(a), 
(b), 1720, 1835, 
1928(b), 2302, 
2303, 2322(c), 
2324, 2352, 

2555, 2569(d), 
2594 (a), 2C53(b)' 
2709, 2724, 
3220(c), 3233(a), 
3603 

C011(a) 

..•.47(a), 51, 143(c), 
235(a), 217, 235, 
251(1?), 1420(c), 
1530(b), lC04(a), 
1624, 

1700(c) (2), 

(d) (2), (e) (2), 
1716(a), 1852(a), 
1902(a) (1), 
2403(a), 2451(a). 
2471, 2701, 
3272(a), S310(a), 
(b), (f) (1), 
3448(a), 3461^ 



TABLE n 


Present Former 

26 U.S.C.A. 26 U.S.C.A. 

1954 Code 1939 Code 

Sec. Sec. 

6011(a) 3467(b), 3469(d), 

3475(c), 3491(a), 
3611(a) (1) 

6011(b) 

6012(a) 51(a), 52(a), 

142(a) (2), (3). 

(4) , 217(b), 
235(b) 

6012(b)(1) .51(b) (4), (c), (g) 

(5) , 142(a) (1) 

6012(b) (2) 51(c), 58(f), 

142(a) 

6012(b)(3) -52(a) 

6012(b) (4) 142(a) 

6012(b)(5) 142(b) 

e013(a) 51(b) (1), (2), (3), 

(4), (5) 

6013(b) 51(g) (l)-(6) 

6014(a) 51(f) (1), (2), (4) 

e014(b) 61 (b) (1), 51(f) (3) 

6015(a) 5S(a) 

6015(b) 5S(c) 

6015(c) 58(b) 

6015(d) 5S(b) 

e015(e) 58(d)(2) 

e015(f) 5S(d)(3) 

0015(g) 60(b) 

6015(h) -5S(a) 

0016 

6017 4S2(a) 

0018(a) 821(a) (1), 864(a) 

(1), 937 

6018(b) 821(a) (2), 

804(a) (2) 

0010(a) 1006(a) 

C019(b) 

0020(a) 3011(a)(2) 

0020(b) 3612(a), (c) 

6020(c) 

6021 3613 

6031 187 

6032 109(f) 

6033(a) 54(f) 

C033(b) ...153(3) 

6033(0 

e034(a) 153(b) 

6034(b) lS3(b) 

G035(a) ..338 

0035(b) 339 

6036 274(a), 820 


Present Former 

26 U.S.C.A. 26 U.S.C.A. 

1954 Code 1939 Code 

Sec. Sec. 

6037 

e041(a) 147(b) (2) 

6041(b) 147(b)(1) 

6041(c) 147(c) 

6041(d) 

6042 148(a), (b), (0 

6043 .--148(d), (e) 

6044(a) 148(f) 

6044(b) 148(f) 

6044(c) 14S(f) 

6045 149 

0046(a) 3604(a) 

C046(b) 3604(b) 

6046(c) 3G04(b) 

C046(d) 

6051(a) 1403, 1633(a), (b) 

6051(b) 16S3(a) 

6051(c) 1633(b) 

6051(d) ...1033(b) 

6061 3S09(b) 

6062 .52(a) 

6063 187 

6064 .5S(g), 3809(b) 

6065(a) 142(a), (b), 148(a), 


(d), (e), 149, 
1C9(£), 187, 233, 
821(a), S04(a), 
lOOe(a), lC04(a), 
1710(a), 1852(a), 
1002(a) (1), 
2403(a), 2471, 
2555(a), (c), 

2701, 3233(a), 
3272(a), 3330, 
3448(a), 3401, 
3467(b), 34C0(d), 
3475(c), 3G04(b), 
8Cll(a), (c), 
3770(b), 3780(a), 
3800(c) 


C0C5(b) 51(a), 64(f), 68(b), 

21S(a), S780(a) 

6071 141 (b), 147(a), 


148(a), (b), (c). 
(e), 149, 150, 
153(a), (b), 
821(b), 804(b), 
8T4(b) (3), 
1253(a), 1420(C), 
1530(b), 1604(8), 


XLVHI 



1954 CODE TO 1939 CODE 


present 
26 U.S.C.A. 
1954 Code 
Sec. 

6071 


Former 
26 U.S.C.A, 

1939 Code 
Sec. 

. 1716(b), 1852(a), 

1902(a) (1), 
2403(a), 2451(a), 
2471, 2555(b), 


(c), 2701, 

2734(e), 32S3(a), 
3272(a), 3310(a), 
(f) (1), 3448(a), 
3461, 3467(b), 
3469(d), 3475 
(c), 3491(a), 


3604(a), 

3611(b), (c), 
3779(b), 3780(a), 
3791(a) 

6072(a) 53(a) (1), 143(c) 

6072(b) 53(a) 

e072(c) 217(a), 235(a) 

6072(d) 

6072(e) 3805 

6073(a) 58(d) (1) 

6073(b) 60(a) 

6073(c) 58(d)(2) 

6073(d) -..60(b) 

6073(e) 60(c) 

6074(a) 

6074(b) 

6074(c) 

6075(a) 821(1)), 8G4(b) 

6075(b) lOOU(b) 

6081(a) 53(a) (2), 58(e), 


141(b), 147(a), 
148(a), (b), (c), 
(c), 140, 150, 
153(a), (b), 
821(b), 8G4(b), 
874(b) (3), 
1253(a), 1420(c), 
1530(b), ie04(b), 
1625(c), lC33(c), 
1716(b), 2403(a), 
2451(a), 2471, 
2555(c) (1), 

2701, 3233(a), 
3272(a), 

3310(f) (1), 
S448(a), 3461, 
846T(b), 3469(e), 
3475(d), 

3611(a) (1), 

3634, 3779(b), 
S701(a) 


Present 
26 U.S.C.A. 
1954 Code 
Sec. 

6081(b) ... 
6081(c) ... 
6091(a) ... 


6091(b) (1) 


6091(b) (2) 


6091(b) (3) 
0091(b) (4) 
6101 .... 

6102 

6103(a) .. 
6103(b) .. 
6103(c) .. 
6103(d) .. 
6103(e) .. 


XLIX 


Former 
26 U.S.C.A, 
1939 Code 
Sec. 


147(a), 148(b), (c), 
(d), 149, 150, 
153(a), (b), 820, 
874(b) (3), 
1253(a), 1420(c), 
1530(b), 

2555(c) (1), 
2734(e), 3233(a), 
3604(a), 

S611(a) (1), 

(c), 3779(a), 
S780(a), 3791(a) 

53(b) (1), 

58(d) (2), 60(b), 
143(c), 821(c), 
864(c), 1006(b), 
1604(a), 1716(c), 
1852(b), 

1902(a) (2), 
2403(a), 2451(a), 
2471, 2701, 
8272(a), 3201(a), 
3448(a), 3461, 
S467(b), 3469(d), 
3475(c), 3491(c), 
3611(a) (1), (c), 
3791(a) 

.53(b) (2), 141(b), 
143(c), lC04(a), 
1716(c), 1852(b), 
1902(a) (2), 
2403(a), 2451(a), 
2471, 2701, 
S272(a), 3291(a), 
3448(a), 3461, 
S4G7(b), 3469(d), 
3475(c), 3491(c), 
3611(a) (1), (c), 
3791(a) 

.821(c), 864(0) 

.3630 


65(a) 

55(b) 

55(c) 

6r)(d) 

58(b) 



TABLE II 


Present 
26 U.S.C.A. 
1954 Code 
Sec. 

6335(e)(2) .. 
6335(e) (2) (A) 
6335(e) (2) (B) 
6335(e) (2) (C) 
6335(e) (2) (B) 
6335(e) (2) (E) 
6335(e) (2) (F) 
6335(e)(3) , 

6336 

63S7(a) 

6337(b) (1) . 
6337Cb)(2) ^ 

6337(c) 

6338(a) 

6338(b) 

6338(c) 

6339(a)(1) ^ 
6339(a)(2) . 
6339(a)(3) . 
6339(a)(4) _ 
6339(a)(5) . 
6339(b)(1) . 
6339(b)(2) . 

6S40(a) 

6340(b) 

6341 

6342(a) 

0342(b) 

0343 

6344 

G401(a) 

6401(b) 

6401(e) 

6402(a) 

6402(b) 

6403 

6404(a) 

6404(b) 

6404(e) 

6405(a) 

6405(b) 

0405(c) 

6406 

6407 

6411(a) 

6411(b) 

6411(C) 

6412(a) 

6412(b)(1) _ 


Former 
26 U.S.C.A. 

*939 Code 
Sec. 

3695(b) 

3695(a), 3701(d) 

3701(d) 


3701(f) 

3693, 3701 

3693(d), 3701(f) 

3701(f) 


3096, 3702 
3702(b) (1) 
3702(b) (2) 
3702(c) 

3703(b) 

S704(b) 

3703(a), 3704(a) 
3697(a) 

,3G07(b) 

.3697(c) 

.3697(d) 


.3704(e) (1) 
.3704(c) (2) 
.3706(a), (b) 
3700(f) 

3716 

3694 

3712 


.3770(a) (2) 
.322(a) (2) 
.3770(c) 

.1027(a), 3770(a) 
(1), (4), (5) 
.322(a) (3) 

.321 

.3770(a) (1), (5) 
.273(j), 873, 1014 

.S777(a) 

, 3777(b) 

.3777(c) 

.3790 

.3770(a) (3) 
.3780(a) 

.3780(b) 

.3781 

3412(g) (1) 


Present 


Former 

26 U.S.C.A. 


26 U.S.C.A, 

1954 Code 


1939 Code 

Sec. 


Sec. 

6412(b) (2) 



-..3412(g) (2) 

6412(c) ... 




6412(d) 


...3508 

G412(e) .... 




6413(a) (1) 

— 

..-1401(c), 1411, 
1501(c), 1521 

641S(a) (2) 



...1411 

6413(b) ... 


...1421, 1502, 1522 

6413(e) (1) 

... . 

... 1401(d) (3) 

0413(c) (2) 

_ . _ . 

... 1401(d) (4) 

6413(d) ... 


...1601(d) 

6414 

— 

...143(f), 

1622(f) (1) 

6415(a) ... 


...1864(a), 3471(a)' 

6415(b) ... 


...1715(d) (1), (2), 
1854(b), (c), 
3471(b), (c) 

6415(C) ... 


171, 5(d) (2) 

C415(d) ... 


.-..1715(d) (1), 

lS54(c), 3471(c)- 

6416(a) ... 


....1715(d), 2407(1)), 
2452(b), 

3443(a) (3) (B), 
(b), (d) 

G410(b) (1) 

— 

...-2407(a), 

3443(a) (2) 

C416(b) (2) (A) . 

....3443(a) (3) (A) (1) 

C416(b) (2) (B) . 

....3443(a)(3) (A) (li) 

641G(b) (2) (C) . 

....34-43(a)(3)(A)(Iii)> 

G41G(b) (2) 

(D) 

...2452(a) 

C410(b) (2) 

(K) 

...31-13(a)(3) (A) (Iv) 

041C(b) (2) 

(F) 

...314.‘l(aU3)(A) (V) 

C41G(b) (2) 

(0) 

...3-t 13(a) (3) (A) (vl) 

C416(b) (2) 

(H) 

--.3443(a) (3) (A) (vli) 

G41G(b) (3) 

_ . . . 

...3443(a) (1) 

6416(c) ... 


_-.3K)3(o) 

641(!(d) ... 


— .3408(1)) 

0416(e) ... 


—2705 

6416(f) ... 


...2703(a), 3471(b) 

6417(a) ... 

.... 

— .2473 

C4t7(b) ... 

« . . - 

—2474 


641S(a) 3494(a) 

G418(b) 3493(a) 

6419 3286 

6420 

0501(a) 275(a), 874(a), 

lOKKa). 1635(a), 
3312(a) 

0501(b)(1) 276(f) 

LII 



1954 CODE TO 1939 CODE 


Present 

Former 

•26 U.SX.A. 

26 U.S.C.A. 

1954 Code 

1939 Code 

Sec. 

Sec. 

()501(b)(2) 

lG35(e) 

-C501 (b)(3) 


^501(c)(l) 

2Te)(a), 874(b)(1), 

1010(b) (1). 
IClirxb), 3312(b) 

■6501(0) (2) 

i(r>r>(c), 3312(c) 

6501(c)(3) 

270(a), 8T4(b)(l>, 

101(5(b) (1), 
1035(1)), 3312(b) 

6501(c)(4) 

27G(b) 

6501(c)(5) 


6501(0) 

275(b) 

6501 ((0 (1) (A) 

275(c) 

6501(c) (1) (B) 

275(d) (1) 

0501(0) (2) ... 


0501(1) 


G501(r) 



0002(a) 

270(o), 871(1)) (2), 

101(i(b) (2), 
in35((l), 3312(0) 

6502(b) 

3714(b) 

C50:i(n)n) ... 

277, 87.5, 1017 

(550;Ua)(2) 

141(h) 

f)503(b) 


6503(c) 



«5()n((i) 

822(a) (2), 871(li) 

6503(c) 


65(M 



0511 (a) 

322(b) (1), 910, 

1027(1)) (1), 
10:U5(a) (1), 3313 

6511(b)(1) 

322(b) (1), 910, 

1027(b) (1), 
10:U5(a) (1), 3313 

6511(1)) (2) 

322(b) (2), 910, 

l()27(b) (2), 
ir)30(a) (2), 3313 

6511(c) 

322(b) (3) 

(r»ii((i)(i) 

-322(b) (5). 

65U((1) (2) (A) 

322(b) (6) 

6511(0) (2) (B) 

-- - , 322(g) 

6511 (d) (3) 

m.mm m 

6511(0) (t) 

--_34 94(b) 

6511(c)(2) 

341)3(6) 

65n(r) 

M «* m 

6512(a) 

322(c), on. 

1027CC) 

6512(6) 

322((I), 012. 

1027C(1) 

■er>i3(ti) 

....322(b) (4) 

«6l3(b) 

322(c) 


Present 

Former 

26 U.S.C.A. 

26 U.S.C.A. 

1954 Code 

1939 Code 

Sec. 

Sec. 

6513(c) _ 

lG3C(c) 

G513(d) 



G514(a) . 

3774 

G514(b) . 

377.5 

6515 

G521 . 

3812 

G531 . .. 

3748(a) 

G532(a)(l) ... 

3772(a) (2) 

G532(a)(2) 

3774(b) 

G532(a)(3) ... 


G532(a)(4) ... 

....3772(a) (3) 

Gr>32(b) 

3740(a), (b), (c) 

G533 . . 

GGOKa) 

14G(f), 202(a), 

(c), (d), 294(a) 

(1) , (2), (b), (c), 
295, 296, 297, 
298, 890(a), (b), 
891, 892, 893(a) 
0). (2), (b) (1), 

(2) , (3), (4). 925, 
1020Ca), (b), 

1021, 1022, 
1023(a) (1), (2). 
(b) (1), (2), (3), 
(4), (5), 1420Cb), 
1030(c), 1605 

(b) , 1717, 1853 

(c) , 2403(b), 
2451(b), 2475, 
2700, 3310(e), 
3448(b), 3470, 
349,0, 3C.05(b), 
3779(i), 3794 

G601(b) .... 

...800(a), 925 

GGOl(c) (1) 

...294(a) (2), 296, 
893(a) (2), 

(b) (3). 1023(a) 
(2), (b) (3) 

GOOl(c) (2) 

,...6li(b), 272(i), 

160,0(c) 

0001 (<•) (3) 

...297, 892, 1022 

(!(!0Uc)(-l) 

-.-3:no(a), (b), 3311 

0001 (d) 

...292(a), 891, 1021 

6601(0) ...... 

... 202(c), 3779(i) 

CGOKDd) 

...202(a), 294(b), 

205, 200, 298, 
890(a), (b), 891, 
803(a), (b), 
1020(a), (b), 

1021, 1023(a), 


LIU 



TABLE II 


Present 
26 U.S.C.A. 
1954 Code 
Sec. 

0601(f) (1) 


GGOl(f) (2) 
GGOKf) (3) 
OGOl(g) .. 
GGOl(h) 

GG02 

GGll(a) _ 
G611(b) (1) 
GGll(b) (2) 
GGll(c) . 
GGlKcl) - 
G611(e) „ 
GGlKf) „ 
GGIK??) , 
GG12 ___ 
GG51(a) _ 

mi(h) . 

GG51(c) .. 

GG52 

GG53(a) _ 

GG53(b) .. 


GGr>3(e) (1) 

GG53(c) (2) 

(\Cm((l) - 

G0n3(c) _ 

(5054 

(5(555 

(5(55(5 

(5(557 

(5(558 

GG50 


Former 
26 U.S.C.A. 

1939 Code 
Sec 

, (b), 1420(b), 

1530(c), l(505(b), 
1717, 3853(c), 
2403(b), 2451(b), 
2475, 2700, 
8310(c), (d), 
3448(b), 3470, 
3495, 3655(b), 
3779(1) 


69((J) 

3746(d) 

3443(c), 3771(a) 
3771(b) (1) 
3771(b) (2) 
3771(c) 
322(b)(4), (e) 
3771(b) (2) 
3771(e) 

3790 


291, 894(a), 1031, 
301 2(d) (1) 

294(d) (1) (A) 

293(a), 8n4(a), 
1019(a) 

293(1)1, 871(i), 
1019(b), 

3012(d) (2) 

271, 870, toil 


1821(a) (3) 
294(a) (1) (B) 


140(0, 299 
51 (R) (0), 291, 293, 
871(1), 1019, 
3n7(R), 1031(b), 
i7ia(c), 

1821 (a) (3), 
331()(a)-(c), 

3311, 30r)r)(a) (b) 


Present 
26 U.S.C.A. 
(954 Code 
Sec. 

GG71(a) 


GG71(b) 


GG72 


GG73 . 
(5G74 _ 
GSOl(a) 


GS()1(b) 

(5802(1) __ 
GS(>2(2) 
()cS02(3) __ 

G803(a) (1) 
()803(a) (2) 
(>S03(b) (1) 
(5803(b) (2) 
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INTERNAL REVENUE CODE 
OF 1939 


Act Feb. 10, 1939, c. 2, 53 Stat. 1 

An Act to consolidate and codifj the internal revenue laws of the 
United States. 

Be it enacted by the Senate and House of Representatives of the United 
States of America in Congress assembled, That: 

The laws of the United States hereinafter codified and set forth as a 
part of this title under the heading: "Internal Revenue Title" are hereby 
enacted into law. 53 Stat 1. 

§ Citatloii 

This title and the internal revenue title incorporated herein shall be 
known as the Internal Revenue Code and may be cited as "I.R.C." 53 
SUt. 1. 

§ 8* Effective date 

Except as otherwise provided herein, this title shall take effect on the 
day following the date of its enactment 53 Stat. 1. 

§ 4. Repeal and savings provisions 

(a) The Internal Revenue Title, as hereinafter set forth, is Intended to 
Include all general laws of the United States and parts of such laws, 
relating exclusively to internal revenue, in force on the 2d day of January 
1939(1) of a permanent nature and (2) of a temporary nature if em- 
braced in said Internal Revenue Title. In furtherance of that purpose, 
all such laws and parts of laws codified herein, to the extent they relate 
exclusively to Internal revenue, are repealed, effective, except as provided 
in section 5, on the day following the date of the enactment of this title. 

(b) Such repeal shall not affect any act done or any right accruing or 
accrued, or any suit or proceeding had or commenced in any civil cause 
before the said repeal, but all rights and liabilities under said acts shall 
continue, and may be enforced in the same manner, as if said repeal had 
not been made; nor shall any office, position, employment, board, or com- 
mittee, be abolished by such repeal, but the same shall continue under the 
pertinent provisions of the Internal Revenue Title. 

(c) All offenses committed, and all penalties or forfeitures Incurred 
under any statute hereby repealed, may be prosecuted and punished in 
the same manner and with the same effect as if this title had not been 
passed. 

(d) All acts of limitation, whether applicable to civil causes and pro- 
ceedings, or to the prosecution of offenses, or for the recovery of penal- 
ties or forfeitures, hereby repealed shall not be affected thereby, but all 
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suits, proceedings, or prosecutions, whether civil or criminal, for causes 
arising, or acts done or committed, prior to said repeal, may be com- 
menced and prosecuted within the same time as if this title had not been 
passed. 

(e) The authority vested in the President of the United States, or in 
any officer or officers of the Treasury Department, by the law as it existed 
immediately prior to the enactment of this title, hereafter to give publicity 
to tax returns required under any internal revenue law in force imme- 
diately prior to the enactment of this title or any information therein 
contained, and to furnish copies thereof and to prescribe the terms and 
conditions upon which such publicity may be given or such copies fur- 
nished, and to make rules and regulations with respect to such publicity, 
is hereby preserved. And the provisions of law authorizing such publicity 
and prescribing the terms, conditions, limitations, and restrictions upon 
such publicity and upon the use of the information gained through such 
publicity and the provisions of law prescribing penalties for unlawful 
publicity of such returns and for unlawful use of such information are 
hereby preserved and continued in full force and effect. 53 Stat. 1. 

§ 6. Continuance of existing law 

Any provision of law in force on the 2d day of January 1939 cor- 
responding to a provision contained in the Internal Revenue Title shall 
remain in force until the corresponding provision under such Title takes 
effect. 53 Stat. la. 

§ 6. Arrangement, classification, and cross references 

The arrangement and classification of the several provisions of the 
Internal Revenue Title have been made for the purpose of a more con- 
venient and orderly arrangement of the same, and, therefore, no inference, 
implication or presumption of legislative construction shall be drawn or 
made by reason of the location or grouping of any particular section or 
provision or portion thereof, nor shall any outline, analysis, cross refer- 
ence, or descriptive matter relating to the contents of said Title be given 
any legal effect. 53 Stat. la. 

§ 7. Effect upon subsequent legislation 

The enactment of this title shall not repeal nor affect any act of Con- 
gress passed since the 2d day of January 1939, and all acts passed since 
that date shall have full effect as if passed after the enactment of this 
title; but, so far as such acts vary from, or conflict with, any provision 
contained in this title, they are to have effect as subsequent statutes, 
and as repealing any portion of this title inconsistent therewith, 63 Stat. 
la. 


§ 8. Copies as evidence of original 

Copies of this title printed at the Government Printing Office and bear- 
ing its imprint shall be conclusive evidence of the original Internal Reve- 
'lue Code in the custody of the Secretary of State. 63 Stat. la. 

§ 9. Publication 

The said Internal Revenue Code shall be published as a separate part 
of a volume of the United States Statutes at Large, i with an appendix and 
index, but without marginal references; the date of enactment, bill num- 
ber, public and chapter number shall be printed as a headnote. 63 Stat. 
la. 

i TJnited States Statutes at Large. Volume 53, Part 1, Internal Revenue Code. 
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§ 10. Internal Revenue Title 

The Internal Revenue Title, heretofore referred to, and hereby and 


herein enacted into law, is as follows: 
S3 Stat. la. 

Internal Keveame Code of 1954. For 
complete text of Internal Revenue Code 
of 1954 togetlier with historical notes, 
cross references and notes of decisions, 
see other volumes of this series marked 
^T.R.C.1954.’» 


* * *. 


Chansre of Namo. The official title of 
the Bureau of Internal Revenue was 
changed to the Internal Revenue Service 
by Treas.Dept.Order 150-29, eff. July 9, 
1953. 


1953 REORGANIZATION PLAN NO, 1 

Eff. Mar, 14. 1952. 17 F R. 2243, 66 Stat. 823, amended Act June 28, 1955, 
c. 189, § 12(c) (19), 69 Stat. 182 

BUREAU OP INTERNAL REVENUE 


Section 1. Abolition of existing of- 
fices. — There are abolished the offices of 
Assistant Commissioner, Special Deputy 
Commissioner, Deputy Commissioner, As- 
sistant General Counsel for the Bureau 
of Internal Revenue, Collector, and Dep- 
uty Collector, provided for in sections 
3905, 3910, 3915, 3931, 3941, and 3990, re- 
spectively, of the Internal Revenue Code 
[1939]. The provisions of the foregoing 
sentence shall become effective with re- 
spect to each office abolished thereby at 
such time as the Secretary of the Treas- 
ury shall specify, but in no event later 
than December 1, 1952. The Secretary of 
the Treasury shall make such provisions 
as he shall deem necessary respecting the 
winding up of the affairs of any officer 
whose office is abolished by the provi- 
sions of this section. 

See. 2. Establishment of new offices. — 

(a) New offices are hereby established In 
the Bureau of Internal Revenue as fol- 
lows: (1) three offices each of which 
shall have the title of ‘‘Assistant Com- 
missioner of Internal Revenue”; (2) so 
many offices, not in excess of twenty-five 
existing at any one time, as the Secretary 
of the Treasury shall from time to time 
determine, each of which shall have the 
title of “district commissioner of in- 


ternal revenue” ; and (3) so many other 
offices, not in excess of seventy existing 
at any one time, and with such title or 
titles, as the Secretary of the Treasury 
shall from time to time determine. 

(b) There is hereby established in the 
Department of the Treasury a new and 
additional office which shall have the title 
“Assistant General Counsel”, 

See. 8. Appointment and compensa- 
tion. — Bach Assistant Commissioner and 
district commissioner, the Assistant Gen- 
eral Counsel, and each other officer pro- 
vided for in section 2 of this reorgani- 
zation plan shall be appointed by the 
Secretary of the Treasury under the 
classified civil service and shall receive 
compensation which shall be fixed from 
time to time pursuant to the classifica- 
tion laws, as now or hereafter amended- 

Sec. 4. Transfer of functions. — There 
are transferred to the Secretary of the 
Treasury the functions, if any, that have 
been vested by statute in officers, agen- 
cies, or employees of the Bureau of In- 
ternal Revenue of the Department of the 
Treasury since the effective date of Reor- 
ganization Plan Numbered 26 of 1950 (15 
F.B. 4935). 


1950 REORGANIZATION PLAN NO. 20 


Eff. July 31, 1950, 15 F.R. 4935, 64 Stat. 
1280, as amended June 5, 1952, ch. 369, 
ch, XI, I 1101, 66 Stat. 121. 

Prepared by the President and trans- 
mitted to the Senate and the House of 

DEPARTMENT OP 

fi 1. Transfer of Functions to the Secre- 
tary 

(a) Except as otherwise provided in 
subsection (b) of this section, and sub- 
ject to the provisions of subsection (c) 
of this section, there are hereby trans- 
ferred to the Secretary of the Treasury 
all functions of all other officers of the 
Department of the Treasury and all func- 
tions of all agencies and employees of 
such Department. 

(b) This section shall not apply to the 
functions vested by the Administrative 


Representatives in Congress assembled, 
May 31, 1950, pursuant to the provisions 
of the Reorganization Act of 1949, ap- 
proved June 20, 1940 [sections 133z to 
133Z-15 of Title 5]. 


THE TREASURY 

Procedure Act (60 Stat. 237) [sections 
1001-1011 of Title 6] in hearing examiners 
employed by the Department of the 
Treasury or to functions vested by any 
provision of law In the Comptroller of 
the Currency. 

(c) Notwithstanding the transfer to the 
Secretary of the Treasury of the func- 
tions of the United States Coast Guard 
and of the functions of the Commandant 
of the Coast Guard, effected by the pro- 
visions of subsection (a) of this section, 
such Coast Guard, together with the said 
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fmictloiis, shall operate as a part of the 
Navy* subject to the orders of the Secre- 
tary of the Nary, in time of war or when 
the President shall so direct, as provided 
in section 1 of the Act of January 28, X915 
<c. 20, 38 Stat. 800, as amended, 14 17.S. 
C.A. 1). 

§ 2* Performance of Punctions of Sec- 
retary 

The Secretary of the Treasury may 
from time to time make such provisions 
as he shall deem appropriate authorizing 
the performance by any other officer, or 
by any agency or employee, of the De- 
partment of the Treasury of any func- 
tion of the Secretary, including any func- 
tion transferred to the Secretary by the 
provisions of this reorganization plan. 

§ 3. Administrative Assistant Secretary 

There shall be in the Department of the 
Treasury an Administrative Assistant 


Secretary of the Treasury, who shall ho 
appointed, -with the approval of the Pres- 
ident, by the Secretary of the Treasury 
under the classified civil service, who 
shall perform such duties as the Secre- 
tary of the Treasury shall prescribe, and 
who shall receive compensation at the 
rate of $14,800 per annum. 


§ 4 . Incidental Transfers 

The Secretary of the Treasury may 
from time to time effect such transfers 
within the Department of the Treasury 
of any of the records, property, personnel, 
and Unexpended balances (available or to 
be made available) of appropriations, al- 
locations, and other funds of such Depart- 
ment as he may deem necessary in order 
to carry out the provisions of this re- 
organization plan. 


APPDICABIDITY OP 1960 BPOPO. PI*AN MTO. 26 TO BEVENTHB ACT OF 1951 


Section 616 of the Revenue Act of 1951 
(Oct 20, 1951, 2:07 p. m., B. S. T., c. 521, 
title VI, 66 Stat 569, provided that the 
provisions of 1950 Beorg. Plan No. 26 


should be applicable to all functions 
vested by such Act in any officer, em- 
ployee, or agency of the Department of 
the Treasury. 
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TABLE OF SUBTITLES 
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CHAPTER !•— INCOME TAX 

SUBCHAPTER A — INTRODUCTORY PROVISIONS 

Sec. 

1. Application of chapter. 

2. Cross references. 

3. Classification of provisions. 

4. Special classes of taxpayers. 

SUBCHAPTER B. — GENERAL PROVISIONS 
PART I.—RATES OP TAX 

11. Normal tax on individuals. 

12. Surtax on individuals. 

13. Normal tax on corporations. 

14. Repealed. 

15. Surtax on corporations. 

PART II.— COMPUTATION OP NET INCOME 

21. Net income. 
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23. Deductions from gross income. 

24. Items not deductible. 

25. Credits of individual against net income. 

26. Credits of corporations. 

27. Corporation dividends paid credit. 
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32. Taxes withheld at source. 
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42. Period in which items of gross Income included. 
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430-474. 
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SUBCHAPTEB A. — INTRODUCTORY PROVISIONS 
§ 1. Application of chapter 

The provisions of this chapter shall apply only to taxable years hegin- 
ming after December 31, 1938. Income, war-profits, and excess-profits 
taxes for taxable years beginning prior to January 1, 1939, shall not be 
affected by the provisions of this chapter, but shall remain subject to the 
applicable provisions of the Revenue Act of 1938 and prior revenue acts, 
except as such provisions are modified by legislation enacted subsequent 
to the Revenue Act of 1938, 63 Stat. 4. 


Historical Note 

B«ference» in Text. Revenue Act of prior revenue acts, referred to In text. 

1038, referred to in text, is Act May 28, see Volumes ‘‘Title 26— Internal Revenue 

Isas, c. 289, 62 Stat 447. For complete Acts”, 
oriirin^ text of Revenue Act 1938 and 


§ 2. Cross references 

The cross references in this chapter to other portions of the chapter, 
where the word "see'' is used, are made only for convenience, and shall 
be given no legal effect. 53 Stat. 4. 

§ 8. dassificatioii of provisions 

The provisions of this chapter are herein classified and designated as — 

Subchapter A — Introductory provisions. 

Subchapter B — General provisions, divided into Parts and sections. 

Subchapter C — Supplemental provisions, divided into Supplements and 
sections. 

Subchapter D — Stricken. 

Subchapter E — ^Tax on Self-Employment Income (the Self-Employment 
Contributions Act), divided into sections. 53 Stat. 4, amended Oct. 21, 
1942, 4:30 p. m., E. W. T., c. 619, Title I. § 172(b), 66 Stat. 892; May 
29, 1944, 7 p. m., E. W. T., c. 210, Part I, § 6(b) (1), 68 Stat. 234; Aug. 
28, 1960. c. 809. Title II, 5 208(d) (1), 64 Stat. 644. 


Historical Note 


Befereaces la Text. The “Self-Em- 
ployment Contributions Act”, referred to 
in text, is set out as sections 4$(>-4S2 
of I.R.C.1939. 

IPoO Amendment. Act Aug. 28, 196di 
amended section by adding “Subchapter 
W— Tax on Self-Employment Income 
• • • into sections.” 

1944 Amoadment. Act May 29, 1944, 
amended section by striking out “Sub- 
chapter D— Victory tax on individuals, 
divided into parts and sections,” 

1943 Amendment. Act Oct. 21, 1942, 
added “Subchapter D— Victory Tax on in- 
dividuals, divided into parts and sec- 
tions.” 

Effective Bate of 1944 Amendment. 
Section 2 of Act May 29, 1944 provided 
that the amendment of this section was 
made applicable to taxable years begin- 
ning after Dec. SI, IWS. 


Effective Date of 1948 Am.endmeat. 
Section 172(g) of Act Oct. 21. 1942 pro- 
vided that the amendment of this section 
was made effective Jan. 1, 1943, applicable 
to all wages paid on or after such date. 

Treaty Obligations. Section 109 of Act 
Oct. 21, 1942, provided that “No amend- 
ment naade by this title [sections 101-172, 
181-186 of 1942 Act] shall apply in any 
case where its application would be con- 
trary to any treaty obligation of the 
United States.” 

Text of Amendatory Bevenne Acts. 
Complete original text of Revenue Acts 
amending this section, 1839 to date, 
see volumes “Title 26 — ^Internal Revenue 
Acts”. 

Beglslatlve History and Congressional 
Comment: For legislative history and 
purpose of Act Aug. 28^ 1950, sen 1960 
U.S.Code Cong. Service, p. 3287. See. also, 
Act May 29, 1944. 1944 UUSbCod# (!»Ug, 
Service, p. 1056. 
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§ 4. Special classes of taxpayers 

The application of the General Provisions and of Supplements A to D, 
Inclusive, to each of the following special classes of taxpayers, shall be 
subject to the exceptions and additional provisions found in the Supple- 
ment applicable to such class, as follows : 

(a) Estates and trusts and the beneficiaries thereof, — Supplement E. 

(b) Members of partnerships, — Supplement F. 

(c) Insurance companies, — Supplement G. 

(d) Nonresident alien individuals, — Supplement H. 

(e) Foreign corporations, — Supplement I. 

(f) Individual citizens of any possession of the United States who are 
not otherwise citizens of the United States and who are not residents of 
the United States, — Supplement J. 

(g) Individual citizens of the United States or domestic corporations, 
satisfying the conditions of section 251 by reason of deriving a large por- 
tion of their gross income from sources within a possession of the United 
States, — Supplement J. 

(h) China Trade Act corporations, — Supplement K. 

(i) Foreign personal holding companies and their shareholders, — Sup- 
plement P. 

(j) Regulated investment companies, — Supplement Q. 

(k) Shareholders of Personal Service Corporations, — Supplement S. 

(l) Individuals with adjusted gross income of less than $5,000, — Sup- 
plement T. 53 Stat. 4, amended Sept. 20, 1941, 12:15 p. m., E. S. T., c. 412, 
Title I, § 102(c), 55 Stat. 692; Oct. 21, 1942, 4:30 p. m., B. W. T., c! 
619, Title I, § 170(b) (1), 66 Stat. 881; May 29, 1944, 7 p. m., E. W. T., 
c. 210, Part I, § 6(b), 58 Stat. 234. 


Historical Note 


1944 Amendmeat. Subsec. (1) amend- 
ed by Act May 29, 1944, which struck out 
Bubsec. “(Z) Individuals with gross in- 
come from certain sources of $3000 or 
less, — Supplement T" and inserted new 
gnbsec. “(Z).” 

1943 Anttendment. Subsec. (j) amended 
by Act Oct 21, 1942, which substituted 
•‘Regulated” for “Mutual” investment 
companies. 

1941 Amendment. Subsecs, (k) and (1) 
added by Act Sept. 20, 1941. 

BUectlve Bate ot 1944 Amendment. 
Amendment of subsec. (Z) made applica- 
ble to taxable years beginning after Dec. 
SI, 1943 by section 2 of Act May 29, 1944. 

Xiffeetive Bate of 1943 Amendment. 
Amendment of subsec. (j) made applica- 
ble to taxable years beginning after Dec. 
31, 1941 by section 101 of Act Oct. 21, 
1942. 

EffectlTO Bate of 1941 Amendment. 
Section 118 of Act Sept. 20, 1941 provided 


that the amendment of this section was 
made applicable only to taxable years 
beginning after Dec. 31, 1940. 

Treaty ObUgations. Section 109 of Act 
Oct. 21, 1942, provided that “No amend- 
ment made by this title [sections 101-172, 
181-186 of 1942 Act] shall apply In any 
case where its application would he con- 
trary to any treaty obligation of the 
United States.” 

'Similar provisions were contained in 
the following Act: 

1941— Sept. 20, 1941. 12:15 p. m., H. S. T., 
c. 412, Title I, S 108, 55 Stat. 695. 

T«xt of Amendatory Bevenno Acts. 
Complete original text of Revenue Acts 
amending this section, 1939 to date, 
see volumes “Title 26— Internal Revenue 
Acts”. 

Congressional Comment: For legisla- 
tive history and purpose of Act May 29, 
1944, see 1944 U.S.Code Cong.Service, p. 
1056. 
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SXJBCHAPTER B.— GENERAL PROVISIONS 

PABT I— RATES OF TAX 

§ 11. Normal tax on individuals 

(a) Taxable years beginning after September SO, 1950. In the case 
of taxable years beginning after September 30, 1950, there shall be levied, 
collected, and paid for each taxable year upon the net income of every 
individual a normal tax of 3 per centum of the amount of the net income 
in excess of the credits against net income provided in section 25. For 
alternative tax which may be elected if adjusted gross income is less 
than $5,000, see supplement T. 

(b) Taxable years beginning before October 1, 1950. In the case of 
taxable years beginning before October 1, 1950, there shall be levied, 
collected, and paid for each taxable year upon the net income of every 
individual a normal tax determined by computing a tentative normal tax 
of Z per centum of the amount of the net income in excess of the credits 
against net income provided in section 25, and by reducing such tenta- 
tive normal tax as provided in section 12(c). For alternative tax which 
may be elected if adjusted gross income is less than $5,000, see supplement 
T. For computation of tax in case the taxable year (other than the cal- 
endar year 1950) ends after September 30, 1950, see section 108(e). 
53 Stat. 5, amended Sept, 20, 1941, 12:15 p. m.. E. S. T., c. 412, Title I, 
§ 102(b) (1). 65 Stat. 692; Oct. 21, 1942, 4:30 p. m., E. W. T., c. 619, 
Title I, § 102, 56 Stat 802; May 29, 1944, 7 p. m., E. W. T., c. 210, Part 
I. § 3, 58 Stat 231; Nov. 8, 1945, 5:17 p. m., B. S. T.. c. 453, Title I, 
§ 101(a), 69 Stat 657; Apr. 2, 1948, 3:18 p. m., E. S. T., c. 168, Title I, 
§ 104(a), 62 Stat 111; Sept 23, 1950, 3:15 p. m., E. D. T., c. 994, Title 
I, Pt 1, § 101(a), 64 Stat 910. 


Historical Note 


1950 Amondmeiit. Act Sept. 23, 1960, 
amended section generally to increase the 
normal tax on individuals after Oct. 1, 
1960, although the tax rate base will re- 
main the same. 

1948 AJcuendment. Act Apr. 2, 1948, 
made a technical amendment by striking 
out "'by S per centum thereof” and in- 
serting in lieu thereof “as provided in 
section 12(c).” 

1946 Amendment. Act Nov. 8, 1945, 
amended section by adding “determined 
by computing a tentative normal tax”, 
omitting “(a)” following “section 26", 
and adding “and by reducing such tenta- 
tive normal tax by 5 per centum thereof.” 

1944 Amendment. Act May 29, 1944, 
amended section by changing tax rate 
from 6% to omitting “(For alternate 
tax, if gross income from certain sources 
is $3000 or less, see section 400)” follow- 
ing “section 25”, and adding last sen- 
tence. 

1942 Amendment. Rat# Increased from 
4 to 6 per centum by Act Oct. 21, 1942. 

1941 Amendment. Parenthetical cross- 
reference to section 400 was inserted by 
Act Sept. 20, 1941. 

Effective Bate of 1950 Amendments. 
Section 104 of Act Sept. 23, 1960, pro- 


vided that: “Except as provided in sec- 
tion 103 [set out as a note under this 
Section], the amendments made by this 
part [amending sections 11, 12, and 400 
of I.R.C.1939] shall be applicable only 
with respect to taxable years ending after 
December 31, 1949. For treatment of tax- 
able years (other than the calendar year 
1960) beginning before October 1, 1950^ 
and ending after September 30, 1960, see 
section 131 [section 108 (e)-(g) of I.R.C. 
1939].” 

Effectivci Date of 1948 AtnexidiKkent. 
Section 105 of Act Apr. 2, 1948, provided 
that the amendment made by section 104 
(a) of said Act Apr. 2, 1948, to section 
11 of I.R.C.1939 should be applicable to- 
taxable years beginning after Dec. 31, 
1947, and that taxable years beginning 
in 1947 and ending 1948 shall be governed 
by subsec. (d) of section 108 of l.R.Cw 
1939. 

Effective Date of 1945 Anaendinent* 
Section 101(d) of Act Nov. 8, 1946, provid- 
ed that the amendment of this section 
was made applicable to taxable years be- 
ginning after Dec. 31, 1946. For treat- 
ment of taxable years beginning in 1946. 
and ending in 1946, see sections 108 and 
710 of I.R.C.1939. 

Effective Date of 1944 Ainendiiaeiift ff 
Section 2 of Act May 29, 1944, provided 



RATES OF TAX 


§11 


that the amendment of this section was 
made applicable to taxable years begin- 
ning after Dec. 31, 1943. 

Effective Date of 1943 Ajneiidiiien.t. 
Section 101 of Act Oct. 21, 1942 provided 
that the amendment of this section was 
made applicable to taxable years begin- 
ning after Dec. 31, 1041. 

Effective Date of 1941 Amendment. 
Section 118 of Act Sept. 20, 1941 provided 
that the amendment of this section was 
made applicable only to taxable years 
beginning after Dec. 31, 1940. 

Shoirt Title. Congress in enacting Act 
Sept. 23, 1950, provided by section 1 of 
said Act Sept. 23, 1950, that it should be 
popularly known as the “Reyenue Act of 
1950". 

Congress in enacting amendments to 
sections 11, 12, 23, 25, 51, 58, 108, 113, 
142, 147, 163, 400, 811-813, 936, 1000, 1004 
and 1622 of this title by Act Apr. 2, 
1948, provided by section 1 of said Act 
Apr. 2, 1948, that it should be popularly 
known as the “Revenue Act of 1948,’* 

Computation of Tax in Case of Certain 
Joint Returns. Section 103 of Act Sept. 
23, 1950, provided that: “If a joint re- 
turn of a husband and wife is filed under 
the provisions of section 51(b) (3) of the 
Internal Revenue Code [section 51 (b) (3) 
of I.R.C.1939] in a case where the hus- 
band and wife have different taxable 
years because of the death of either 
spouse and the taxable year of the sur- 


viving spouse covered by such joint re- 
turn began before October 1, 1950, and 
ended after September 30, 1950, the 

amendments made by this part [amend- 
ing sections 11, 12 and 400 of I.R.C.1939] 
shall be applicable in respect of such 
joint return as if the taxable years of 
both spouses covered by the joint return 
ended on the date of the closing of the 
surviving spouse’s taxable year." 

Treaty Obligations. Section 214 of Act 
Sept. 23, 1950, provided that: “No amend- 
ment made by this Act [Act Sept. 23, 
1950] shall apply in any case where its 
application would be contrary to any 
treaty obligation of the United 'States." 

Similar provisions were contained in 
the following Acts: 

1942— Oct. 21, 1942, 4 30 p m., E.W.T , 
c. 619, Title I, § 109, 66 Stat. 808 

1941— Sept 20, 1941, 12 :15 p. m., E.S.T., 
c. 412, Title I, § 108, 55 Stat. 695. 

Text of Amendatory Revenue Acts. 
Complete original text of Revenue Acts 
amending this section, 1939 to date, 
see volumes “Title 26 — ^Internal Revenue 
Acts”. 

liegislative History and Congressional 
Comment: For legislative history 'and 
purpose of Act Sept. 23, 1950, see 1950 
U.S.Code Cong.Service, p. 3053. See, also, 
Acts Apr. 2, 1948, see 1948 U.S.Code Cong. 
Service, p. 1163; Nov. 8, 1945, 1945 U.S. 
Code Cong.Service, p. 814; May 29, 1944, 
1944 U.S.Code Cong.Service, p. 1056. 
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§ 12. Surtax on IndiTidnals 

(a) Befinltion of “snitax net income”. As Used in tliis section tlie term 
"surtax net income" means the amount of the net income in excess of the 
credits against net income provided in section 25(b). 

(h) Kates of surtax. 

(1) Calendar year 1951. In the case of a taxable year beginning 
on January 1, 1951, and ending on December 31, 1951, there shall be 
levied, collected, and paid for such taxable year upon the surtax net 
income of every Individual the surtax shown in the following table; 


If the surtax net Income Is: 

Not over $2,000 

Over $2,000 but not over $4,000 

Oyer $4,000 but not over $6,000 

Over $6,000 but not over $8,000 

Over $8,000 but not over $10,000.... 

Over $10,000 but not over $12,000... 

Over $12,000 but not over $14,000... 

Over $14,000 but not over $16,000. .. 

Over $16,000 but not over $18,000... 

Over $18,000 but not over $20,000... 

Over $20,000 but not over $22,000... 

Over $22,000 but not over $26,000... 

Over $26,000 but not over $32,000... 

Over $32,000 but not over $38,000... 

Over $38,000 but not over $44,000... 

Over $44,000 but not over $50,000... 

Over $50,000 but not over $60,000... 

Over $60,000 but not over $70,000... 

Over $70,000 but not over $80,000. . • 

Over $80,000 but not over $90,000... 

Over $90,000 but not over $100,000 . . 

Over $100,000 but not over $150,000 

Over $150,000 but not over $200,000 

Over $200,000 


The surtax shall be: 

17.4% of the surtax net income. 


$348, plus 19.4% 
$2,000. 

of 

excess 

over 

$736, plus : 
$4,000. 

24% 

of 

excess 

over 

$1,216, plus 
$6,000. 

27% 

of 

excess 

over 

$1,756, plus 
$8,000. 

32% 

of 

excess 

over 

$2,396, plus 
$10,000. 

36% 

of 

excess 

over 

$3,116, plus 
$12,000. 

40% 

of 

excess 

over 

$3,916, plus 
$14,000. 

45% 

of 

excess 

over 

$4,816, plus 
$16,000. 

48% 

of 

excess 

over 

$5,776, plus 
$18,000. 

51% 

of 

excess 

over 

$6,796, plus 
$20,000. 

64% 

of 

excess 

over 

$7,876, plus 
$22,000. 

57% 

of 

excess 

over 

$10,156, plus 
$26,000. 

60% 

of 

excess 

over 

$13,756, plus 
$32,000. 

63% 

of 

excess 

over 

$17,536, plus 
$38,000. 

66% 

of 

excess 

over 

$21,496, plus 
$44,000. 

70% 

of 

excess 

over 

$25,696, plus 
$50,000. 

72% 

of 

excess 

over 

$32,896, plus 
$60,000. 

75% 

of 

excess 

over 

$40,396, plus 
$70,000. 

79% 

of 

excess 

over 

$48,296, plus 
$80,000. 

81% 

of 

excess 

over 

$56,396, plus 
$90,000. 

84% 

of 

excess 

over 

$64,796, plus 
$100,000. 

86% 

of 

excess 

over 

$107,796, plus 87% 
$150,000. 

of 

excess 

over 

$151,296, plus 
$200,000. 

88% 

of 

excess 

over 
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(2) Taxable years b^iimiiig after October SI, 1®51, ancl before 
January 1, 1054. In the case of taxable years beginning after Octo- 
ber 31, 1951, and before January 1, 1954, there shall be leried, col- 
lected, and paid for each taxable year upon the surtax net income of 
every individual (other than a head of a household to vrhona sub- 
section (c) applies) the surtax shown in the following table: 


flf the surtax net income Is: 

Not over $2,000 * 

Over $2,000 but not over $4,000 

Over $4,000 but not over $6,000 

Over $6,000 but not over $8,000. . . . • 

Over $8,000 but not over $10,000..*. 

Over $10,000 but not over $12,000. . . 

Over $12, OCX) but not over $14,000 . . . 

Over $14,000 but not over $16,000. . . 

Over $16,000 but not over $18,000... 

Over $18,000 but not over $20,000. • • 

Over $20,000 but not over $22,000... 

Over $22,000 but not over $26,000... 

Over $26,000 but not over $32,000. . • 

Over $32,000 but not over $38,000... 

Over $38,000 but not over $44,000... 

Over $44,000 but not over $50,000... 

Over $50,000 but not over $60,000... 

Over $60,000 but not over $70,000... 

Over $70,000 but not over $80,000. . . 

Over $80,000 but not over $90,000. .. 

Over $90,000 but not over $100,000. . 

Over $100,000 but not over $150,000 

Over $150,000 but not over $200,000 

Over $200,000 


The surtax shall be: 


19.2% of the surtax net income. 


$384, plus 21.6% 
$2,000 

of 

excess 

over 

$836, plus 26% 1 
$4,000. 

of 

excess 

over 

$1,336, plus 
$6,000. 

31% 

of 

excess 

over 

$1,956, plus 
$8,000. 

35% 

of 

excess 

over 

$2,656, plus 
$10,000. 

39% 

of 

excess 

over 

$3,436, plus 
$12,000. 

45% 

of 

excess 

over 

$4,336, plus 
$14,000. 

50% 

of 

excess 

over 

$0,336, plus 
$16,000. 

63% 

of 

excess 

over 

$6,396, plus 
$18,000. 

66% 

of 

excess 

over 

$7,516, plus 
$20,000. 

59% 

of 

excess 

over 

$8,696, plus 
$22,000. 

63% 

of 

excess 

over 

$11,216, plus 
$26,000. 

64% 

of 

excess 

over 

$15,056, plus 
$32,000. 

65% 

of 

excess 

over 

$18,956, plus 
$38,000. 

69% 

of 

excess 

over 

$23,096, plus 
$44,000. 

72% 

of 

excess 

over 

$27,416, plus 
$50,000- 

74% 

of 

excess 

over 

$34,816, plus 
$60,000. 

77% 

of 

excess 

over 

$42,516, plus 
$70,000. 

80% 

of 

excess 

over 

$50,516, plus 
$80,000. 

82% 

of 

excess 

over 

$58,716, plus 
$90,000. 

85% 

of 

excess 

over 

$67,216, plus 

00 

of 

excess 

over 


$ 100 , 000 . 

$110,716, plus 88% of excess over 
$150,000. 

$154,716, plus 89% of excess over 
$ 200 , 000 . 


T. 26h U.S.C.A.— a 
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(S) CTaxaMe years begiimmg after December SI, 1953. In tbe 
case of taxable years beginning after December 31, 1953, there shall 
be levied, collected, and paid for each taxable year upon the surtax 
net income of every individual (other than a head of a household to 
whom subsection (c) applies) the surtax shown in the following 
table: 


If the surtax net income Is: 

Not over $2,000 

Over $2,000 but not over $4,000 

Over $4,000 but not over $6,000 . . . . . 

Over $6,000 but not over $8,000 

Over $8,000 but not over $10,000.... 

Over $10,000 but not over $12,000. .. 

Over $12,000 but not over $14,000. .. 

Over $14,000 but not over $16,000. .. 

Over $16,000 but not over $18,000... 

Over $18,000 but not over $20,000. . . 

Over $20,000 but not over $22,000... 

Over $22,000 but not over $26,000. .. 

Over $26,000 but not over $32,000. .. 

Over $32,000 but not over $38,000... 

Over $38,000 but not over $44,000. .. 

Over $44,000 but not over $50,000... 

Over $50,000 but not over $60,000 . . . 

Over $60,000 but not over $70,000... 

Over $70,000 but not over $80,000... 

Over $80,000 but not over $90,000... 

Over $90,000 but not over $100,000.. 

Over $100,000 but not over $150,000 

Over $150,000 but not over $200,000 

Over $200,000 


The surtax shall be: 

17% of the surtax net income. 


$340, plus 
$2,000. 

19% 

of 

excess 

over 

$720, plus : 
$4,000. 

23% 

of 

excess 

over 

$1,180, plus 
$6,000. 

27% 

of 

excess 

over 

$1,720, plus 
$8,000. 

31% 

of 

excess 

over 

$2,340, plus 
$10,000. 

35% 

of 

excess 

over 

$3,040, plus 
$12,000. 

40% 

of 

excess 

over 

$3,840, plus 
$14,000. 

44% 

of 

excess 

over 

$4,720, plus 
$16,000. 

47% 

of 

excess 

over 

$5,660, plus 
$18,000. 

60% 

of 

excess 

over 

$6,660, plus 
$20,000. 

53% 

of 

excess 

over 

$7,720, plus 
$22,000. 

56% 

of 

excess 

over 

$9,960, plus 
$26,000. 

59% 

of 

excess 

over 

$13,500, plus 
$32,000. 

62% 

of 

excess 

over 

$17,220, plus 
$38,000. 

66% 

of 

excess 

over 

$21,180, plus 
$44,000. 

CD 

of 

excess 

over 

$25,320, plus 
$50,000. 

72% 

of 

excess 

over 

$32,520, plus 
$60,000. 

75% 

of 

excess 

over 

$40,020, plus 
$70,000. 

78% 

of 

excess 

over 

$47,820, plus 
$80,000. 

00 

of 

excess 

over 

$55,920, plus 
$90,000. 

84 % 

of 

excess 

over 

$64,320, plus 
$100,000. 

86 % 

of 

excess 

over 

$107,320, plus 
$150,000. 

00 

of 

excess 

over 

$150,820, plus 
$200,000. 

00 

00 

of 

excess 

over 
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(c) Kates of siirtax — ^Head of houseliold. 

(1) Taxable years beginning after October 31, 1951, and before 
January 1, 1954. In the case of taxable years beginning after Octo- 
ber 31, 19 51, and before January 1, 1954, there shall be levied, col- 
lected, and paid for each taxable year upon the surtax net income of 
every individual who is the head of a household the surtax shown in 
the following table: 

If the surtax net Income Is: The surtax shall be: 

Not over $2,000 19.2% of the surtax net income. 

Over $2,000 but not over $4,000 $384, plus 20.4% of excess over 

$ 2 , 000 . 

Over $4,000 but not over $6,000 .... $792, plus 24% of excess over 

$4,000. 

Over $6,000 but not over $8,000.... $1,272, plus 26% of excess over 

$6,000. 

Over $8,000 but not over $10,000 $1,792, plus 31% of excess over 

$8,000. 

Over $10,000 but not over $12,000... $2,412, plus 32% of excess over 

$ 10 , 000 . 

Over $12,000 but not over $14,000... $3,052, plus 38% of excess over 

$ 12 , 000 . 

Over $14,000 but not over $16,000... $3,812, plus 41% of excess over 

$14,000. 

Over $16,000 but not over $18,000... $4,632, plus 44% of excess over 

$16,000. 

Over $18,000 but not over $20,000... $5,512, plus 45% of excess over 

$18,000. 

Over $20,000 but not over $22,000. .. $6,412, plus 49% of excess over 

$ 20 , 000 . 

Over $22,000 but not over $24,000... $7,392, plus 51% of excess over 

$ 22 , 000 . 

Over $24,000 but not over $28,000 .. . $8,412, plus 64% of excess over 

$24,000. 

Over $28,000 but not over $32,000. .. $10,572, plus 57% of excess over 

$28,000. 

Over $32,000 but not over $38,000. .. $12,852, plus 60% of excess over 

$32,000. 

Over $38,000 but not over $44,000. . . $16,452, plus 63% of excess over 

$38,000. 

Over $44,000 but not over $50,000... $20,232, plus 68% of excess over 

$44,000. 

Over $60,000 but not over $60,000. .. $24,312, plus 69% of excess over 

$50,000. 

Over $60,000 but not over $70,000... $31,212, plus 70% of excess over 

$60,000. 

Over $70,000 but not over $80,000... $38,212, plus 74% of excess over 

$70,000. 

Over $80,000 but not over $90,000... $45,612, plus 76% of excess over 

$80,000. 

Over $90,000 but not over $100,000. . $53,212, plus 78% of excess over 

$90,000. 

Over $100,000 but not over $150,000 $61,012, plus 82% of excess over 

$ 100 , 000 . 

Over $150,000 but not over $?60,000 $102,012, plus 86% of excess over 

$150,000. 

Over $200,000 but not over $300,000 $144,612, plus 88% of excess over 

$ 200 , 000 . 

Over $300,000 $232,512, plus 89% of excess over 

$300,000. 
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(S) Taxable years begiimiiig after December SI, 1953. In tlie cas® 
of taxable years beginning after December 31, 1953, there shall be 
levied, collected, and paid for each taxable year upon the surtax net 
income of every individual who is the head of a household the surtax 


shown in the following table: 

if the surtax net income is: 

Not over $2,000 * 

Over $2,000 but not over $4,000 

Over $4,000 but not over $6,000 

Over $6,000 but not over $8,000 

Over $8,000 but not over $10,000.... 

Over $10,000 but not over $12,000... 

Over $12,000 but not over $14,000... 

Over $14,000 but not over $16,000... 

Over $16,000 but not over $18,000. .. 

Over $18,000 but not over $20,000... 

Over $20,000 but not over $22,000... 

Over $22,000 but not over $24,000. .. 

Over $24,000 but not over $28,000... 

Over $28,000 but not over $32,000... 

Over $32,000 but not over $38,000... 

Over $38,000 but not over $44,000... 

Over $44,000 but not over $50,000. . . 

Over $50,000 but not over $60,000... 

Over $60,000 but not over $70,000... 

Over $70,000 but not over $80,000... 

Over $80,000 but not over $90,000... 

Over $90,000 but not over $100,000.. 

Over $100,000 but not over $150,000 

Over $150,000 but not over $200,000 

Over $200,000 but not over $300,000 

Over $300,000 


The surtax shall be: 


17% of the surtax net ; 

income. 


$340, plus ; 
$2,000. 

18% 

of 

excess 

over 

$700, plus 21% 
$4,000. 

of 

excess 

over 

$1,120, plus 
$6,000. 

23% 

of 

excess 

over 

$1,580, plus 
$8,000. 

27% 

of 

excess 

over 

$2,120, plus 
$10,000. 

29% 

of 

excess 

over 

$2,700, plus 
$12,000, 

33% 

of 

excess 

over 

$3,360, plus 
$14,000. 

36% 

of 

excess 

over 

$4,080, plus 
$16,000. 

39% 

of 

excess 

over 

$4,860, plus 
$18,000. 

40% 

of 

excess 

over 

$5,660, plus 
$20,000. 

44% 

of 

excess 

over 

$6,540, plus 
$22,000. 

46% 

of 

excess 

over 

$7,460, plus 
$24,000. 

49% 

of 

excess 

over 

$9,420, plus 
$28,000. 

51% 

of 

excess 

over 

$11,460, plus 
$32,000. 

55% 

of 

excess 

over 

$14,760, plus 
$38,000. 

59% 

of 

excess 

over 

$18,300, plus 
$44,000. 

63% 

of 

excess 

over 

$22,080, plus 
$50,000. 

65% 

of 

excess 

over 

$28,580, plus 
$60,000. 

68% 

of 

excess 

over 

$35,380, plus 
$70,000. 

71% 

of 

excess 

over 

$42,480, plus 
$80,000. 

73% 

of 

excess 

over 

$49,780, plus 
$90,000. 

77% 

of 

excess 

over 

$57,480, plus 
$100,000. 

80% 

of 

excess 

over 

$97,480, plus 
$150,000. 

84% 

of 

excess 

over 

$139,480, plus 87% 
$200,000. 

of 

excess 

over 

$226,480, plus 88% 
$300,000. 

of 

excess 

over 
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(3) Befinition of head of household. For the purposes of this 
chapter, an individual shall be considered a head of a household if, 
and only if, such individual is not married at the close of his tax- 
able year and maintains as his home a household which constitutes 
for such taxable year the principal place of abode, as a member of 
such household, of: 

(A) A son, stepson, daughter, or stepdaughter of the taxpayer, 
or a descendant of a son or daughter of the taxpayer, but if such 
son, stepson, daughter, stepdaughter, or descendant is married 
at the close of the taxpayer's taxable year, only if the taxpayer is 
entitled to an exemption for the taxable year for such person un- 
der section 25 (b); or 

(B) Any other person who is a dependent of the taxpayer, if 
the taxpayer is entitled to an exemption for the taxable year for 
such person under section 25 (b). 

An individual shall be considered as maintaining a household only 
if over half of the cost of maintaining the household during the tax- 
able year is furnished by such individual. 

(4) Determination of status. For the purposes of this subsec- 
tion — 

(A) a legally adopted child of a person shall be considered a 
child of such person by blood; 

(B) an individual who is legally separated from his spouse un- 
der a decree of divorce or of separate maintenance shall not be 
considered as married; 

(C) a taxpayer shall be considered as not married at the close 
of his taxable year if at any time during the taxable year his 
spouse is a nonresident alien; and 

(D) a taxpayer shall be considered as married at the close of 
his taxable year if his spouse (other than a spouse described in 
subparagraph (C)) died during the taxable year. 

(6) Nonresident alien. For the purposes of this chapter a taxpay- 
er shall in no case be considered a head of a household if at any 
time during the taxable year he is a nonresident alien. 

(d) Tax in case of Joint return. In the case of a joint return of hus- 
band and wife under section 51(b), the combined normal tax and surtax 
under section 11 and subsection (b) of this section shall be twice the 
combined normal tax and surtax that would be determined if the net 
Income and the applicable credits against net Income provided by section 
25 were reduced by one-half. 

(e) Computation of tax without regard to credits against tax. In 
the application of this section, the combined normal tax and surtax shall 
be computed without regard to the credits provided in sections 31, 32, and 
35. 

(f) limitation on tax. 

(1) Calendar year 1951. In the case of a taxable year beginning 

^ on January 1, 1961, and ending December 31, 1951, the combined 

normal tax and surtax shall in no event exceed 87.2 per centum of the 
net Income for the taxable year. 

(2) Taxable years beginning after October ,31, 1951, and before 
January 1, 1954. In the case of taxable years beginning after October 
81, 1951, and before January 1, 1964, the combined normal tax and 
surtax shall in no event exceed 88 per centum of the net income of the 
taxable year. 

(8) Taxable years beginning after December 31, 1953. In the 
cabe 6f taxable years beginnipg after December 31, 1953, the com- 

normal tax and surtax Shall in no event exceed 87 per centum of 
the net income for the ta:^abl6 year. 
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(g) Cross references. 

(1) Alternative tax. For alternative tax which may be elected If 
adjusted gross income is less than $5,000, see Supplement T. 

(2) Tax in case of capital gains. For rate and computation of 
alternative tax in lieu of normal tax and surtax in the case of capital 
gain from the sale or exchange of capital assets held for more than 6 
months, see section 117 (c). 

(S) Tax on personal holding companies. For surtax on personal 
holding companies, see section 500. 

(4) Avoidance of surtaxes by incorporation. For surtax on cor- 
porations which accumulate surplus to avoid surtax on shareholders, 
see section 102. 

(5) Sale of oil or gas properties. For limitation of surtax at- 
tributable to the sale of oil or gas properties, see section 105. 

(6) Tax on self-employment income. For tax on self-employment 
income, see subchapter E. 53 Stat. 5, amended June 25, 1940, 11:45 
a, m., E, S. T., c. 419, Title I, § 2, 54 Stat. 516; Sept. 20, 1941, 12:15 
p. m., E. S. T., c. 412, Title I, §§ 101, 102(b) (2), 55 Stat. 688, 692; 
Oct. 21, 1942, 4:30 p. m., E. W. T., c. 619, Title I, §§ 103, 150(j), 55 
Stat. 802, 846; May 29, 1944, 7 p. m., E. W. T., c. 210, Part I, § 4, 53 
Stat. 231; Nov. 8, 1945. 5:17 p. m., E. S. T., c. 453, Title I, § 101 
(b, c), 59 Stat. 557, 558; Apr. 2, 1948, 3:18 p. m., B. S. T., c. 168, 
Title I, §§ 101, 104 (b, c). Title III, § 301, 62 Stat. Ill, 114; Aug. 28, 
1950, c. 809, Title II, § 208(d) (2), 64 Stat. 544; Sept. 23, 1950, 
3:15 p. m., E. D. T., c. 994, Title I, Pt. 1, § 101(b), 64 Stat. 910; Oct. 
20, 1951, 2:07 p. m.. E. S. T.. c. 521, Title I, § 101, Title III, $ 301 
(a), 65 Stat. 459, 480. 


Historical Note 


1051 Amendment. Sub sec. (b) amended 
by Act Oct. 20, 1951, § 101(a), to increase 
the tax rates beginning Nov. 1, 1951. 

Subsec. (c) amended generally by Act 
Oct. 20, 1951, § 301(a), to provide a new 
surtax table for a “head of a house- 
hold.” 

Subsec. (f) amended by Act Oct. 20. 
1951, § 101(b), to change the limitation 
on the total tax. 

1050 Amendment. Subsec. (b) amend- 
ed by Act Sept. 2S, 1950, § 101(b) (1), (2). 
to provide for the increase in taxes 
after Oct. 1. 1950, although the tax rate 
base will remain the same. 

Subsec. (c) amended by Act Sept, 23, 
1950, $ 101(b) (3), to increase tax rates 
after Oct. 1, 1950, by decreasing the 
amount of the reduction allowable. 

Subsec. (f) amended by Act Septw 23, 
1950, § 101(b) (4), to provide for a limi- 
tation on total tax. 

Subsec. (g) amended by Act Aug, 28, 
1960, which added par (6). 

1048 Amendment. Sub sec. (b) amend- 
ed by Act Apr. 2, 1948, | 104(a). which 
made a technical amendment by strik- 
ing out “by 5 per centum thereof*’ and 
inserting in lieu thereof “as provided in 
subsection (c) of this section.” 

Subsec. (c) amended generally by Act 
Apr. Z, 1948, I 101, which struck out 
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former cross reference provisions and 
inserted the provision relating to reduc- 
tion of tentative normal tax and tenta- 
tive surtax. 

Subsec. (d) added by Act Apr. 2, 1948, 
§ 301, which provides for the computa- 
tion of tax under the so-called income 
splitting plan between husband and wife. 

Subsecs, (e)-(g), formerly subsecs. (d)- 
(h), renumbered and amended generally 
by Act Apr. 2, 1948, § 104(c). 

1045 Amendment. Subsec. (h) amend- 
ed generally by Act Nov. 8, 1945, | 101 
(b), and the surtax reduced in all brack- 
ets. 

Subsec. (g) amended by Act Nov. A 
1945, § 101(c), which substituted “85=54 
per centum” for “90 per centum”. 

1044 Amendment. Subsec. (b) amended 
generally by Act May 29, 1944, § 4(a), 
which increased surtax rates in certain 
brackets. ’ 

Subsec. (g) amended by Act May 29, 
1944, § 4(b), which struck out said sub- 
sec. and inserted in lieu subsecs. (g) and 


1042 Amendment. Subsecs. (b) and (c> 
amended by Act Oct. 21, 1942, 

1041 Amendment. Subsec. (b) amended 
by Act Sept. 20, 1941, { 101. 

Subsec. (g) added by Act Sept. SXk lt4l„ 
i 102(b) (i). ^ 
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1940 Amendment. Snbsec. (b) amended 
by Act June 25, 1940. 

EflfectiTe Bate of 1951 Amendments. 
Section 105 of Act Oct. 20, 1951, provided 
that: “Except as provided in section 104 
fset out as a note under this section], 
the amendments made by this part [sec- 
tions 12, 145, 294 and 400 of I.Il.C.1939] 
shall be applicable only with respect to 
taxable years beginning after October 
SI, 1951, and to taxable years beginning 
on January 1, 1951, and ending on De- 
cember 31, 1951. For treatment of taxa- 
ble years (other than the calendar year 
1^1) beginning before November 1, 1951, 
and ending after October 31, 1951, see 
section 131 [sections 108 and 430 of I R.C. 
1939].*’ 

•Section 301(c) of Act Oct. 20, 1951 pro- 
vided in part that the amendment should 
be applicable with respect to taxable 
years beginning after June 30, 1950. 

EiTective Bate of 1950 Amendmeonts. 
Amendments of subsecs, (b) and (c) of 
this section by Act Sept. 23, 1950, as 
applicable only with respect to taxable 
years ending after Dec. 31, 1949, see 
note set out under section 11 of I.R.C. 
1939. 

Amendment of sub sec. (f) of this 
section was made effective with respect 
to taxable years beginning after Sept. 30, 
1950, by section 101(b) (4) of Act Sept. 
23, 1950. 

Effective Bate of 1948 Amendment. 
Section 105 of Act Apr. 2, 1948, provided 
that the amendments made by sections 
101 and 104 of said Act Apr. 2, 1948, to 
section 12 of I.R.C.1939 should be applica- 
ble to taxable years beginning after Dec. 
■31, 1947, and that taxable years beginning 
in 1947 and ending in 1948 shall be gov- 
erned by subsec. (d) of section 108 of 
I.R.C.1939. 

Section 305 of Act Apr. 2, 1948, pro- 
vided that amendment by section 301 of 
vsaid Act Apr. 2, 1948, should be applica- 
ble to taxable years beginning after Dec. 
31, 1948. 

Effective Bate of 1945 Amendment. 
Section 101(d) of Act Nov, 8, 1945, pro- 
vided that the amendments of this sec- 
tion were made applicable to taxable 
years beginning after Bee. 31, 1945. For 
treatment of taxable years beginning in 
1945 and ending in 1946, see sections 108 
and 710 of I.B.C.1939. 

Effective Bate of 1944 Amendment. 
Section 2 of Act May 29, 1944, provided 
-that the amendments of this section were 
made applicable to taxable years begin- 
ning after Bee. 31, 1943. 

Effective Bate of 194Si Amendment. 
Section 101 of Act Oct. 21, 1942, provided 
that the amendment of this section was 
made applicable to taxable years begin- 
ning after Bee. 81, 1941. 
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Effective Bate of 1941 Amendment. 
Section 118 of Act Sept. 20, 1941, provid- 
ed that the amendment of this section 
was made applicable to taxable years 
beginning after Dec. 31, 1940. 

Effective Bate of 1940 Amendment. 
Section 9 of Act June 25, 1940, provided 
as follows: “The amendments made by 
this title [sections 1-9 of 1940 Act], ex- 
cept the amendments made by section 
6 [affecting sections 143, 144 of I.R.€. 
1939], shall be applicable only with 
respect to taxable years beginning after 
December 31, 1939.” 

Compntation of Tax In Case of Certain 
Joint Betnrns. Section 104 of Act Oct 
12, 1951, provided that: “If a joint re- 
turn of a husband and wife is filed 
under the provisions of section 51(b) (3) 
of the Internal Revenue Code [section 
51(b) (3) of I.R.C.1939] in a case where 
the husband and wife have different 
taxable years because of the death of 
either spouse, and the taxable year of 
the surviving spouse covered by such 
joint return began before November 1, 
1951, and ended after October 31, 1951, 
the amendments made by this part 
[amending sections 11, 12, and 400 of 
I.R.C.1939] and section 131 shall be ap- 
plicable in respect of such joint return 
as if the taxable years of both spouses 
covered by the joint return ended on the 
date of the closing of the surviving 
spouse’s taxable year.” 

Treaty Obligations. Section 615 of Act 
Oct. 20, 1951, provided that: “No amend- 
ment made by this Act [Act Oct. 20, 1951] 
shall apply in any case where its ap- 
plication would be contrary to any treaty 
obligation of the United States.” 

Similar provisions were contained in 
the following acts : 

1950— Sept. 23, 1950, 3:15 p.m., E.D.T,, 
c. 994, Title II, § 214, 64 Stat. 937. 

1942— Oct. 21, 1942, 4:30 p. m., E.W.T., 
c. 619, Title I, $ 109, 56 Stat. 808. 

1941— Sept. 20, 1941, 12:15 p.m., E S.T., 
c. 412, Title I, $ 108, 55 Stat. 695. 

1940— June 25, 1950, 11:45 a. m., E.S.T., 
c. 419, Title I, § 8, 64 Stat. 620. 

Text of Amefudatoiry Bevenue Acts. 
Complete original text of Bevenue Acts 
amending this section, 1939 to date, 
see volumes “Title 26 — ^Internal Bevenue 
Acts”. 

Eegislatlve History and Congressional 
Comment: For legislative history and 
purpose of Act Oct. 20, 1951, see 1951 U.S. 
Code Cong.Service, p. 1781. See, also, 
Acta Aug. 28, 1950, 1950 U.S.Code Cong. 
Service, p. 3053; Apr. 2, 1948. 1948 U.S. 
Code Cong.Service, p. 1163; Nov. 8, 1945, 
1945 U.S.Code Cong.Service, p. 814; May 
29, 1944, 1944 U.S.Code Cong.Service, p. 
1056. 
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§ 13. Normal tax on corporations 

(a) Definitions. For tlie purposes of this chapter — ■ 

(1) Adjusted net income. The term '‘adjusted net income” means the 
net income minus the credit provided in section 26 (a), relating to inter* 
est on certain obligations of the United States and Government corpora- 
tions. 

(2) Normal-tax net income. The term “normal-tax net income” means 
the adjusted net income minus the sum of the following credits; 

(A) The credit for dividends received provided in section 26 (b); 

(B) In the case of a public utility, the credit for dividends paid on its 
preferred stock provided in section 26(h); and 

(C) In the case of a western hemisphere trade corporation (as de- 
fined in section 109), the credit provided in section 26 (i). 

(b) Imposition of tax. There shall be levied, collected, and paid for 
each taxable year upon the normal-tax net income of every corporation 
(except a corporation subject to a tax imposed by section 231 (a). Supple- 
ment G, or Supplement Q) — 

(1) Calendar year 1951. In the case of a taxable year beginning on 
January 1, 1951, and ending on December 31, 1951, a tax of 28% per cen- 
tum of the normal-tax net income. 

(2) Taxable years beginning after March 81, 1951, and before April 1, 
1954. In the case of taxable years beginning after March 31, 1951, and 
before April 1, 1954, a tax of 30 per centum of the normal-tax income. 

(3) Taxable years beginning after March 31, 1954. In the case of tax- 
able years beginning after March 31, 1954, a tax of 26 per centum of the 
normal-tax net income. 

(c) Exempt corporations. For corporations exempt from taxes under 
this chapter, see section 101. 

(d) Tax on personal holding companies. For surtax on personal hold- 
ing companies, see section 500. 

(e) Improper accumulation of surplus. For surtax on corporations 
which accumulate surplus to avoid surtax on shareholders, see section 102. 

(f) Mutual savings banks conducting life insurance business. For 

special tax, in lieu of the taxes imposed by' this section and section 16, in 
the case of a mutual savings bank conducting a life insurance business, 
see section 110. 63 Stat. 7, amended June 29, 1939, 10 p. m., E, S. T., c. 

247, Title II, § 201, 53 Stat. 863; June 25, 1940, 11:45 a. m., E. S. T., c. 
419, Title I, § 3(a), 54 Stat. 517; Oct. 8, 1940, 11 p. m., E. S. T.. c. 757, 
Title I, § 101(a), 64 Stat. 974; Sept. 20, 1941, 12:16 p. m., E. S. T., c. 412, 
Title I, § 103(a), 55 Stat. 692; Oct. 21, 1942, 4:30 p. m., E. W. T., c. 619, 
Title I, § 105(a), 56 Stat. 805; Nov. 8, 1945, 6:17 p. m., E. S. T„ c. 463, 
Title I, § 122(g) (2), 59 Stat, 670; Sept 23, 1960, 3:15 p. m., E. D. T., c. 
994, Title I, Pt II, § 121(a), 64 Stat 914; Oct 20, 1951, 2:07 p. m., E. S. 
T.. c. 521, Title I, § 121(a), Title III, § 346(b), 65 Stat 465, 618. 


Historical Note 


1&61 Ainmdjn<»nt. Subsec. (a) amended 
by Act Oct. 20, 1961, § 121(a), to rede- 
fine ^‘adjusted net income'* and “normal- 
tax net income”. 

Sub sec. (b) amended by Act Oct. 20, 
1951, § 121(a), to increase the tax im- 
post. 

Subsec. (f) added by Act Oct 20, 1951, 

{ 346(b). 

1950 Axnendment. Act Sept. 23, 1950, 
amended section generally to increase 
corporation tax rates. 
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1945 Amendment. Subsec. (a) (2> 

amended by Act Nov. 8, 1945, which 
struck out “minus the crete for income 
subject to the tax imposed by Subchap- 
ter B of Chapter 2 provided in section 
(e) and” following “adjusted net Income”. 

1942 Amendment. Sub^cs. (a) 2) and 
(b) (2) amended by Act Oct 21, 1942. 

1941 Amendment. Subsec. (b), pars. 
(1) and (2), amended by Act Sept 20,. 
1941. 
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1940 Asnendment. Subsection (b) amend- 
ed by Acts June 25, 1940, and Oct. 8, 
1040, whicb chang-ed “18 per centum” 
to “22iAo per centum,” “$3,525” to “$3,755,” 
and “32 per centum” to “35 per centum.” 

1939 Amendment. Act June 29, 1939, 
amended sub secs, (a) -(e) and omitted 
subsecs. (f)“(j). 

Effective Date of 1951 Amendments. 
Section 125 of Act Oct. 20, 1951, provided 
that: “The amendments made by this 
part [subsecs, (a), (b) of this section and 
sections 15, 26, 207, 362, 421, and 430 of 
I.B.C.1939} shall be applicable only with 
respect to taxable years beginning after 
March 31, 1951, and to taxable years be- 
ginning on January 1, 1951, and ending 
on December 31, 1951, except that the 
amendments made to sections 207, 362, 
and 421 of the Internal Revenue Code 
[sections 207, 362, and 421 of I.R.C.1939] 
shall be applicable to taxable years be- 
ginning after December 31, 1950, and 
ending after March 31, 1951. In the case 
of an insurance company subject to the 
tax imposed by section 207 [section 207 
of I.R.C.1939], the provisions of section 
26(b) of such code [section 26(b) of I. 
R.C.1939] applicable to the calendar year 
1951 shall be applicable to a taxable 
year beginning after December 31, 1950, 
and before April 1, 1951, and ending 
after March 31, 1951. For treatment of 
taxable years (other than the calendar 
year 1951) beginning before April 1, 
1951, and ending after March 31, 1951, see 
section 131 [sections 108 and 430 of I.R. 
C.1939].” 

Addition of subsec. (f) made applicable 
only with respect to taxable years begin- 
ning after Dec. 81, 1961, by section. 346 
(c) of Act Oct, 20, 1951. 

Effective Date of 1950 Ametadments. 
Section 123 of Act Sept. 23, 1950, provid- 
ed that the amendments of sections 13, 
14(a). 15, 26(b), (h) (1). (2), (i), 122, 

and 141 shonld be applicable only with 
respect to taxable years ending after 
Dec. 31, and further provided that for 
treatment of taxable years (other than 
calendar year 1960) beginning before 
July 1, 1950, and ending after June 30, 
1950, recourse Is to be had to section 108 
(e)-(g) of I.R.C.1939. 

Effective Date of 1945 Amendnuent. 
Section 122(g) of Act Nov. 8, 1945, pro- 
vided that the amendment of this sec- 
tion was made applicable to taxable 
years beginning after Dec. 31, 1945. 


Effective Date of 1942 Amendmeoat. 
Section 101 of Act Oct. 21, 1942, provid- 
ed that the amendment of this section 
was made applicable to taxable years be- 
ginning after Dec. 31, 1941. 

Effective Date of 1941 Amendment. 
Section 118 of Act Sept. 20, 1941, provid- 
ed that the amendment of this section was 
made applicable to taxable years begin- 
ning after Dec. 31, 1940. 

Effective Dates of 1940 Amendment. 
Section 101(e) of Act Oct. 8, 1940, pro- 
vided that the amendment of this section 
was applicable only with respect to tax- 
able years beginning after Dec. 31, 1039 

Section 9 of Act June 25, 1940, provid- 
ed as follows: “The amendments made 
by this title [sections 1-9 of 1940 Act], 
except the amendments made by section 5 
[affecting sections 143, 144, of I.R C. 
1939], shall be applicable only with re- 
spect to taxable years beginning after 
December 31, 1939.” 

Effective Date of 1939 Amendment. 
Section 229 of Act June 29, 1939, provided 
that the amendment of this section was 
made applicable only with respect to 
taxable years beginning after Dec. 31, 
1939. 

Treaty Obligations. Section 615 of Act 
Oct. 20, 1951, provided that: “No amend- 
ment made by this Act [Act Oct. 20, 
1951] shall apply in any case where its 
application would be contrary to any 
treaty obligation of the United States ” 

Similar provisions were contained in 
the following Acts: 

1950— Sept. 23, 1950, 3:15 p. m., H.D.T., 
c. 994, Title II, 5 214, 64 Stat. 937. 

1942--Oct. 21, 1942, 4:80 p. m.. B.W.T.. 
c. 619, Title I, § 109, 56 Stat. 808. 

1941— Sept. 20, 1941, 12:15 p. m., B.S.T , 
c. 412, Title I, § 108, 55 Stat. 695. 

1940— June 25, 1940, 11:45 a. m., B S.T., 
c. 419, Title I, § 8, 64 Stat. 620. 

Text of Amendatory Bevenne Acts. 
Complete original text of Revenue Acts 
amending this section, 1939 to date, 
see volumes “Title 26— Internal Revenue 
Acts”. 

XieglslatlTe History and Congressional 
Comment: For legislative history and 
purpose of Act Oct. 20, 1951, see 1951 U.S. 
Code Cong.Servlce, p. 1781. See, also, Acts 
Sept. 23, 1950, 1960 U.S.Code Cong, Serv- 
ice, p. 8053; Nov. 8, 1945, 1946 U.S.Code 
Cong.Servlce, p. 814. 


§ 14. Repealed. Oct 20, 1961, 2:07 p. m., E. 8. T., c. 621, Title I, 
S*t. n, § 121(g), 66 Stat. 469. 


Historical Note 


Section, Acts 53 Stat. 8; June 29, 
1939, 10 p.m., B.S.T., c. 247, Title II, § 
201, 53 Stat. 863; June 26, 1940, 11:45 
a. m., B.S.T., c. 410, Title I, § 3(b), 54 
€tat. 417; Oct. 8. 1940, 11 p.m., B.S.T., 
c, 767, Title I, § 101 (b), 64 Stat. 974; 
Sept. 20, 1941, 12:15 p.m., B.S.T., c. 412, 
trme I. § 103(b) (c), 65 Stat 692. 693; 
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Oct. 21, 1942, 4:30 p.m., B.W.T , c. 619, 
Title I, §§ 160(5), 170(b) (2), 66 Stat 
861. 881; Sept. 23, 1960, c. 994, Title I, 
pt. II, I 121(b), 64 Stat 915, which de- 
rived from Act May 28, 1938, c, 289, § 14, 
52 Stat. 456, related to tax on special 
classes of corporations and was later 
covered by section 13 of I.R.C.1939. 
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§ 16. Surtax on coirporatioiis 

(a) Corporation surtax net income. For the purposes of this chapter^ 
the term “corporation surtax net income'* means the net income minus the 
sum of the following credits: 

(1) The credit for diTidends received provided in section 26 (h); 

(2) In the case of a public utility, the credit for dividends paid on 
its preferred stock provided in section 26 (h) ; 

(3) In the case of a western hemisphere trade corporation (as de- 
fined in section 109), the credit provided in section 26 (i). 

(1b) Impositiozi of tax. There shall be levied, collected, and paid for 
each taxable year upon the corporation surtax net income of every cor- 
poration (except a corporation subject to a tax imposed by section 231 
(a), Supplement G, or Supplement Q) a surtax of 22 per centum of the 
amount of the corporation surtax net income in excess of $25,000. 

(c) Disallowance of surtax exemption and minimum excess profits 
credit. If any corporation transfers, on or after January 1, 19 51, all or 
part of its property (other than money) to another corporation which was. 
created for the purpose of acquiring such property or which was not ac- 
tively engaged in business at the time of such acquisition, and if after 
such transfer the transferor corporation or its stockholders, or both, are 
in control of such transferee corporation during any part of the taxable 
year of such transferee corporation, then such transferee corporation shall 
not for such taxable year (except as may be otherwise determined under 
section 129 (b)) be allowed either the $25,000 exemption from surtax 
provided in subsection (b) or the $25,000 minimum excess profits credit 
provided in the last sentence of section 431, unless such transferee corpo- 
ration shall establish by the clear preponderance of the evidence that the 
securing of such exemption or credit was not a major purpose of such 
transfer. For the purposes of this subsection, control means the owner- 
ship of stock possessing at least 80 per centum of the total combined- 
voting power of all classes of stock entitled to vote or at least 80 per cen- 
tum of the total value of shares of all classes of stock of the corporation. 
In determining the ownership of stock for the purpose of this subsection,, 
the ownership of stock shall be determined in accordance with the provi- 
sions of section 503, except that constructive ownership under section 603: 
(a) (2) shall be determined only with respect to the Individual's spouse 
and minor children. The provisions of section 129(b), and the authority 
of the Secretary under such section, shall, to the extent not inconsistent 
with the provisions of this subsection, be applicable to this subsection. 
This subsection shall not apply to any taxable year with respect to which 
the tax imposed by subchapter D of this chapter is not in effect. Added 
June 25, 1940, 11:46 a. m., E. S. T., c. 419, Title II, § 201, 54 Stat. 520, 
amended Oct. 8, 1940, 11 p. m., E. S. T., c. 757, Title I, § 101(d), 64 Stat. 
974; Sept. 20, 1941, 12:15 p. m., E. S. T., c. 412, Title X, § 104(a), 65 
Stat. 693; Oct. 21, 1942, 4:30 p. m., E. W. T., c. 619, Title I, § 105(b),. 
56 Stat. 805; Nov. 8, 1945, 5:17 p. m., E. S. T., c. 453, Title I, §§ 121(a), 
122(g) (3), 59 Stat. 568, 570; Sept. 23, 1950, 3:16 p. m., E. D. T., c. 
994, Title I, Pt. II, § 121(c), 64 Stat. 915; Jan. 3, 1951, 10:13 a. m., c. 
1199, Title II, § 201(a), 64 Stat. 1216; Oct. 20, 1961, 2:07 p. m., E. S. T., 
c. 521, Title I, § 121(f), 65 Stat. 468. 


Historical Note 


1961 Axnondmciits. Act Oct. 20, 1951, 
amended section generally to restate defi- 
nition of “corporation surtax net in- 
come" in subsec. (a), to impose a tax 
rate of 22% on surtax net incomes over 
$25,000, in subsec. (b), and to add sub- 
sec. (c). 

26 


Subsec. (b) (1) amended by Act Tan. 
8, 1951, to increase the surtax rate 2 per- 
centage points from 20 per centum to 22 
per centum. 

1950 iSomtendment. Act Sept. 23, 1950, 
amended section generally to redefine- 
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term •‘corporation surtax net income^% 
and to increase the surtax rate. 

1945 Ainendment. SubscKi. (a) amended 
by Act Nov. 8, 1945. § 122(g) (3), which 
struck out “minus the credit for income 
subject to the tax imposed by Subchap- 
ter B of Chapter 2 provided in section 
26(e) and”, and struck out “(com- 
puted by limiting such credit to 85 per 
centum of the net income reduced by the 
credit for income subject to the tax im- 
posed by Subchapter B of Chapter 2 in 
lieu of 85 per centum of the adjusted net 
income so reduced), 

Subsec. (b) amended generally by Act 
Nov. 8, 1945, I 121(a), which decreased 
the corporation surtax. 

1942 Amendment. Act Oct. 21, 1942, 
amended section In Its entirety. 

1941 Amendment. Act Sept. 20, 1941, 
amended section In its entirety. 

1940 Amendment. First sentence 
amended in its entirety by Act Oct. 8 , 
1940. 

Effective Date of 1951 Amendments. 
Amendment of section generally as ap- 
plicable only with respect to taxable 
years beginning after Mar. 31, 1951, and 
to taxable years beginning on Jan. 1, 
1951, and ending on Dec. 31, 1951, see 
note set out under section 13 of I.R.C 
1939. 

Section 201(e) of Act Jan. 3, 1951, pro- 
vided that the amendments of subsec. 
<b) (1) of this section and sections 207 
<a) (3) (A) (ii), 362(b) (4), and 421(a) 
<1) of I.K.C.1939 should be applicable 
with respect to taxable years beginning 
on or after July 1, 1950. 

IBSffectlve Date of 1950 Amendments. 
Amendment of section by Act Sept. 23, 
1950, as applicable only with respect to 
'taxable years ending after Dec. 31, 1950, 
-see note set out under section 13 of I.B.C. 
1939. 

Effcsctive Date of 1945 Amendments. 

Sections 121(d) and 122(g) (3) of Act Nov. 
8, 1945, provided that the amendments of 
this section were made applicable with 
jrespect to taxable years beginning after 
Dec. 31, 1945. For treatment of taxable 
years beginning in 1945 and ending in 
1946, see sections 108 and 710 of I.R.C. 
1939. 

Effective Date of 1942 Amendment. 
Section 101 of Act Oct. 21, 1942 provided 
*that the amendment of this section was 
made applicable to taxable years begln- 
»ning after Dec. 31, 1941. 


Effective Date of 1941 Amendment. 
Section 118 of Act Sept. 20, 1941, provided 
that the amendment of this section was 
made applicable only with respect to tax- 
able years beginning after Dec. 31, 1940. 

Effective Date of 1940 Amendment. 
Section 101(e) of Act Oct. 8, 1940, pro- 
vided that the amendment of this section 
was made applicable only to taxable 
years beginning after Dec. 31, 1939. 

Dividends Beeeived on Preferred Stock 
of Private DtUity. In case of taxable 
years beginning before April 1, 1951, any 
reference in subsec. (a) of this section 
and section 26(b) of I.R.CJ.939 to divi- 
dends received on preferred stock of pub- 
lic utility to be construed as referring 
only to dividends received on the prefer- 
red stock of a public utility with re- 
spect to which the credit provided in 
section 26(h) of 1.R.C.1939 for dividends 
paid was allowable, see note under sec- 
tion 26 of I.R.C.1939. 

Omission of Former Section, Former 
section 15 which related to corporate 
taxes effective for two taxable years, was 
omitted by Act June 29, 1939, 10 p. m,, c. 
247, title II, { 201, 63 Stat. 803, which 
amended sections 13, 14, and 15, to “read 
as follows” and failed to reenact section 
15. The amendment omitting said section 
was made applicable only with respect to 
taxable years beginning after December 
31, 1939, by § 229 of said Act. 

Treaty Obligations. Section 615 of Act 
Oct. 20, 1951, provided that: “No amend- 
ment made by this Act [Act Oct. 20, 
1951] shall apply In any case where its 
application would be contrary to any 
treaty obligation of the United States ” 

Similar provisions were contained in 
the following acts: 

1960— Sept. 23, 1950, 3:15 p. m., B.D.T., 
c. 994, Title II, S 214, 64 Stat. 937. 

1942— Oct. 21, 1942, 4:30 p m, B W.T , 
c. 619, Title I, S 109, 56 Stat. 808. 

1941— Sept. 20, 1941. 12:15 p. m., E.S.T . 
c. 412, Title I, S 108, 56 Stat. 695 

Text of Amendatory Bevenne Acts. 
Complete original text of Revenue Acts 
amending this section, 1939 to date, 
see volumes “Title 26— Internal Revenue 
Acts”. 

legislative History and Congressional 
Comment: For legislative history and 
purpose of Act Jan. 3, 1951, see 1951 U.S. 
Code Cong. Service, p. 4027. See, also, 
Acts Sept. 23, 1950, 1950 U.S.Code Cong. 
Service, p. 3053; Nov. 8, 1945, 1945 U.S. 
Code Cong. Service, p. 814. 


PART II— COMPUTATION OF NET INCOME 

§ 21. Net Income 

(a) Definition. ''Net income*' means the gross income computed under 
^section 22, less the deductions allowed by section 23. 

(b) Cross-references. For definition of “adjusted net income” and 

"“normal-tax net income”, see section 13. 53 Stat. 9, amended June 29» 

1.939, 10 p. m., B. S. T„ c. 247, Title II. § 210(a). 63 Stat. 866. 
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Historical Note 


1939 Ameadmeiit. Sul) sec. (b) amended 
by Act June 29, 1939. Prior to said 
amendment snbsec. read as follows: 

“(b) Cross Keferences. 

“Por definition of ‘adjusted net mcome% 
see section IS (a) ; for definition of ‘spe- 
cial class net income’, see section 14Ca).” 

Effective Date of 1939 Amendment. 


Amendment of subsec- (b) made ap- 
plicable only with respect to taxable 
years beginning after Dec. 31, 1939, by 
section 229 of Act June 29, 1939. 

Text of Amendatory Hevonue Acts. 
Complete original text of Revenue Acts 
amending tliis section, 1939 to date, 
see volumes “Title 2e— Internal Revenue 
Acts". 


§ 22 , Gross income 

(a) General definition. **Gross income*’ includes gains, profits, and 
income derived from salaries, wages, or compensation for personal serv- 
ice (including personal service as an officer or employee of a State, or any 
) 30 litical subdivision thereof, or any agency or instrumentality of any one 
or more of the foregoing), of whatever kind and in whatever form paid, 
or from professions, vocations, trades, businesses, commerce, or sales, or 
dealings in property, whether real or personal, growing out of the owner- 
*ihip or use of or interest in such property; also from interest, rent, 
dividends, securities, or the transaction of any business carried on for gain 
or profit, or gains or profits and income derived from any source whatever. 
In the case of Presidents of the United States and judges of courts of the 
United States taking office after June 6, 1932, the compensation received 
as such shall be included in gross income; and all Acts fixing the com- 
pensation of such Presidents and judges are hereby amended accordingly. 
In the ease of judges of courts of the United States who took office on or 
before June 6, 1932, the compensation received as such shall be included 
in gross income. 

(b) Exclusions from gross income. The following items shall not be 
included in gross Income and shall be exempt from taxation under this 
chapter: 

( 1 ) liife insurance, etc. Amounts received — 

(A) under a life insurance contract, paid by reason of the death of the 
insured; or 

(B) under a contract of an employer providing for the payment of such 
amounts to the beneficiaries of an employee, paid by reason of the death 
of the employee; 

whether in a single sum or otherwise (but If such amounts are held by 
the insurer, or the employer, under an agreement to pay interest thereon, 
the interest payments shall be included in gross income). The aggregate 
of the amounts excludible under subparagraph (B) by all the beneficiaries 
of the employee under all such contracts of any one employer may not 
exceed $5,000. 

(2) Ammlties, etc. 

(A) In general. Amounts received (other than amounts paid by rea- 
son of the death of the insured and interest payments on such amounts 
and other than amounts received as annuities) under a life insurance or 
endowment contract, but if such amounts (when added to amounts 
received before the taxable year under such contract) exceed the aggre- 
gate premiums or consideration paid (whether or not paid during the taxa- 
ble year) then the excess shall be included in gross income. Amounts 
received as an annuity under an annuity or endowment contract shall 
be included in gross income; except that there shall be excluded from 
gross income the excess of the amount received in the taxable year over 
an amount equal to 3 per centum of the aggregate premiums or con- 
sideration paid for such annuity (whether or not paid during such year), 
until the aggregate amount excluded from gross income under this chap- 
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ter or prior income tax laws in respect of sncli annuity equals tlie aggre« 
^ate premiums or consideration paid for such annuity. In the case of a 
transfer for a Taluable consideration, by assignment or otherwise, of & 
life insurance, endowment, or annuity contract, or any interest therein, 
only the actual value of such consideration and the amount of the pre- 
miums and other sums subsequently paid by the transferee shall be exempt 
from taxation under paragraph (1) or this paragraph. The preceding 
sentence shall not apply in the case of such a transfer if such contract 
or interest therein has a basis for determining gain or loss in the hands 
of a transferee determined in whole or in part by reference to such basis 
of such contract or interest therein in the hands of the transferor. This 
subparagraph and paragraph (1) shall not apply with respect to so much 
of a payment under a life insurance, endowment, or annuity contract, or 
any interest therein, as, under section 22 (k), is includible in gross income; 

(B) Bmployoes' ammitlee. If an annuity contract is purchased by 
an employer for an employee under a plan with respect to which the em- 
ployer's contribution is deductible under section 23 (p) (1) (B), or if an 
annuity contract is purchased for an employee by an employer exempt 
under section 101(6), the employee shall include in his income the 
amounts received under such contract for the year received except that 
If the employee paid any of the consideration for the annuity, the annuity 
shall be Included in his Income as provided in subparagraph (A) of this 
paragraph, the consideration for such annuity being considered the 
amount contributed by the employee. In all other cases, if the employee's 
rights under the contract are nonforfeitable except for failure to pay 
future premiums, the amount contributed by the employer for such annuity 
contract on or after such rights become nonforfeitable shall be included in 
the income of the employee in the year in which the amount is contributed, 
which amount together with any amounts contributed by the employee 
shall constitute the consideration paid for the annuity contract in de- 
termining the amount of the annuity required to be included in the income 
of the employee under subparagraph (A) of this paragraph. 

(O) Joint and survivor annuities. For purposes of subparagraphs (A) 
and (B) of this paragraph, where amounts are received by a surviving 
annuitant under a joint and survivor’s annuity contract and the basis 
of such survivor annuitant's Interest Is determined under section 113 
(a) (5) the consideration paid for such survivor's annuity shall be con- 
sidered to be an amount equal to such basis. 

(8) oats, bequests, devises, and Inheritances. The value of property 
acquired by gift, bequest, devise, or inheritance. There shall not be 
excluded from gross Income under this paragraph, the income from such 
property, or, in case the gift, bequest, devise, or inheritance is of income 
from property, the amount of such income. For the purposes of this 
paragraph, if under the terms of the gift, bequest, devise, or inheritance, 
payment, crediting, or distribution thereof is to be made at intervals, to 
the extent that It is paid or credited or to be distributed out of income 
from property, it shall be considered a gift, bequest, devise, or inheritance 
#f income from property; 

(4) Tax-free interest. Interest upon (A) the obligations of a State, 
Territory, or any political subdivision thereof, or the District of Columbia; 
or (B) obligations of a corporation organized under Act of Congress, If 
such corporation is an instrumentality of the United States; or (C) the 
obligations of the United States or its possessions. Every person owning 
any of the obligations enumerated in clause (A), (B), or (C) shall, when 
80 required by regulations prescribed by the Commissioner with the ap- 
proval of the Secretary, submit in the return required by this chapter a 
statement showing the number and amount of such obligations owned by 
kirn and the income received therefrom, in such form and with such 
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information as sxicli reflations may prescribe. In tbe case of obligatlona 
■of the United States issued after September 1, 1917 (other than postal 
savings certificates of deposit to the extent they represent deposits made 
before March 1, 1941) and in the case of obligations of a corporation or- 
ganized under Act of Congress, the interest shall be exempt only if and to 
the extent provided in the respective Acts authorizing the issue thereof 
as amended and supplemented, and shall be excluded from gross income 
only if and to the extent it is wholly exempt from the taxes imposed by this 
chapter; 

(5) Oompensatioii for injuries or sickness. Except in the case of 
amounts attributable to (and not In excess of) deductions allowed under 
section 23 (x) in any prior taxable year, amounts received through acci- 
dent or health insurance or under workmen’s compensation acts, as com- 
pensation for personal injuries or sickness, plus the amount of any dam- 
ages received whether by suit or agreement on account of such injuries 
or sickness, and amounts received as a pension, annuity, or similar allow- 
ance for personal injuries or sickness resulting from active service in the 
armed forces of any country; 

(6) Miiiisters, The rental value of a dwelling house and appurtenances 
thereof furnished to a minister of the gospel as part of his compensation; 

(7) Income exempt under treaty. Income of any kind, to the extent 
required by any treaty obligation of the United States; 

(S) Miscellaneous items. The following items, to the extent provided 
in section 116: 

Earned income from sources without the United States; 

Salaries of certain Territorial employees; 

The income of foreign governments; 

Income of States, municipalities, and other political subdivisions; 

Receipts of shipowners' mutual protection and indemnity associations; 

Dividends from China Trade Act corporations; 

Compensation of employees of foreign governments. 

(9) Income from discharge of indebtedness. 

In the case of a corporation, the amount of any income of the taxpayer 
attributable to the discharge, within the taxable year, of any indebtedness 
of the taxpayer or for which the taxpayer is liable evidenced by a security 
(as hereinafter in this paragraph defined) if the taxpayer, at such time 
and in such manner as the Secretary by regulations prescribes, makes 
and files its consent to the regulations prescribed under section 113(b) 
< 3 ) then in effect. In such case the amount of any income of the taxpay- 
er attributable to any unamortized premium (computed as of the first day 
of the taxable year in which such discharge occurred) with respect to such 
indebtedness shall not be included in gross income and the amount of the 
deduction attributable to any unamortized discount (computed as of the 
first day of the taxable year in which such discharge occurred) with re- 
spect to such indebtedness shall not be allowed as a deduction. As used 
in this paragraph the term “security" means any bond, debenture, note, or 
certificate, or other evidence of indebtedness, issued by any corporation. 

(10) Income from discharge of indebtedness of a railroad corporation. 

The amount of any income attributable to the discharge, within the 

taxable year, of any indebtedness of a railroad corporation, as defined 
in section 77m of the National Bankruptcy Act, as amended,! to the 
extent that such income is deemed to have been realized by reason of 
a modification in or cancellation in whole or In part of such indebted- 
ness pursuant to an order of a court in a receivership proceeding or in 
a proceeding under section 77 of the National Bankruptcy Act, as amend- 
ed.2 In such case the amount of any income of the taxpayer attributable 
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to any unamortized premium (computed as of tlie first day of the taxable 
year in which such discharge occurred) with respect to such indebtedness 
shall not be included in gross income and the amount of the deduction 
attributable to any unamortized discount (computed as of the first day 
of the taxable year in which such discharge occurred) with respect to 
such indebtedness shall not be allowed as a deduction. Paragraph (9) 
shall not apply with respect to any discharge of indebtedness to which this 
paragraph applies. This paragraph shall not apply to any discharge oc- 
curring in a taxable year beginning after December 31, 1954. 

(11) Improvements by lessee on lessor’s property. Income, other than 
rent, derived by a lessor of real property upon the termination of a lease, 
representing the value of such property attributable to buildings erected 
or other improvements made by the lessee. 

(12) Recovery of bad debts, prior taxes, and delinquency amounts. 
Income attributable to the recovery during the taxable year of a bad debt, 
prior tax, or delinquency amount, to the extent of the amount of the recov- 
ery exclusion with respect to such debt, tax, or amount. For the pur- 
poses of this paragraph: 

(A) Definition of bad debt. The term **bad debt*’ means a debt on 
account of worthlessness or partial worthlessness of which a deduction 
was allowed for a prior taxable year. 

(B) Definition of prior tax. The term "prior tax" means a tax on 
account of which a deduction or credit was allowed for a prior taxable 
year. 

(0) Definition of delinquency amoxmt. The term ‘‘delinquency 
amount" means an amount paid or accrued on account of which a deduc- 
tion or credit was allowed for a prior taxable year and which is attributa- 
ble to failure to file return with respect to a tax, or pay a tax, within the 
time required by the law under which the tax is imposed, or to failure to 
file return with respect to a tax or pay a tax. 

(D) Definition of recovery exclusion. The term "recovery exclusion", 
with respect to a bad debt, prior tax, or delinquency amount, means the 
amount, determined in accordance with regulations prescribed by the Com- 
missioner with the approval of the Secretary, of the deductions or credits 
allowed, on account of such bad debt, prior tax, or delinquency amount, 
which did not result in a reduction of the taxpayer’s tax under this chap- 
ter (not including the tax under section 102) or corresponding provisions 
of prior revenue laws, reduced by the amount excludible in previous taxa- 
ble years with respect to such debt, tax, or amount under this paragraph. 

(E) Special rules in case of section 102 tax and personal holding com- 
pany tax. In the application of subparagraphs (A), (B), (C), and (D) 
in determining the tax under section 102 or Subchapter A of Chapter 2, a 
recovery exclusion allowed for the purposes of Chapter 1 shall be allowed 
for the purpose of such section or subchapter whether or not the bad debt, 
prior tax, or delinquency amount resulted in a reduction of the section 
102 tax or Subchapter A tax for the prior taxable year; and in the case 
of a bad debt, prior tax, or delinquency amount not allowable as a de- 
duction or credit for the prior taxable year under Chapter 1 (except 
section 102) but allowable for the same taxable year under such section 
or subchapter a recovery exclusion shall be allowable for the purposes 
of such section or subchapter if such bad debt, prior tax, or delinquency 
amount did not result in a reduction of the tax under such section 102 
or such Subchapter A. As used in this subparagraph references to Chapter 
1, section 102, and Subchapter A in the case of taxable years not subject 
to the Internal Revenue Code, shall be held to be made to corresponding 
provisions of prior revenue Acts. 
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(IS) Additional allowance for certain members of the armed forces. 

(A) !Eiiilisted persoimeL Compensation received for active service as a 
member below the grade of commissioned officer in the armed forces of 
the United States for any month during any part of which such member — 

(i) served in a combat zone after June 24, 1950, and prior to January 
1, 1955, or 

(ii) was hospitalized as a result of wounds, disease, or injury incurred 
while serving in a combat zone prior to January 1, 1955; but this clause 
shall not apply for any month during any part of which there are no com- 
batant activities in any combat zone as determined under subparagraph 
<C) (iii) of this paragraph. 

(B) ConuDoissioned officers. So much of the compensation as does not 
exceed $200 received for active service as a commissioned officer in the 
armed forces of the United States for any month during any part of 
which such officer — 

(i) served in a combat zone after June 24, 1950, and prior to January 
1. 1955, or 

(ii) was hospitalized as a result of wounds, disease, or injury incurred 
while serving in a combat zone prior to January 1, 1955; but this clause 
shall not apply for any month during any part of which there are no 
combatant activities in any combat zone as determined under subpara- 
graph (C) (iii) of this paragraph. 

(C) Definitions. For the purposes of this paragraph — 

(I) the term “commissioned officer" does not include a commissioned 
warrant officer; 

(II) the term ••combat zone" means any area which the President of 
the United States by Executive Order designates, for the purposes of this 
paragraph, as an area in which Armed Forces of the United States are or 
have (after June 24, 1950) engaged in combat; 

(iii) service is performed in a combat zone only if performed on or after 
the date designated by the President by Executive Order as the date of the 
commencing of combatant activities in such zone, and on or before the 
date designated by the President by Executive Order as the date of the 
termination of combatant activities in such zone, except that June 26, 
19 50, shall be considered the date of the commencing of combatant ac- 
tivities in the combat zone designated in Executive Order 10195; and 

(iv) the term “compensation” does not include pensions and retirement 
pay. 

(lA) Musteriiig-ont payments for military and naval personnel. 
Amounts received during the taxable year as mustering-out payments with 
respect to service in the military or naval forces of the United States. 

(15) Payments to encourage exploration, development, and mining for 
defense purposes. An amount paid to a taxpayer by the United States 
(or any agency or instrumentality thereof), whether by grant or loan, 
and whether or not repayable, for the encouragement of exploration, 
development or mining of critical and strategic minerals or metals pur- 
suant to or in connection with any undertaking approved by the United 
States (or any of its agencies or instrumentalities) and for which an ac- 
counting is made or reguired to be made to an appropriate govern- 
mental agency, and the forgiveness or discharge of any of such amount. 
Any expenditures (other than expenditures made after the repayment 
of such grant or loan) attributable to such grant or loan shall not be 
deductible by the taxpayer as an expense nor increase the basis of the 
taxpayer's property either for determining gain or loss on sale, exchange, 
or other disposition or for computing depletion or depreciation, but upon 
the repayment of any portion of any such grant or loan which has been 
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expended in accordance with the terms thereof such deductions and such 
increase in basis shall to the extent of such repayment be allowed as if 
made at the time of such repa 3 rm.ent. 

(16) Sports programs conducted for the American ^rational Red Cross. 
In the case of a taxpayer which is a corporation primarily engaged in 
the furnishing of sports programs, amounts received as proceeds from a 
sports program conducted by the taxpayer if — 

(A) the taxpayer agrees in writing with the American National Red 
Cross to conduct such sports program exclusively for the benefit of the 
American National Red Cross; 

(B) the taxpayer turns over to the American National Red Cross the 
proceeds from such sports program, minus the expenses paid or incurred 
by the taxpayer (i) which would not have been so paid or incurred but 
for such sports program, and (ii) which would be allowable as deductions 
under section 23 (a) (1) (A) but for the last sentence thereof ; and 

(C) the facilities used for such program are not regularly used during 
the taxable year for the conduct of sports programs to which this para- 
graph applies. 

As used in this paragraph, the term "proceeds from such sports program" 
Includes all amounts paid for admission to the sports program, plus all 
proceeds received by the taxpayer from such program or activities carried 
on in connection therewith. 

(c) Inventories. Whenever in the opinion of the Commissioner the 
use of inventories is necessary in order clearly to determine the income 
of any taxpayer, inventories shall be taken by such taxpayer upon such 
basis as the Commissioner, with the approval of the Secretary, may pre- 
acribe as conforming as nearly as may be to the best accounting practice 
in the trade or business and as moat clearly reflecting the income. 

(d) Method of inventorying goods. (1) A taxpayer may use the fol- 
lowing method (whether or not such method has been prescribed under 
subsection (c)) in inventorying goods specified in the application required 
under paragraph (2) : 

(A) Inventory them at cost; 

(B) Treat those remaining on hand at the close of the taxable year as 
being; First, those included in the opening inventory of the taxable year 
(in the order of acquisition) to the extent thereof, and second, those 
acquired in the taxable year; and 

(C) Treat those Included In the opening Inventory of the taxable year 
In which such method Is first used as having been acquired at the same 
time and determine their cost by the average cost method. 

(2) The method described in paragraph (1) may be used — 

(A) Only in inventorying goods (required under subsection (c) to be 
inventories) specified in an application to use such method filed at such 
time and In such manner as the Commissioner may prescribe; and 

(B) Only if the taxpayer establishes to the satisfaction of the Commis-^ 
Bioner that the taxpayer has used no procedure other than that specified 
In subparagraphs (B) and (C) of paragraph (1) in inventorying such 
goods to ascertain the income, profit, or loss of the first taxable year for 
which the method described in paragraph (1) is to be used, for the pur- 
pose of a report or statement covering such taxable year (1) to sharehold- 
ers, partners, or other proprietors, or to beneficiaries, or (11) for credit 
purposes. 

(3) The change to, and the use of, such method shall be in accordance 
with such regulations as the Commissioner, with the approval of the Secre- 
tary, may prescribe as necessary in order that the use of such method may 
clearly reflect income. 
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(4) In determining income for the taxable year preceding the taxable 
year for which such method is first used, the closing inventory of such 
preceding year of the goods specified in such application shall be at cost. 

(5) If a taxpayer, having complied with paragraph (2), uses the 
method described in paragraph (1) for any taxable year, then such method 
shall be used in all subseguent taxable years unless — 

(A) With the approval of the Commissioner a change to a different 
method is authorized; or 

(B) The Commissioner determines that the taxpayer has used for any 
such subsequent taxable year some procedure other than that specified 
in subparagraphs (B) of paragraph (1) in inventorying the goods speci- 
fied in the application to ascertain the income, profit, or loss of such sub- 
sequent taxable year for the purpose of a report or statement covering 
such taxable year (i) to shareholders, partners, or other proprietors, or 
beneficiaries, or (ii) for credit purposes; and requires a change to a 
method different from that prescribed in paragraph (1) beginning with 
such subsequent taxable year or any taxable year thereafter. 

In either of the above cases, the change to, and the use of, the different 
method shall be in accordance with such regulations as the Commissioner, 
with the approval of the Secretary, may prescribe as necessary in order 
that the use of such method may clearly reflect income. 

(6) Involuntary liquidation and replacement of inventory, 

(A) Adjustment of net income and resulting tax. — ^Years beginning 
prior to January 1, 1948. If, for any taxable year beginning after Decem- 
ber 31, 1940, and prior to January 1, 1948, the closing inventory of a tax- 
payer inventorying goods under the method provided in this subsection 
reflects a decrease from the opening inventory of such goods for such 
year, and if the taxpayer elects, at such time and in such manner and 
subject to such regulations as the Commissioner with the approval of the 
Secretary may prescribe, to have the provisions of this paragraph apply, 
and if it established to the satisfaction of the Commissioner, in accord- 
ance with such regulations, that such decrease is attributable to the in- 
voluntary liquidation of such inventory as defined in subparagraph (B), 
and if the closing inventory of a subsequent taxable year, ending prior 
to January 1, 1953, reflects a replacement, in whole or in part, of the goods 
so previously liquidated, the net income of the taxpayer otherwise de- 
termined for the year of such involuntary liquidation shall be adjusted 
as follows: 

(i) Increased by an amount equal to the excess, if any, of the 
aggregate cost of such goods reflected in the opening inventory of the 
year of involuntary liquidation over the aggregate replacement cost; 
or 

(ii) Decreased by an amount equal to the excess, if any, of the 
aggregate replacement cost of such goods over the aggregate cost 
thereof reflected in the opening inventory of the year of the involun- 
tary liquidation. 

The taxes imposed by this chapter and by chapter 2 for the year of such 
liquidation, for preceding taxable years, and for all taxable years interven- 
ing between the year of liquidation and the year of replacement shall be 
redetermined, giving effect to such adjustments. Any increase in such 
taxes resulting from such adjustments shall be assessed and collected as a 
deficiency but without interest, and any overpayment so resulting shall be 
credited or refunded to the taxpayer without interest. 

(B) Definition of involimtary liquidation. The term ‘'involuntary 
liquidation", as used in this paragraph, means the sale or other disposi- 
tion of goods inventoried under the method described in this subsection, 
either voluntary or involuntary, coupled with a failure on the part of the 
taxpayer to purchase, manufacture, or otherwise produce and have on 
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Siand at the close of the taxable year in which such sale or other disposi- 
tion occurred such goods as would, if on hand at the close of such taxable 
year, be subject to the application of the provisions of this subsection, if 
such failure on the part of the taxpayer is due, directly and exclusively, 
<i) to enemy capture or control of sources of limited foreign supply; 
(ii) to shipping or other transportation shortages; (iii) to material 
shortages resulting from priorities or allocations; (iv) to labor shortages; 
or (v) to other prevailing war conditions beyond the control of the tax- 
payer. 

(C) Beplacements. If, in the case of any taxpayer subject to the pro- 
visions of subparagraph (A), the closing Inventory of the taxpayer for a 
taxable year, subsequent to the year of involuntary liquidation but prior 
to the complete replacement of the goods so liquidated, reflects an increase 
over the opening inventory of such goods for the taxable year, the goods 
reflecting such increase shall be considered, In the order of their acquisi- 
tion, as having been acquired in replacement of the goods most recently 
liquidated (whether or not in a year of involuntary liquidation) and not 
previously replaced, and if the liquidation was an involuntary liquidation 
shall be taken into purchases and included in the closing inventory of 
the taxpayer for the year of replacement at the inventory cost basis of the 
goods replaced. 

(D) Election irrevocable. An election by the taxpayer to have the pro- 
visions of this paragraph apply, once made, shall be irrevocable and shall 
be binding for the year of the involuntary liquidation and for all deter- 
minations for prior and subsequent taxable years insofar as they are 
related to the year of liquidation or replacement. 

(B) Adjustment in certain cases. If the adjustments specified in sub- 
paragraph (A) are, within respect to any taxable year, prevented, on the 
date of the filing of the income tax return of the taxpayer for the year 
of the replacement, or within three years from such date, by any 
provision or rule of law (other than this subparagraph and other than 
section 3761, relating to compromises), such adjustments shall neverthe- 
less be made if, in respect of the taxable year for which the adjustment Is 
sought, a notice of deficiency is mailed or a claim for refund Is filed, as the 
case may be, within three years after the date of the filing of the income 
tax return for the year of replacement. If, at the time of the mailing of 
such notice of deficiency or the filing of such claim for refund, the adjust- 
ment is so prevented, then the amount of the adjustment authorized by this 
paragraph shall be limited to the increase or decrease of the tax imposed 
by this chapter and Chapter 2 previously determined for such taxable year 
which results solely from the effect of subparagraph (A), and such amount 
shall be assessed and collected, or credited or refunded, in the same 
manner as if it were a deficiency or an overpayment, as the case may be, 
for such taxable year and as if, on the date of the filing of the Income tax 
return for the year of the replacement, three years remain before the 
expiration of the periods of limitation upon assessment or the filing of 
claim for refund for the taxable year. The tax previously determined 
shall be ascertained in accordance with section 734(d). The amount to 
be assessed and collected under this paragraph in the same manner as if 
it were a deficiency or to be credited or refunded in the same manner as 
if it were an overpayment shall not be diminished by any credit or set-off 
based upon any item, inclusion, deduction, credit, exemption, gain, or loss, 
other than one resulting from the effect of subparagraph (A). Such 
amount, if paid, shall not be recovered by a claim or suit for refund, or 
suit for erroneous refund based upon any item, inclusion, deduction, credit, 
exemption, gain, or loss, other than one resulting from the effect of sul^ 
paragraph (A)* 
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(F) Years ending after Jnne SO, 1050, and prior to Jannaiy i, 1054* 

(i) Adjustment of net income and resulting tax. If, for any tax- 
able year ending after June 30, 1950, and prior to January 1, 1954, 
tbe closing inventory of a taxpayer inventor 3 nng goods under the 
method provided in this subsection reflects a decrease from the open- 
ing inventory of such goods for such year, and if the taxpayer elects, 
at such time and in such manner and subject to such regulations as 
the Commissioner mth the approval of the Secretary may prescribe, 
to have the provisions of this paragraph apply, and if it is established 
to the satisfaction of the Commissioner, in accordance with such reg- 
ulations, that such decrease is attributable to the involuntary liquida- 
tion of such inventory as defined in subparagraph (B) (as modified 
by clause (ii) of this subparagraph), and if the closing inventory of 
a subsequent taxable year, ending prior to January 1, 1956, reflects 
a replacement, in whole or in part, of the goods so previously liqui- 
dated, the net income of the taxpayer otherwise determined for the 
year of such involuntary liquidations shall be increased by an amount 
equal to the excess, If any, of the aggregate cost of such goods re- 
flected in the opening inventory of the year of involuntary liquidation 
over the aggregate replacement cost, or decreased by an amount 
equal to the excess, if any, of the aggregate replacement cost of such 
goods over the aggregate cost thereof reflected in the opening in- 
ventory of the year of the involuntary liquidation. The taxes imposed 
by this chapter and by chapter 2 for the year of such liquidation, for 
preceding taxable years, and for all taxable years intervening between 
the year of liquidation and the year of replacement shall be rede- 
termined, giving effect to such adjustments. Any increase in such 
taxes resulting from such adjustments shall be assessed and collected 
as a deficiency hut without interest, and any overpayment so resulting 
shall be credited or refunded to the taxpayer without interest. 

(ii) Definition of involuntary liquidation. For the purposes of this 
subparagraph the term 'Involuntary liquidation*' shall have the mean- 
ing given to it in subparagraph (B) and, in addition, it shall mean a 
failure, as referred to in that subparagraph, on the part of the tax- 
payer due, directly and exclusively, to disruption of normal trade re- 
lations between countries. For the purposes of this subparagraph the 
words "enemy" and "war", as used in subparagraph (B), shall be in- 
terpreted, pursuant to regulations prescribed by the Secretary, in 
such a way as to apply to circumstances, occurrences and conditions, 
lacking a state of war, which are similar, by reason of a state of na- 
tional preparedness, to those which would exist under a state of war. 

(iii) Application of subparagraphs (O) and (E). Subparagraphs 
(C) and (E), to the extent that they refer to any taxpayer subject to 
the provisions of subparagraph (A) or to the adjustments specified in 
or resulting from the effect of subparagraph (A), shall be as ap- 
plicable to a taxpayer subject to the provisions of this subparagraph 
or to adjustments specified in or resulting from the effect of this 
subparagraph as though they specifically referred to this subpara- 
graph. If, for any taxable year ending after June 30, 1950, and prior 
to January 1, 1953, subparagraph (C) is applicable with respect to 
Involuntary liquidations of goods of the same class subject to the pro- 
visions of both subparagraph (A) and this subparagraph, the involun- 
tary liquidations of such goods subject to the provisions of this sub- 
paragraph shall be considered for the purpose of subparagraph (CJ) 
as having occurred prior to the involntary liquidations of such goods 
subject to the provisions of subparagraph (A). For the purpose of 
this clause, and with respect to the taxable years covered by this sub- 
paragraph, the reference in subparagraph (B) to section 734 (d) 
shall be taken as a reference to section 452 (d). 
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(e) Bistributioiis by corporations. Distributions by corporations sliall 
be taxable to the shareholders as provided in section 115. 

(f) Determination of gain or loss. In the case of a sale or other dis- 
position of property, the gain or loss shall be computed as provided In 
section 111. 

(g) Gross income from sources within and without United States. 

For computation of gross income from sources witMn and without the United 
States, see section 119. 

(h) Foreign personal holding companies. 

For provisions relating to gross income of foreign personal holding companies and 
of their shareholders, see section 334. 

(i) Consent dividends. 

For inclusion in gross income of amounts specified in shareholders’ consents, see 
section 28. 

(j) Income from mortgages made or obligations issued by joint stock 
land banks. 

For taxable status of Income derived from mortgages made or obligations issued 
by joint stock land banks, see section 3799. 

(k) Alimony, etc., income. In the case of a wife who is divorced or le- 
gally separated from her husband under a decree of divorce or of separate 
maintenance, periodic payments (whether or not made at regular Inter- 
vals) received subseauent to such decree in discharge of, or attributable to 
property transferred (in trust or otherwise) in discharge of, a legal ob- 
ligation which, because of the marital or family relationship, Is imposed 
upon or incurred by such husband under such decree or under a written 
instrument incident to such divorce or separation shall be includible in 
the gross income of such wife, and such amounts received as are attributa- 
ble to property so transferred shall not be includible in the gross income 
of such husband. This subsection shall not apply to that part of any 
such periodic payment which the terms of the decree or written instru- 
ment fix, in terms of an amount of money or a portion of the payment, 
as a sum which is payable for the support of minor children of such hus- 
band. In case any such periodic payment is less than the amount specified 
In the decree or written instrument, for the purpose of applying the pre- 
ceding sentence, such payment, to the extent of such sum payable for 
such support, shall be considered a payment for such support. Install- 
ment payments discharging a part of an obligation the principal sum of 
which is, in terms of money or property, specified in the decree or in- 
strument shall not be considered periodic payments for the purposes of 
this subsection; except that an installment payment shall be considered 
a periodic payment for the purposes of this subsection if such principal 
sum, by the terms of the decree or instrument, may be or is to be paid 
within a period ending more than 10 years from the date of such decree 
or instrument, but only to the extent that such installment payment for 
the taxable year of the wife (or if more than one such installment payment 
for such taxable year is received during such taxable year, the aggregate 
of such installment payments) does not exceed 10 per centum of such 
principal sum. For the purposes of the preceding sentence, the portion 
of a payment of the principal sum which is allocable to a period after 
the taxable year of the wife In which it is received shall be considered an 
Installment payment for the taxable year In which it is received. (In cases 
where such periodic payments are attributable to property of an estate or 
property held in trust, see section 171 (b).) 

(l) Income of decedents. For inclusion in gross income of certain 
amounts which constituted gross Income in respect of a decedent, see sec- 
tion 126. 

(m) Services of child 

(1) Amounts received In respect of the services of a child shall be 
included in his gross income and not in the gross Income of the parent, 
even though such amounts are not received by the child. 
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(2) AH expenditures by tlie parent or tbe cbild attributable to amounts 
wMcb are includible in the gross income of the cMld and not of the parent 
solely by reason of paragraph. (1) shall be deemed to have been paid or 
incurred by the child. 

(3) For the purposes of this subsection, the term ‘'parent*' includes an 
individual who is entitled to the services of a child by reason of having 
parental rights and duties in respect of the child. 

(4) Any tax assessed against the child, to the extent attributable to 
amounts includible in the gross income of the child and not of the parent 
solely by reason of paragraph (1), shall, if not paid by the child, for all 
purposes be considered as having also been properly assessed against the 
parent. 

(n) Definition of “adjusted gross income”. As used in this chapter 
the term “adjusted gross income" means the gross income minus — 

(1) Trade and business deductions. The deductions allowed by section 
23 which are attributable to a trade or business carried on by the tax- 
payer, if such trade or business does not consist of the performance of 
services by the taxpayer as an employee; 

(2) Eixpenses of travel and lodging in connection with employment. 
The deductions allowed by section 23 which consist of expenses of travel, 
meals, and lodging while away from home, paid or incurred by the tax- 
payer in connection with the performance by him of services as an em- 
ployee; 

(3) Reimbursed expenses in connection with employment. The deduc- 
tions allowed by section 23 (other than expenses of travel, meals, and 
lodging while away from home) which consist of expenses paid or in- 
curred by the taxpayer, in connection with the performance by him of 
services as an employee, under a reimbursement or other expense allow- 
ance arrangement with his employer; 

(4) Deductions attributable to rents and royalties. The deductions 
(other than those provided in paragraph (1), (5), or (6)) allowed by 
section 23 which are attributable to property held for the production of 
rents or royalties; 

(5) Certain deductions of life tenants and income beneficiaries of prop- 
erty. The deductions (other than those provided in paragraph (1)) for 
depreciation and depletion, allowed by section 23 (1) and (m) to a life 
tenant of property or to an income beneficiary of property held in trust; 

(0) Dosses from sales or exchange of property. The deductions (other 
than those provided in paragraph (1)) allowed by section 23 as losses 
from the sale or exchange of property; and 

(7) Dong-term capital gains. The deduction allowed by section 23 (ee). 

( 0 ) Dealers in tax-exempt securities. 

(1) Adjustment for bond premium. In computing the gross Income of 
a taxpayer who holds during the taxable year a short-term municipal bond 
(as defined in paragraph (2) (A)) primarily for sale to customers in the 
ordinary course of his trade or business — 

(A) if the gross Income of the taxpayer from such trade or business is 
computed by the use of inventories and his inventories are valued on any 
basis other than cost, the cost of securities sold (as defined in paragraph 

(2) (B)) during such year shall be reduced by an amount equal to the 
amortizable bond premium that would be disallowed as a deduction for 
such year pursuant to section 125 (a) (2) if the definition in section 125 
(d) of the term “bond" did not exclude such short-term municipal bond; 
or 

(B) If the gross income of the taxpayer from such trade or business is 
computed without the use of inventories, or by use of inventories valued at 
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cost, and tlie sliort-term municipal bond is sold or otherwise disposed of 
during such year, the adjusted basis (computed without regard to this 
subparagraph) of the short-term municipal bond shall be reduced by the 
amount of the adjustment that would be required under section 113 (b) 
(1) (H) if the definition in section 125 (d) of the term “bond’' did not 
exclude such short-term municipal bond. 

(2) Definitions. For the purposes of paragraph (1) — 

(A) The term “short-term municipal bond” means any obligation is- 
sued by a government or political subdivision thereof if the interest on 
such obligation is excludible from gross income; but such term does not 
include such an obligation if (i) it is sold or otherwise disposed of by the 
taxpayer within thirty days after the date of its acquisition by him, or 
(ii) its earliest maturity or call date is a date more than five years from 
the date on which it was acquired by the taxpayer. 

CB) The term “cost of securities sold” means the amount ascertained 
by subtracting the inventory value of the closing inventory of a taxable 
year from the sum of (i) the inventory value of the opening inventory for 
such year and (ii) the cost of securities and other property purchased 
during such year which would properly be included in the inventory of the 
taxpayer if on hand at the close of the taxable year. 53 Stat. 9, amended 
Apr. 12, 1939, c. 59, Title !,§§!, 3, 63 Stat. 574, 575; June 29, 1939, 10 
p. m., E. S. T., c. 247, Title II, §§ 216(a), 219(a). 53 Stat. 875, 877; Oct. 
21, 1942, 4:30 p. m., E. W. T., c. 619, Title I, §§ 110(a), 111(a), 112(a), 
113, 114(a, b), 115(a), 116(a), 117, 118(a, b), 119, 120(a, d), 127(d), 
134(c), 162(c), 66 Stat. 808, 809, 811, 812, 814, 816, 818, 826, 830, 866; 
June 9, 1943, 7 p. m., E. W. T., c. 120, § 7(a), 67 Stat. 149; Feb. 25, 
1944, 12:49 p. m., E. W. T.. c. 63, Title I, §§ 109, 110(a), 68 Stat. 33, 
34; May 29, 1944, 7 p. m., E. W. T., c. 210, Part I, §§ 7, 8(a), 11(d), 58 
Stat 235, 241; Nov. 8, 1946, 6:17 p. m., E. S. T., c. 453, Title I, §§ 141 
(a), 152, 59 Stat. 671. 574; July 31, 1946, c. 717, § 1, 60 Stat. 749; June 
25, 1947, c. 143, § 3, 61 Stat. 179; Aug. 8, 1947, c. 515, §§ 7, 8, 61 Stat. 
918; Aug. 17, 1949, c. 617, § 3, 63 Stat. 667; Sept. 5, 1950, c. 851, 
§ 1(a), 64 Stat. 593; Sept. 23, 1950, 3:16 p. m., E. D. T., c. 994, Title 
II, §§ 201, 202(a), 203(a), 64 Stat. 927; Jan. 3, 1951, 10:13 a. m., c. 
1199, Title III, § 306, 64 Stat. 1220; Jan. 11, 1951, c. 1227, § l(a, b), 
2(a), 64 Stat. 1244; Oct. 20, 1951, 2:07 p. m., E. S. T., c. 521, Title III, 
§§ 302(a), 303(a), 304, 305(a, b), 306(a), 322(c) (1), 66 Stat. 483; 
July 8, 1952, c. 688, § 1, 66 Stat. 442; Aug. 7, 1953, c. 346, § 1, 67 Stat. 
471. 

1 Probably should read “77(m)” which ia section 205 (m) of Title 11, Bankruptcy, 

2 Section 205 of Title 11, Bankruptcy. 

« So in original. Probably should read “subparagraph”. 


Historical Note 


1&5S Amendment. Sub sec. (b) (13) 
amended by Act Aug, 7, 1953, to extend 
Its provisions for one year, from Jan. 
1, 1954 to Jan, 1. 1955. 

1952 Amendment. Subsec. (b) (16) 

added by Act July 8, 1962. 

1951 Amendments. Subsec. (b) (1) 
amended by Act Oct. 21, 1951, § 302(a), to 
include within the exclusion of life in- 
surance proceeds amounts received under 
a life insurance contract taken out by an 
empbyer on an employee. 

^ubsec. (b) (2) amended by Act Oct. 
20, 1951, § 803(a), which added subpara- 
graph (C). 

Subsec. (h) (9) amended by Act Oct. 20, 
1951, i 304(a), to strike out “If the tax- 


payer makes and files at the time of 
filing the return, in such manner as the 
Commissioner, with the approval of the 
Secretary, by regulations prescribes, its 
consent” and insert in lieu thereof “If 
the taxpayer • • * flies its consent,” 
and to strike out the last sentence which 
read “This paragraph shall not apply 
to any discharge occurring before the 
date of the enactment of the Kevenue Act 
of 1939 [June 29, 1939], or in a taxable 
year beginning after December 31, 1951.” 

Sub sec. (b) (10) amended by Act Oct. 
20, 1951, § 304(a), to substitute “Decem- 
ber 81, 1954” for “December 31, 1951”. 

Subsec. (b) (13) amended by Act Oct. 
20, 1961, § 306(a), (b), to bring within 
its provisions personnel of the armed 
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forces who Berre in a combat zone after 
June 24, 1950 and prior to Jan. 1, 1054, 
and to redefine “such zone’* in subpara- 
graph (C) (iii). 

Subsec. (b) (IS) added by Act Jan. 3, 
1051. 

Subsec. (d) (6) (A) catchline amended 
to read as now set out by Act Jan. 11» 
1051, § 1(a). 

Subsec. (d) (6) (A) amended by Act 
Jan. 11, 1951, I 1(b), which substituted 
“January 1, 1953” in lieu of “January 1, 
1051”. 

•Subsec. (d) (6) (F) (iii) amended by 
Act Oct. 20, 1951, § 306(a), which struct 
out last sentence “For this purpose, and 
with respect to the taxable years cov- 
ered by this subparagraph, the^ refer- 
ence in subparagraph (E) to section 734 
(d) shall be taken as a reference to 
section 450(d)” and inserted new last 
sentence. 

Subsec. (d) (6) (F) added by Act Jan. 

11, 1951, § 2(a). 

Subsec. (n) (7) added by Act Oct. 20, 
1951, § 322(c) (1). 

1950 Amendments. Subsecs. (b) (9) 

and (b) (10) amended by Act Sept. 23, 
1950, § 201, which substituted “Decem- 
ber 31, 1951.” In lieu of “December 31, 
1950”. 

Subsec. (b) (13) amended by Act Sept. 

23, 1950, § 202(a), to grant an exclu- 
sion from gross income in case of com- 
pensation received prior to Jan. 1, 19K, 
for service as a member of the armed 
forces based on time spent in a com- 
bat zone during the taxable year in 
which the compensation was received. 

Subsec. (d) (6) (A) amended by Act 
Sept. 6, 1950, to allow the taxpayer to 
make the required election at such time 
and in such manner and subject to 
such regulations as the Commission with 
the approval of the Secretary may pre- 
scribe. 

Sub sec. (o) added by Act Sept. 23, 1950, 

{ 203(a). 

1949 Amendment. Subsec. (b) amended 
by Act Aug. 27, 19i9 which inserted 
“1950” in lieu of “1949” in subdivs. (9) 
and (10). 

1947 Amendment, Subsec. (b) (9), (10) 
amended by Act June 25, 1947, which ex- 
tended for two years, from 1947 to 1949, 
the effective period of those provisions 
relating to the exclusion of income from 
the discharge of indebtedness. 

Subsec. (b) (13) amended by Act Aug. 

8, 1947, 5 7, by limiting the application of 
the exclusions of this section to compen- 
sation for active service received prior 
to Jan. 1, 1948, rather than prior to the 
termination of the war as proclaimed by 
the President. 

Subsec. (d) (6) (A) amended by Act 
Aug. 8, 1947, § 8, which makes its pro- 
visions applicable in cases where the in- 
voluntary liquidation occurred in a tax- 
able year beginning prior to Jan. 1, 
1948 (Instead ol in a taxable year be- 
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ginning prior to the termination of the 
war), and the replacement occurred in a 
subsequent taxable year ending prior to 
Jan. 1, 1951 (instead of a taxable year 
ending not more than 3 years after the 
termination of the war). 

1946 Amendment. Subsec. (b) (9), (10) 
amended by Act July 31, 1946, which 
extended for one more year the effective 
•period of these provisions relating to the 
exclusion of income from the discharge 
of indebtedness. 

1945 Amendment. Subsec. (b) (9) and 
(10) amended by Act Nov. 8, 1945, § 152, 
which struck out “1945” in each of such 
paragraphs and inserted “1946” in lieu 
thereof. 

Subsec. (b) (13) amended generally by 
Act Nov. 8, 1945, § 141(a). 

1944 Amendment. Subsec. (b) (4) 

amended by Act May 29, 1944, which in- 
corporated technical changes necessitated 
by amendment of section 25 of this title. 

Subsec. (b) (14) added by Act Feb. 25, 
1944. 

Subsec. (d) (6) (A) amended by Act 
Feb. 25, 1944, which struck out “December 
31, 1941’* and inserted “December 31, 
1940”, and inserted “(or, with respect to 
taxable years beginning in 1941, at any 
time within the six months period fol- 
lowing the date of the enactment of the 
Kevenue Act of 1943)” following “tax- 
payer’s income tax return for such year” 
in the first sentence, and amended gen- 
erally the next to last sentence which 
commences “The taxes imposed”. 

Subsec. (d) (6) (C) amended by Act 
Feb 25, 1944, which inserted “taken into 
purchases and” following “involuntary 
liquidation shall be”, and inserted “clos- 
ing” preceding “inventory of the taxpayer 
for the year of replacement”. 

Subsec. (d) (6) (D) amended by Act 
Feb. 25, 1944, which struck out “for sub- 
sequent taxable years” and inserted in 
lieu thereof “for prior and subsequent 
taxable years”. 

Subsec. (d) (6) (E) amended by Act 
Feb. 25, 1944, which struck out “Sub- 
chapter E of” preceding “Chapter 2” in 
second sentence. 

Subsecs. (m) and (n) added by Act May 
29, 1944. 

1943 Amendment. Subsec. (b) (13) 

amended by Act June 9, 1943, which 
among other changes made a blanket al- 
lowance of $1500, in lieu of former al- 
lowance of $250, for single, and $300, for 
married persons or heads of families. 

1942 Amendment. Subsecs. (b) (2-5), 
(9); (d) (2) (B), (5) (B) amended and 
subsecs. (b) (2) (B), (10-13); (d) (6); 
(k) and ( 1 ) added by Act Oct. 21, 1942. 

1939 Amendment. Subsec. (a) amended 
by sections 1 and 3 of the Act of Apr. 12, 
1939, which inserted words “including 
personal service as an officer or employee 
of a State, or any political subdivision 
thereof, or any agency or instrumental- 
ity of any one or more of the foregoing" 
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after the words ‘‘compensation for per- 
sonal service,” and by adding tlie last 
sentence requiring tbe compensation of 
judges of courts of the United States who 
took office on or before June 6, 1932, to 
be included in gross income. 

Subsec. (b) (9) added by Act June 

29, 1939. 

Subsec, (d) amended by Act June 29, 
1939. It was enacted without a catchline, 
which has been supplied by editor. 

Amendment to 1938 Act. Act June 29, 
1939, 10 p. m, B. S. T., c. 247, Title II, 

§ 219(c), 63 Stat. 877, provided as fol- 
lows: 

“(c) Amendment to 1938 Act. — Section 
22(d) of the Revenue Act of 1938 (relating 
to inventories in certain industries) is 
amended to read as follows : 

“ ‘(d) If the inventory method describ- 
ed in section 22(d) (1), as amended, of 
the Internal Revenue Code [1939] is used 
for the first taxable year beginning after 
December 31, 1938, then, in determining 
income for the preceding taxable year, 
the closing inventory of such year of the 
goods specified in the application under 
section 22(d) (2), as amended, of such 
Code [1939] shall be at cost.’ ” 

Effective Date of 1963 Amendment. Sec- 
tion 3 of Act July 8, 1952 provided in 
part that the amendment of subsection 
(b) should apply only with respect to 
sports programs conducted after July 8, 
1952, under agreements entered into after 
such date. 

Effective Date of 1951 Amendments. 
Amendments of subsec. (b) (1) and (2) 
were made applicable with respect to 
taxable years beginning after Dec. 31, 
1951, by sections 302(b) and 303(c) of 
Act Oct. 20, 1951. Amendment of sub- 
sec. (b) (9) was made effective with re- 
spect to discharges of indebtedness oc- 
curring within taxable years ending aft- 
er 1950 by section 304(a) of said Act Oct. 

20, 1961. Amendment of subsec. (b) (10) 
carried no specific effective date. Amend- 
ments of subsec. (b) (13) (A), (B), (C) 
(iii) were made applicable to taxable 
years ending after June 24, 1950, by sec- 
tion 305(d) of said Act Oct. 20, 1951. 
Amendment of subsec. (d) (6) (E) (iii) 
was made applicable with respect to tax- 
able years ending after June 30, 1950, by 
section 806(b) of Act Oct. 20, 1951. 

Amendment of subsec. (n) by addition of 
paragraph (7) was made applicable only 
with respect to taxable years beginning 
on or after Oct. 20, 1951, by section 322 
,(d) of Act Oct. 20, 1951. 

Section 1(c) of Act Jan. 11, 1961, pro- 
vided that the amendments of the catch- 
line of subpar. (A) and subpar. (A) of 
subsec. (d) (6) by section 1(a), (b), of 
said Act Jan. 11, 1951, should be applic- 
able with respect to taxable years be- 
ginning after Dec. 81, 1940. 

The addition of subpar. (P) to subsec, 

(d) (6) by section 2(a) of said Act Jan. 

11, 1951, was made applicable with re- 
■pect to taxable ye^rs ending after 
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June 30, 1950, by section 2(b) of said 
Act Jan. 11, 1951. 

Section 306 of Act Jan. 3, 1951, provid- 
ed in part that the amendment of this 
subsection should be effective with re- 
spect to taxable years beginning after 
Dec. 31, 1960. 

Effective Date of 1950 Amendments. 
Section 203(c) of Act Sept. 23, 1950, pro- 
vided that amendments to subsec. (o) of 
this section and sections 113(b) (1) (I) 
and 125(e) [I.R.C.1939] should be applic- 
able to taxable years ending after June 
SO, 1950, but in the case of a taxable 
year beginning before and ending after 
snch date the amendments should apply 
only with respect to obligations acquired 
after such date. 

Section 1(b) of Act Sept. 6, 1950, pro- 
vided that the amendment made by sec- 
tion 1(c) of said Act Sept. 6, 1950 shall 
be applicable with respect to taxable 
years beginning after Dec. 31, 1940. 

Effective Date of 1945 Ametndment. 
Amendment of subsec. (b) (13) by Act 
Nov 8, 1945, § 141(a) was made applicable 
to taxable years by subsec. (b) thereof, 
reads as follows: “Subparagraph (A) of 
section 22(b) (13), as amended by sub- 
section (a) of this section, shall be ap- 
plicable with respect to taxable years 
beginning after December 31, 1942; sub- 
paragraph (B) thereof shall be applic- 
able with respect to taxable years be- 
ginning after December 81, 1940.” 

Effective Date of 1944 Amendmeiits. 
Amendment of snbsec. (b) (4), and ad- 
dition of subsecs, (m) and (n) by Act 
May 29, 1944, §§ 7, 8(a), 11(d), was made 
applicable to taxable years beginning 
after Dec. 31, 1943, by section 2 thereof. 

Addition of par. (14) to subsec. (b) by 
Act Feb. 25, 1944, | 109, was made ap- 
plicable to taxable years beginning after 
Dec. 31, 1843, by section 101 thereof. 

Amendments of subsec. (d) (6) (A), (d) 
(6) (C), (d) (6) (D), and (d) (6) (B) by 
Act Feb. 26, 1944, § 110(a), were made ap- 
plicable to taxable years beginning after 
Dec. 31, 1940, by section 110(b) thereof. 

Effective Date of 1943 Amendmieiit. 
Amendment of subsec. (b) (13) by Act 
June 9, 1943, was made effective with 
respect to taxable years beginning after 
December 31, 1942, by section 7(b) there- 
of. 

Effective Date of 1942 Amentdnmat. 
Amendments by Act Oct. 21, 1942, $9 
127, 113-115, 117, 119 to subsccs. (b) (6. 
9, 11, 13) and (d) (6) were made applic- 
able to taxable years beginning after 
Dec. 31, 1941, by section 101 thereof. Ef- 
fective dates of other amendments by 
said Act Oct. 21, 1942, are noted in para- 
graphs below. 

Amendment of subsec. (b) (2) by Act 
Oct. 21, 1942, f 110(a), adding new sen- 
tence at end of par., was made applicable 
to taxable years beginning after Dec. 81, 
1940, by section llO(b) thereof. 

Amendment of subsec. (b) (2), insert- 
ing a new heading for (A) and adding a 
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new sentence at the end thereof, and 
amendment adding subsec. (k), both by 
Act Oct. 21 1942, § 120(a) (d) were made 
effective by section 120(g) thereof as fol- 
lows: “(g) The amendments made by 
this section [to sections 22(b) (2), (k), 
2S(u), 25(b) (2) (A). 171 and 3797(a) (17)1 
shall be applicable only with respect to 
taxable years beginning after December 
31, 1941; except that if the first taxable 
year beginning after December 31, 1941, 
of the husband does not begin on the 
same day as the first taxable year be- 
ginning after December 31, 1941, of the 
wife, such amendments shall first become 
applicable in the case of the husband on 
the first day of the wife’s first taxable 
year beginning after December 31, 1941, 
regardless of the taxable year of the hus- 
band in which such day fails.” 

Amendment of subsec. (b) (2) by Act 
Oct. 21 1942, § 162(c), adding subpar. (B) 
was made effective by section 162(d) 
thereof, as amended by Acts Dec. 17, 1943, 
c. 346, § 3, 57 Stat. 602; Dec 20, 1944, c. 

616, § 2, 58 Stat 830, as follows: “(d) 

The amendments made by this section [to 
sections 22(b) (2) (B), 23(p). 165 of I E.C. 
1039, and section S0a-3(c) (13) of Title 
15] shall be applicable as to both the 
employer and employees only with re- 
spect to taxable years of the employer be- 
ginning after December 31, 1941, except 
that— 

“(1) In the case of a stock bonus, pen- 
sion, profit-sharing, or annuity plan in 
effect on or before September 1, 1942, 

“(A) such a plan shall not become sub- 
ject to the requirements of section 165 
(a) (3), (4), (5), and (6) until the be- 
ginning of the first taxable year begin- 
ning after December 31, 1942. 

“(B) such a plan shall be considered 
as satisfying the requirements of section 
165(a) (3), (4), (5), and (6) for the pe- 
riod beginning with the beginning of the 
first taxable year following December 31, 
1942 and ending June 30, 1945, if the 
provisions thereof satisfy such require- 
ments by June 30, 1945, and if by that 
time all provisions of such plan which 
are necessary to satisfy such require- 
ments are in effect and have been made 
effective for all purposes with respect to 
the portion of such period after December 
31, 1943.” 

“(C) if the contribution of an em- 
ployer to such a plan in the employ- 
er’s taxable year beginning in 1942 ex- 
ceeds the maximum amount deductible 
for such year under section 23(p) (1), 
as amended by this section, the amount 
deductible in such year shall be not less 
than the sum of — 

“(i) the amount paid in such tax- 
able year prior to 'September 1, 1942, 
and deductible under section 23(a) or 
23(p) prior to amendment by this sec- 
tion, and 

“(ii) with respect to the amount paid 
in such taxable year on or after Septem- 
ber 1, 1942, that proportion of the amount 
deductible for the taxable year under 
section 23 (p) (1), as amended by this 
sectioii, which the number of months 
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after August 31, 1942, in the taxable year 
bears to twelve. 

“(2) A stock bonus, pension, profit- 
sharing, or annuity plan — 

“(A) put into effect after September 1, 
1942, and prior to January 1, 1945, shall 
be considered as satisfying the require- 
ments of section 165(a) (3), (4), (6), and 
(6) for the period beginning with the 
date on which it was put into effect and 
ending with June 30, 1945, if all provi- 
sions of the plan which are necessary to 
satisfy such requirements are in effect 
by the end of such period and have been 
made effective for all purposes with re- 
spect to the portion of such period after 
December 31, 1943; 

“(B) put into effect after December 
31, 1944, shall be considered as satisfy- 
ing the requirements of section 165(a) 
(3), (4), (5), and (6) for the period be- 
ginning with the date on which it was 
put into effect and ending with the 15th 
day of the third month following the 
close of the taxable year of the employ- 
er in which the plan was put in effect, 
if all provisions of the plan which are 
necessary to satisfy such requirements 
are in effect by the end of such period and 
have been made effective for all pur- 
poses with respect to the whole of such 
period.” 

Amendment of subsec. (b) (3) by Act 
Oct. 21, 1942, § 111(a), was made ef- 
fective by section 111(e) thereof as fol- 
lows: “(e) The amendments made by 
this section shall be applicable only 
with respect to taxable years beginning 
after December 31, 1941; except that in 
the case of income paid, credited or to be 
distributed or amounts paid, credited or 
to be distributed by an estate or trust 
the amendments made by this section 
shall be applicable only with respect to 
such income and such amounts paid, 
credited or to be distributed on or after 
the beginning of the first taxable year of 
the estate or trust, as the case may be, 
beginning after December 31, 1941.” 

Amendment of subsec, (b) (4) by Act 
Oct 21 1942, § 112(a), inserting words 
“to the extent they represent deposits 
made before March 1, 1941” was made ef- 
fective as of March 1, 1941, by section 
112(c) thereof. 

Amendment of subsec, (b) by Act Oct. 
21, 1942, § 114(b), adding par. (10), was 
made applicable to taxable years be- 
ginning after Dec. 31, 1939, by section 
114(c) thereof. 

Amendment of subsec. (b) by Act Oct. 
21, 1942, § 116(a), adding par. (12), was 
made applicable to taxable years begin- 
ning after Dec, 31, 1938, by section 116(b) 
thereof. 

Amendments of subsec. (d), pars. (2) 
(B) and (5) (B) by Act Oct. 21, 1942, § 
118(a, b), were made applicable to tax- 
able years beginning after Dec. 81, 1938, 
by section 118(c) thereof. 

Amendment adding subsec. (7) by Act 
Oct. 21, 1942, $ 134(c), Was made applic- 
able to taxable years ending after Dec. 
81, 1942, by section 134(f) thereof. 
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Act June 29, 1939, was made applicable to 
taxable years beginning after Dec, 31, 
1938, by sections 215(c) and 219(b) there- 
of. 

Credits or Befunds for 1941 and 1943 . 
Act Nov. 8, 1945, § 141(c), provided: **lf 
at any time prior to January 1, 1947, the 
allowance of a credit or refund of an 
overpayment of the tax for any taxable 
year beginning after December 31, 1940, 
and before January 1, 1943, is otherwise 
prevented by the operation of any law 
or rule of law (other than section 3761, 
relating to compromises), a credit or 
refund of the overpayment of such tax 
to the extent that the overpayment is 
attributable to the enactment of this sec- 
tion may, nevertheless, be allowed or 
made if a claim therefor is filed before 
January 1, 1947.'' 

Becovery Under Prior Revenue Acts. 
Section 116(c) of Act Oct. 21, 1942, pro- 
vided as follows: "(c) For the purposes 
of the Revenue Act of 1938 or any prior 
revenue Act, the amendments made to the 
Internal Revenue Code [1939] by subsec- 
tion (a) of this section [adding sub- 
par. (12) to subsec. (b)] shall be eftec- 
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tive as if they were a part of each such 
revenue Act on the date of its enactment.” 

Public Salary Tax Act. Complete orig- 
inal text of The Public Salary Tax 
Act, Apr. 12, 1939, c. 59. Title II, §§ 
201-211, 53 Stat. 575-^77 as amended by 
Acts June 25, 1940, c. 419, Title IT, § 401, 
54 Stat. 527; Oct. 21. 1942, c. 619, Title 
V, § 509(b), 56 Stat. 967, eff. Apr. 12, 
1939, see volumes “Title 26 — Internal Rev- 
enue Acts.” 

Treaty Obligations. Section 615 of Act 
Oct. 20, 1951, provided that: “No amend- 
ment made by this Act [Act Oct. 20, 1951] 
shall apply in any case where its appli- 
cation would be contrary to any treaty 
obligation of the United States.” 

Similar provisions were contained in 
the following Acts : 

1950— Sept. 23, 1950, 3 ;15 p. m., E. D. 

T., c. 994, Title II, § 214, 64 Stat. 

937. 

1944— Feb. 25, 1944, 12 :49 p. m , B. W. 

T . c. 63, Title I, § 136, 58 Stat. 

53. 

1942— Oct. 21, 1942, 4,:30 p. m., B. W. 

T , c. 619, Title I, § 109, 56 Stat. 

808. 


EXECUTIVE OBDEB NO. 10195 
Dec. 21, 1950, 15 F.R. 9177 

DESIGNATION OF KOREA AND WATERS ADJACENT THERETO 
AS A COMBAT ZONE 


Pursuant to the authority vested In 
me by section 22(b) (13) of the Inter- 
nal Revenue Code, as amended by sec- 
tion 202(a) of the Revenue Act of 1950, 
approved September 23, 1950 (Public 

Law 814, 81st Congress) [subsection (b) 
(13) of this section], there la hereby 
designated, for the purposes of para- 
graph (13) of section 22(b) of the In- 
ternal Revenue Code [subsection (b) (13) 
of this section], as an area in which 
armed forces of the United States have 
engaged in combat: 

Korea, Including the waters adjacent 
thereto within the following-described 
limits: From a point at Lat. 39 *30' N, 
Long. 122®45' B southward to Lat. S3® N, 
Long. 122 ®45' E ; thence eastward to Lat. 
83® N, Long. 127®65' B ; thence northeast- 
ward to Lat. 87®05' N, Long 133® B; 
thence northward to Lat. 40®40' N, Long. 
133® B; thence northwestward to a point 
on the east coast of Korea at the junc- 
ture of Korea with the D.S.S.R. 


The date of the commencing of com- 
batant activities in such area is hereby 
designated as June 27, 1950. 

Text of Amendatory Revenue Acts. 
Complete original text of Revenue Acts 
amending this section, 1939 to date, 
see volumes “Title 26 — Internal Revenue 
Acts”. 

Legislative History and Congressional 
Comment: For legislative history and 
purpose of Act Aug. 7, 1953, see 1958 U.S. 
Code Cong, and Adm.News, p. 2186. See, 
also, Acts July 8, 1952, 1952 U.S.Code 
Cong, and Adm.News, p. 1997; Oct. 20, 
1961, 1951 U.S.Code Cong. Service, p. 

1781; Sept. 23, 1950, 1950 U.S.Code Cong. 
Service, p. 3053; Aug. 27, 1949, 1949 TL 
S.Code Cong Service, p. 1876 ; Aug. 8, 1947, 
1947 U.S.Code Oong.Service, p, 1668; June 
25, 1947, 1947 U.S.Code Cong.Service, p. 
1211; July 31, 1946, 1946 U.S.Code Cong, 
Service, p. 1385; Nov. 8, 1945, 1945 U.>S. 
Code Cong.Service, p. 814; May 29, 1944, 
1944 U.S.Code Cong.Service, p. 1056. 


§ 2S. Deductions from gross Income. In computing net Income there 
shall be allowed as deductions : 

(a) Expenses. 

(1) Trade or business expenses. 

(A) In general. All the ordinary and necessary exi^enses paid or in- 
curred during the taxable year in carrying on any trade or busihess, In- 
cluding a reasonable allowance for salaries or other compensation for 
personal services actually rendered; traveling expenses (including the 
entire amount expended for meals and lodging) while away from home la 
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tlie pursuit of a trade or business ; and rentals or other payments required 
to be made as a condition to the continued use or possession, for pur- 
poses of the trade or business, of property to which the taxpayer has not 
taken or is not taking title or in which he has no equity. In the case of 
any sports program conducted for the benefit of the American National 
Red Cross, expenses described in section 22 (b) (16) (B) shall be al- 
lowable under this subparagraph only to the extent that such expenses 
exceed the amount excluded from gross income by section 22 (b) (16). 

(B) Corporate charitable contributions. No deduction shall be allow- 
able under subparagraph (A) to a corporation for any contribution or 
gift which would be allowable as a deduction under subsection (q) were 
it not for the 5 per centum limitation therein contained and for the re- 
quirement therein that payment must be made within the taxable year. 

(C) Expenditures for advertising and good will. If a corporation has, 
for the purpose of computing its excess profits tax credit under Chapter 
2E, or subchapter D of this Chapter, claimed the benefits of the election 
provided in section 733 or section 451, as the case may be, no deduction 
shall be allowable under subparagraph (A) to such corporation for ex- 
penditures for advertising or the promotion of good will which, under 
the rules and regulations prescribed under section 733 or section 451, as 
the case may be, may be regarded as capital investments. 

(2) Non-trade or non-business expenses. In the case of an individual, 
all the ordinary and necessary expenses paid or incurred during the tax- 
able year for the production or collection of income, or for the man- 
agement, conservation, or maintenance of property held for the production 
of income. 

(b) Interest. All interest paid or accrued within the taxable year on 
indebtedness, except on indebtedness incurred or continued to purchase 
or carry obligations (other than obligations of the United States issued 
after September 24, 1917, and originally subscribed for by the taxpayer) 
the interest upon which is wholly exempt from the taxes imposed by this 
chapter. 

(c) Taxes generally. 

(1) Allowance in general. Taxes paid or accrued within the taxable 
year, except — 

(A) Federal income taxes; 

(B) war-profits and excess-profits taxes Imposed by Title II of the 
Revenue Act of 1917, Title III of the Revenue Act of 1918, Title III of the 
Revenue Act of 1921, section 216 of the National Industrial Recovery Act, 
section 702 of the Revenue Act of 1934, or Suhchapter E of Chapter 2, 
or by any such provisions as amended or supplemented; 

CO income, war-profits, and excess-profits taxes imposed by the au- 
thority of any foreign country or possession of the United States, if the 
taxpayer chooses to take to any extent the benefits of section 131; 

(D) estate, inheritance, legacy, succession, and gift taxes; 

(B) taxes assessed against local benefits of a kind tending to increase 
the value of the property assessed; but this paragraph shall not exclude 
the allowance as a deduction of so much of such taxes as is properly 
allocable to maintenance or interest charges; and 

(F) Federal import duties, and Federal excise and stamp taxes (not 
described in subparagraph (A), (B), (D), or (E) ), but this subsection 
shall not prevent such duties and taxes from being deducted under sub- 
section (a). 

(2) Repealed. Oct. 21, 1942, 4:30 p. m., E. W. T., c. 619, Title I, 
I 105(c) (2), 66 Stat. 806. 
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(3) Gasoline and retail sales taxes. In tlie case of a tax imposed by 
any State, Territory, District, or possession of tbe United States, or any 
political subdivision thereof, upon persons engaged in selling tangible 
personal property at retail, or upon persons selling gasoline or other mo- 
tor vehicle fuels either at wholesale or retail, which is measured by the 
gross sales price or the gross receipts from the sale or which is a stated 
sum per unit of such property sold, or upon persons engaged in furnish- 
ing services at retail, which is measured by the gross receipts for furnish- 
ing such services, if the amount of such tax is separately stated, then to 
the extent that the amount so stated is paid by the consumer (otherwise 
than in connection with the consumer's trade or business) to his vendor 
such amount shall he allowed as a deduction in computing the net income 
of such consumer as if such amount constituted a tax imposed upon and 
paid by such consumer. 

(d) Taxes of shareholder paid by corporation. The deduction for tax- 
es allowed by subsection (c) shall be allowed to a corporation in the 
case of taxes imposed upon a shareholder of the corporation upon his 
interest as shareholder which are paid by the corporation without reim- 
bursement from the shareholder, but in such cases no deduction shall be 
allowed the shareholder for the amount of such taxes. 

(e) Dosses by individiials. In the case of an individual, losses sus- 
tained during the taxable year and not compensated for by insurance or 
otherwise — 

(1) if incurred in trade or business; or 

(2) if incurred in any transaction entered into for profit, though not 
connected with the trade or business; or 

(3) of property not connected with the trade or business, if the loss 
arises from fires, storms, shipwreck, or other casualty, or from theft. 
No loss shall be allowed as a deduction under this paragraph if at the 
time of the filing of the return such loss has been claimed as a deduction 
for estate tax purposes in the estate tax return. 

(f) Dosses by corporations. In the case of a corporation, losses sus- 
tained during the taxable year and not compensated for by insurance or 
otherwise. 

(g) Capital losses. 

(1) Dimitation. Losses from sales or exchanges of capital assets shall 
be allowed only to the extent provided in section 117. 

(2) Securities becoming worthless. If any securities (as defined in 
paragraph (3) of this subsection) become worthless during the taxable 
year and are capital assets, the loss resulting therefrom shall, for the 
purposes of this chapter, be considered as a loss from the sale or exchange, 
on the last day of such taxable year, of capital assets. 

(3) Definition of securities. As used in paragraph (2) i of subsection 
the term ‘‘securities’* means (A) shares of stock in a corporation, and 
(B) rights to subscribe for or to receive such shares. 

(4) Stock in afldllated corporation. For the purposes of paragraph (2) 
stock in a corporation affiliated with the taxpayer shall not be deemed a 
capital asset. For the purposes of this paragraph a corporation shall 
be deemed to be affiliated with the taxpayer only if: 

(A) at least 95 per centum of each class of its stock is owned directly 
by the taxpayer; and 

(B) more than 90 per centum of the aggregate of its gross incomes 
for all taxable years has been from sources other than royalties, rents 
(except rents derived from rental of properties to employees of the com- 
pany in the ordinary course of its operating business),, dividends, interest 
{except interest received on deferred purchase price of operating assets 
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sold), annuities, or gains from sales or exchanges of stocks and securities; 
and 

(C) the taxpayer is a domestic corporation. 

(h) Wagering losses. Losses from wagering transactions shall be al- 
lowed only to the extent of the gains from such transactions. 

(i) Basis for determining loss. The basis for determining the amount 
of deduction for losses sustained, to be allowed under subsection (e) or 
(f), and for bad debts, to be allowed under subsection (k), shall he the 
adjusted basis provided in section 113(b) for determining the loss from 
the sale or other disposition of property. 

( j ) Loss on wash sales of stock or securities. 

For disallowance of loss deduction in the case of sales of stock or securities where 
within thirty days before or after the date of the sale the taxpayer has acquired 
substantially identical property, see section 118 . 

(k) Bad debts. 

(l) General rule. Debts which become worthless within the taxable 
year; or (in the discretion of the Commissioner) a reasonable addition 
to a reserve for bad debts; and when satisfied that a debt is recoverable 
only in part, the Commissioner may allow such debt, in an amount not in 
excess of the part charged off within the taxable year, as a deduction. 
This paragraph shall not apply in the case of a taxpayer, other than a 
bank, as defined in section 104, with respect to a debt evidenced by a se- 
curity as defined in paragraph (3) of this subsection. This paragraph 
shall not apply in the case of a taxpayer, other than a corporation, with 
respect to a non-business debt, as defined in paragraph (4) of this sub- 
section. In the case of a mutual savings bank not having capital stock 
represented by shares, a domestic building and loan association, and a 
cooperative bank without capital stock organized and operated for mutu- 
al purposes and without profit, the reasonable addition to a reserve for 
bad debts shall be determined with due regard to the amount of the tax- 
payer’s surplus or had debt reserves existing at the close of December 31, 
1951. In the case of a taxpayer described in the preceding sentence, the 
reasonable addition to a reserve for bad debts for any taxable year shall 
in no case be less than the amount determined by the taxpayer as the rea- 
sonable addition for such year; except that the amount determined by the 
taxpayer under this sentence shall not be greater than the lesser of (A) 
the amount of its net income for the taxable year, computed without re- 
gard to this subsection, or (B) the amount by which 12 per centum of the 
total deposits or withdrawable accounts of its depositors at the close of 
such year exceeds the sum of its surplus, undivided profits, and reserves 
at the beginning of the taxable year. 

(2) Securities becoming worthless. If any securities (as defined In 
paragraph (3) of this subsection) become worthless within the taxable 
year and are capital assets, the loss resulting therefrom shall, in the 
case of a taxpayer other than a bank, as defined in section 104, for the 
purposes of this chapter, be considered as a loss from the sale or ex- 
change, on the last day of such taxable year, of capital assets. 

(8) Deflnitiou of securities. As used in paragraphs (1), (2), and (4) 
of this subsection the term “securities” means bonds, debentures, notes, 
or certificates, or other evidences of indebtedness, issued by any corpora- 
tion (including those issued by a government or political subdivision 
thereof) , with interest coupons or in registered form. 

(4) Non-bustnesS debts. In the case of a taxpayer, other than a cor- 
poration, if a non-business debt becomes worthless within the taxable 
year, the loss resulting therefrom shall be considered a loss from the 
sale or exchange, dilxing the taxable year; of a capital asset held for not 
more than 6 months. The term “non-busin ess debt” means a debt other 
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than a debt eTidenced by a security as defined in paragraph (3) and 
other than a debt the loss from the worthlessness of which is incurred 
in the taxpayer’s trade or business. 

(5) Securities of affiliated corporations. Bonds, debentures, notes or 
certificates, or other evidences of indebtedness issued with interest cou- 
pons or in registered form by any corporation affiliated with the taxpayer 
shall not be deemed capital assets for the purposes of paragraph (2) and 
paragraph (1) shall apply with respect to such debt except that no such 
deduction shall be allowed under such paragraph with respect to any 
such debt which is recoverable only in part. For the purposes of this 
paragraph a corporation shall be deemed to be affiliated with the tax- 
payer only if: 

(A) at least 9 5 per centum of each class of its stock is owned directly 
by the taxpayer; and 

(B) more than 90 per centum of the aggregate of its gross incomes 
for all taxable years has been from sources other than royalties, rents 
(except rents derived from rental of properties to employees of the com- 
pany in the ordinary course of its operating business), dividends, interest 
(except interest received on deferred purchase price of operating assets 
sold), annuities, or gains from sales or exchanges of stocks and securities; 
and 

(C) the taxpayer is a domestic corporation. 

(6) Exception. This subsection shall not apply in the case of a tax- 
payer, other than a bank, as defined in section 104, with respect to debts 
owed by (A) any political party, (B) any national, state, or local com- 
mittee of any political party, or (C) any committee, association, or organi- 
zation which accepts contributions or makes expenditures for the purpose 
of influencing or attempting to influence the election of Presidential or 
Vice Presidential electors or of any individual whose name is presented 
for election to any Federal, State, or local elective public office, whether or 
not such individual is elected. For the purpose of this paragraph, the 
terms ‘"contributions” and “expenditure” shall have the meanings pre- 
scribed for such terms in section 591 of title 18 of tbe United States Code. 

( 1 ) Depreciation. A reasonable allowance for the exhaustion, wear 
and tear (including a reasonable allowance for obsolescence) — 

(1) of property used in the trade or business, or 

( 2 ) of property held for the production of income. 

In the case of property held by one person for life with remainder to 
another person, the deduction shall be computed as if the life tenant 
were the absolute owner of the property and shall be allowed to the life 
tenant. In the case of property held In trust the allowable deduction shall 
be apportioned between the income beneficiaries and the trustee in accord- 
ance with the pertinent provisions of the instrument creating the trust, or. 
In the absence of such provisions, on the basis of the trust income allocable 
to each. 

(m) Depletion. In the case of mines, oil and gas wells, other natural 
deposits, and timber, a reasonable allowance for depletion and for de- 
preciation of improvements, according to tbe peculiar conditions in each 
case; such reasonable allowance in all cases to be made under rules and 
regulations to be prescribed by the Commissioner, with the approval 
of the Secretary. In any case in which it is ascertained as a result of 
operations or of development work that the recoverable units are greater 
or less than the prior estimate thereof, then such prior estimate (but not 
the basis for depletion) shall be revised and the allowance undei; this 
subsection for subsequent taxable years shall be based upon such revised 
estimate. In the case of leases the deductions shall be equitably appor- 
tioned between the lessor and lessee. In the case of property held by on© 
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person for life witli remainder to another person, the deduction shall 
he computed as if the life tenant were the absolute owner of the property 
and shall be allowed to the life tenant- In the case of property held in 
trust the allowable deduction shall be apportioned between the income 
beneficiaries and the trustee in accordance with the pertinent provisions 
of the instrument creating the trust, or, in the absence of such provisions, 
on the basis of the trust income allocable to each. 

For percentage depletion allowable under this subsection, see section 114:<b), (3) 
and (4). 

(n) Basis for depreciation and depletion. The basis upon which de- 
pletion, exhaustion, wear and tear, and obsolescence are to be allowed in 
respect of any property shall be as provided in section 114. 

(o) Charitable and other contributions. In the case of an individual, 
contributions or gifts payment of which is made within the taxable year 
to or for the use of: 

(1) The United States, any State, Territory, or any political subdivision 
thereof or the District of Columbia, or any possession of the United 
States, for exclusively public purposes; 

(2) A corporation, trust, or community chest, fund, or foundation, 
created or organized in the United States or in any possession thereof or 
under the law of the United States or of any State or Territory or of any 
possession of the United States, organized and operated exclusively for re- 
ligious, charitable, scientific, literary, or educational purposes, or for the 
prevention of cruelty to children or animals, no part of the net earnings of 
which inures to the benefit of any private shareholder or individual, and 
no substantial part of the activities of which is carrying on propaganda, or 
otherwise attempting, to influence legislation. For disallowance of cer- 
tain charitable, etc,, deductions otherwise allowable under this paragraph, 
see sections 3813 and 162 (g) (2); 

(3) the special fund for vocational rehabilitation authorized by section 
12 of the World War Veterans' Act, 1924, 43 Stat. 611 (U.S.C., Title 38, 
§ 440); 

(4) posts or organizations of war veterans, or auxiliary units or 
societies of any such posts or organizations, if such posts, organizations, 
units, or societies are organized in the United States or any of its pos- 
sessions, and if no part of their net earnings inures to the benefit of any 
private shareholder or individual; 

(5) a domestic fraternal society, order, or association, operating 
under the lodge system, but only if such contributions or gifts are to^ 
be used exclusively for religious, charitable, scientific, literary, or educa- 
tional purposes, or for the prevention of cruelty to children or animals; 
or 

(6) the United Nations, but only if such contributions or gifts (A) are 
to be used exclusively for the acquisition of a site in the city of New 
York for its headquarters, and (B) are made after December 1, 1946, and 
before December 2, 1947; 

to an amount which in all the above cases combined does not exceed 20 
per centum of the taxpayer's adjusted gross income. Such contributions or 
gifts shall be allowable as deductions only if verified under rules and regu- 
lations prescribed by the Commissioner, with the approval of the Secre- 
tary. 

For unlimited deduction if contributions and gifts exceed 90 per centum of the net 
Income, see section 120. 

(p) Contributions of an employer to an employees* trust or ajmulty 
plan and compensation under a deferred-payment plan. 

(1) General rule. If contributions are paid by an employer to or un- 
der a stock bonus, pension, profit-sharing, or annuity plan, or if com- 
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jpensation is paid or accrued on account of any employee under a plan 
deferring the receipt of such compensation, such contributions or com- 
pensation shall not be deductible under subsection (a) but shall be 
deductible, if deductible under subsection (a) without regard to this 
subsection, under this subsection but only to the following extent: 

(A) In the taxable year when paid. If the contributions are paid 
into a pension trust, and if such taxable year ends within or with a 
taxable year of the trust for which the trust is exempt under section 
165 (a), in an amount determined as follows: 

(i) an amount not in excess of 5 per centum of the compensation 
otherwise paid or accrued during the taxable year to all the employees 
under the trust, but such amount may be reduced for future years if 
found by the Commissioner upon periodical examinations at not less 
than five-year intervals to be more than the amount reasonably necessary 
to provide the remaining unfunded cost of past and current service credits 
of all employees under the plan, plus 

fii) any excess over the amount allowable under clause (i) necessary 
to provide with respect to all of the employees under the trust the re- 
maining unfunded cost of their past and current service credits distributed 
as a level amount, or a level percentage of compensation, over the re- 
maining future service of each such employee, as determined under regu- 
lations prescribed by the Commissioner with the approval of the Secretary, 
but if such remaining unfunded cost with respect to any three individuals 
is more than 50 per centum of such remaining unfunded cost, the amount 
of such unfunded cost attributable to such individuals shall be distributed 
over a period of at least 5 taxable years, or 

(iii) in lieu of the amounts allowable under (i) and (ii) above, 
an amount equal to the normal cost of the plan, as determined under 
regulations prescribed by the Commissioner with the approval of 
the Secretary, plus, if past service or other supplementary pension 
or annuity credits are provided by the plan, an amount not in excess 
of 10 per centum of the cost which would be required to completely 
fund or purchase such pension or annuity credits as of the date 
when they are included in the plan, as determined under regulations 
prescribed by the Commissioner with the approval of the Secretary, 
except that in no case shall a deduction be allowed for any amount 
(other than the normal cost) paid in after such pension or annuity 
credits are completely funded or purchased. 

(iv) Any amount paid in a taxable year in excess of the amount 
deductible in such year under the foregoing limitations shall be de- 
ductible in the succeeding taxable years in order of time to the extent 
of the difference between the amount paid and deductible in each such 
succeeding year and the maximum amount deductible for such year in 
accordance with the foregoing limitations. 

(B) In the taxable year when paid, in an amount determined in 
accordance with subparagraph (A) of this paragraph, if the contribu- 
tions are paid toward the purchase of retirement annuities and such 
purchase is a part of a plan which meets the requirements of section 
165(a), (3), (4), (5), and (6), and if refunds of premiums, if any, 
are applied within the current taxable year or next succeeding taxable 
year towards the purchase of such retirement annuities. 

(C) In the taxable year when paid, if the contributions are paid 
into a stock bonus or profit-sharing trust, and if such taxable year 
ends within or with a taxable year of the trust with respect to which 
the trust is exempt under section 165(a), In an amount not in excess 
of 16 per centum of the compensation otherwise paid or accrued during 
the taxable year to all employees under the stock bonus or profit-sharing 
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plan. If in any taxable year beginning after December 31, 1941, there 
is paid into the trust, or a similar trust then in effect, amounts less than 
the amounts deductible under the preceding sentence, the excess, or if 
no amount is paid, the amounts deductible, shall be carried forward and 
be deductible when paid in the succeeding taxable years in order of 
time, but the amount so deductible under this sentence in any such 
succeeding taxable year shall not exceed 15 per centum of the compensa- 
tion otherwise paid or accrued during such succeeding taxable year to 
the beneficiaries under the plan. In addition, any amount paid into the 
trust in a taxable year beginning after December 31, 1941, in excess of 
the amount allowable with respect to such year under the preceding 
provisions of this subparagraph shall be deductible in the succeeding 
taxable years in order of time, but the amount so deductible under 
this sentence in any one such succeeding taxable year together with 
the amount allowable under the first sentence of this subparagraph 
shall not exceed 15 per centum of the compensation otherwise paid or 
accrued during such taxable year to the beneficiaries under the plan. 
The term *'stock bonus or profit-sharing trust'*, as used in this subpara- 
graph, shall not include any trust designed to provide benefits upon re- 
tirement and covering a period of years, if under the plan the amounts 
to be contributed by the employer can be determined actuarily as provided 
in subparagraph (A). If the contributions are made to two or more 
stock bonus or profit-sharing trusts, such trusts shall be considered a 
single trust for the purposes of applying the limitations in this sub- 
paragraph, 

(D) In the taxable year when paid, if the plan is not one included 
in paragraphs (A), (B), or (C), if the employees* rights to or derived 
from such employer’s contribution or such compensation are nonfor- 
feitable at the time the contribution or compensation is paid. 

(B) For the purposes of subparagraphs (A), (B), and (C), a taxpayer 
on the accrual basis shall be deemed to have made a payment on the 
last day of the year of accrual if the payment is on account of such 
taxable year and is made within sixty days after the close of the taxable 
year of accrual. 

(F) If amounts are deductible under subparagraphs (A) and (C), 
or (B) and (C), or (A), (B), and (C), in connection with two or more 
trusts, or one or more trusts and an annuity plan, the total amount 
deductible in a taxable year under such trusts and plans shall not 
exceed 25 per centum of the compensation otherwise paid or accrued 
during the taxable year to the persons who are the beneficiaries of 
the trusts or plans. In addition, any amount paid into such trust or 
under such annuity plans in a taxable year beginning after December 
31, 1941, in excess of the amount allowable with respect to such year 
under the preceding provisions of this subparagraph shall be deductible 
in the succeeding taxable years in order of time, but the amount so de- 
ductible under this sentence in any one such succeeding taxable year 
together with the amount allowable under the first sentence of this 
subparagraph shall not exceed 30 per centum of the compensation other- 
wise paid or accrued during such taxable years to the beneficiaries under 
the trusts or plans. This subparagraph shall not have the effect of 
reducing the amount otherwise deductible under subparagraphs (A), 
(B), and (C), if no employee is a beneficiary under more than one 
trust, or a trust and an annuity plan. 

If there is no plan but a method of employer contributions or com- 
pensation has the effect of a stock bonus, pension, profit-sharing, or 
annuity plan, or similar plan deferring the receipt of compensation, 
this paragraph shall apply as if there were such a plan, 

50 



COMPUTATION OF NET INCOME 


§23 

(S) Beductions under prior income tax acts. Any deduction allowable 
under section 23 (q) of the Revenue Act of 1928 (45 Stat. 802), or the 
Revenue Act of 1932 (47 Stat 182), or the Revenue Act of 1934 (48 
Stat. 691), under section 23 (p) of the Revenue Act of 1936 (49 Stat. 
1661), or the Revenue Act of 1938 (52 Stat. 464), or the Internal Reve- 
nue Code for a taxable year beginning before January 1, 19 42, which 
under such section was apportioned to any taxable year beginning after 
December 31, 1941, shall be allowed as a deduction for the years to 
which so apportioned to the extent allowable under such section if it 
had remained in force with respect to such year. 

(8) Exemption of trusts under section 165. The provisions of par- 

(q) Charitable and other contributions by corporations 

In the case of a corporation, contributions or gifts payment of which is 
made within the taxable year to or for the use of: 

(1) The United States, any State, Territory, or any political subdivision 
thereof or the District of Columbia, or any possession of the United States, 
for exclusively public purposes; or 

(2) A corporation, trust, or community chest, fund, or foundation, cre- 
ated or organized in the United States or in any possession thereof or un- 
der the law of the United States, or of any State or Territory, or of the 
District of Columbia, or of any possession of the United States, organized 
and operated exclusively for religious, charitable, scientific, veteran re- 
habilitation service, literary, or educational purposes or for the prevention 
of cruelty to children (but in the case of contributions or gifts to a trust, 
chest, fund, or foundation, payment of which is made within a taxable 
year beginning after December 31, 1948, only if such contributions or gifts 
are to be used within the United States or any of its possessions exclu- 
sively for such purposes), no part of the net earnings of which inures to 
the benefit of any private shareholder or individual, and no substantial 
part of the activities of which is carrying on propaganda, or otherwise at- 
tempting, to influence legislation. For disallowance of certain charitable, 
etc., deductions otherwise allowable under this paragraph, see sections 
3813 and 162 (g) (2); or 

(3) Posts or organizations of war veterans, or auxiliary units of, or 
trusts or foundations for, any such posts or organizations, if such posts, 
organizations, units, trusts, or foundations are organized in the United 
States or any of its possessions, and if no part of their net earnings in- 
ure to the benefit of any private shareholder or individual; or 

( 4 ) the United Nations, but only if such contributions or gifts (A) are 
to be used exclusively for the acquisition of a site in the city of New York 
for its headquarters, and (B) are made after December 1, 1046, and be- 
fore December 2, 1947; 

to an amount which does not exceed 5 per centum of the taxpayer's net 
income as computed without the benefits of this subsection. Such con- 
tributions or gifts shall be allowable as deductions only if verified un- 
der rules and regulations prescribed by the Commissioner, with the ap- 
proval of the Secretary. In the case of a corporation reporting its net 
income on the accrual basis, at the election of the taxpayer any contribu- 
tion oi* gift payment of which is made after the close of the taxable year 
and on or before the 16th day of the third month following the close 
df such year shall, fbir the purposes of this subsecticm, be considered as 
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paid during such taxable year if, during such year, the board of direc- 
tors authorized such contribution or gift. Such election shall be made 
only at the time of the filing of the return for the taxable year, and shall 
be signified in such manner as the Commissioner, with the approTal of 
the Secretary, shall by regulations prescribe. 

(r) Bividends paid by baaiking corporations 

(1) In the case of mutual savings banks, cooperative banks, and domes- 
tic building and loan associations, amounts paid to, or credited to the 
accounts of, depositors or holders of accounts as dividends on their de- 
posits or withdrawable accounts, if such amounts paid or credited are 
withdrawable on demand subject only to customary notice of intention to 
withdraw. 

(2) For deduction of dividends paid by certain other banking corpora- 
tions, see section 121. 

(s) Net operating loss deduction. For any taxable year beginning 
after December 31, 1939, the net operating loss deduction computed 
under section 122. 

(t) Amortization deduction. The deduction for amortization provided 
in sections 124, 12 4 A, and 12 4B. 

(u) Alimony, etc., payments. In the case of a husband described 
in section 22 (k), amounts includible under section 22 (Is.) in the gross 
income of his wife, payment of which is made within the husband's 
taxable year. If the amount of any such payment is, under section 
22 (k) or section 171, stated to be not includible in such husband's 
gross income, no deduction shall he allowed with respect to such payment 
under this subsection. 

(v) Bond premium deduction. In the case of a bondholder, the 
deduction for amortizable bond premium provided in section 125. 

(w) Deductions of estate, etc., on account of decedent’s deductions. 

(1) In the case of a person described in section 126(b), the amount 
of the deductions in respect of a decedent to the extent allowed by such 
subsection. 

(2) In the case of a person described in section 126(a), the amount 
of the deductions in respect of a decedent to the extent allowed by 
section 126(c). 

(x) Medical, dental, etc., expenses. Expenses paid during the taxable 
year, not compensated for by insurance or otherwise, for medical care of 
the taxpayer, his spouse, or a dependent specified in section 25 (h) (3) — 

(1) If neither the taxpayer nor his spouse has attained the age of 66 
before the close of the taxable year, to the extent that such expenses exceed 
5 per centum of the adjusted gross income; or 

( 2 ) If either the taxpayer or his spouse has attained the age of 6 5 before 
the close of the taxable year, (A) the amount of such expenses for the care 
of the taxpayer and his spouse, and (B) the amount by which such ex- 
penses for the care of such dependents exceed 6 per centum of the adjusted 
gross income. 

The deduction under this subsection shall not be in excess of $1,250 
tiplied by the number of exemptions allowed under section 25 (b) for the 
taxable year (exclusive of exemptions allowed under section 25 (b) (1) 
<B) or (C), with a maximum deduction of $2,600, except that the maxi- 
mum deduction shall be $5,000 in the case of a joint return of liusband 
and wife under section 61 (b). The term “medical care," as u^d in this 
subsection, shall include amounts paid for the diagnosis, cure, mitiga- 
tion, treatment, or prevention of disease, or for the purpose of affecting 
any structure or function of the body (including amounts paid fpr acci- 
dent or health insurance). The determination of whether an individual 
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Is married at any time during the taxable year shall be made in accord- 
ance with the provisions of section 51 (b) (5). 

(y) Repealed. Apr. 2, 1948, 3:18 p. m., B. S. T., c. 168, Title II, 
§ 202(e), 62 Stat. 114. 

(z) Amotmts representing taxes and interest paid to cooperative 
apartment corporation. 

(1) In general. In the case of a tenant-stockholder (as defined in 
paragraph ( 2 ) ) , amounts, not otherwise deductible, paid or accrued 
to a cooperative apartment corporation within the taxable year, if such 
amounts represent that proportion of the real estate taxes on the apart- 
ment building and the land on which it is situated, allowable as deductions 
under subsection (c), paid or incurred by the corporation, or of the 
interest paid or incurred by the corporation on its indebtedness con- 
tracted in the acquisition, construction, alteration, rehabilitation, or 
maintenance of such apartment building or in the acquisition of the 
land on which the building is located, which the stock of the corporation 
owned by the tenant-stockholder is of the total outstanding stock of the 
corporation, including that held by the corporation. 

(2) Definitions. For the purposes of this subsection — 

(A) Cooperative apartment corporation. The term ‘‘cooperative apart- 
ment corporation*' means a corporation — 

(i) having one and only one class of stock outstanding, 

(ii) all of the stockholders of which are entitled, solely by reason 
of their ownership of stock in the corporation, to occupy for dwelling 
purposes apartments in a building owned or leased by such corporation, 
and who are not entitled, either conditionally or unconditionally, except 
upon a complete or partial liquidation of the corporation, to receive any 
distribution not out of earnings and profits of the corporation, and 

(iii) 80 per centum or more of the gross income of which for the 
taxable year in which the taxes and interest described in paragraph 
(1) are paid or incurred is derived from tenant-stockholders. 

(B) Tenant-stockholder, The term “tenant-stockholder" means an 
Individual who is a stockholder in a cooperative apartment corporation, 
and whose stock is fully paid-up in an amount not less than an amount 
shown to the satisfaction of the Commissioner as bearing a reasonable 
relationship to the portion of the value of the corporation's equity in the 
building and the land on which it is situated which is attributable to the 
apartment which such Individual is entitled to occupy. 

(aa) Optional standard deduction for individuals. 

(l) Allowance. In the case of an individual, at his election a standard 
deduction as follows: 

(A) Adjusted gross income 85,000 or more. If his adjusted gross 
Income is |5,000 or more, the standard deduction shall be 1 1,0 00 or an 
amount equal to 10 per centum of the adjusted gross income, whichever 
Is the lesser, except that in the case of a separate return by a married 
Individual, the standard deduction shall he $500. 

(B) Adjusted gross income less than 85,000. If his adjusted gross 
Income is less than $5,000, the standard deduction shall be an amount 
equal to 10 per centum of the adjusted gross income upon the basis of 
which the tax applicable to the adjusted gross income of the taxpayer 
is determined under the tax table provided in section 400. 

(2) In lieu of certain deductions and credits. The standard deduction 
shall be in lieu of: (A) all deductions other than those which under 
section 22 (n) are to be subtracted from gross income in computing ad- 
justed gross income, (B) all credits with respect to taxes of foreign 
countries and possessions of the United States, (C) all credits with 
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respect to taxes wltlilield at the source under section 143(a) (relating 
to interest on tax-free covenant bonds), and (D) all credits against net 
income with respect to interest on certain obligations of the United 
States and Government corporations of the character specified in section 
25(a) (1) and (2). 

(3) Method and effect of election. 

(A) If the adjusted gross Income shown on the return is 55.000 or 
more, the standard deduction shall be allowed if the taxpayer so elects 
in his return, and the Commissioner, with the approval of the Secretary, 
shall by regulations prescribe the manner of signifying such election in 
the return. 

(B) If the adjusted gross income shown on the return is less than 
$5,000, the standard deduction shall be allowed if the taxpayer elects, in 
the manner provided in Supplement T, to pay the tax imposed by such 
supplement. 

(C) If the taxpayer upon making his return fails to signify, in the 
manner provided by subparagraph (A) or (B), his election to take the 
standard deduction, such failure shall be considered his election not to 
take the standard deduction. 

(B) If the adjusted gross income shown on the return Is $5,000 
or more, but the correct adjusted gross income is less than $5,000, 
then an election by the taxpayer under subparagraph (A) to take the 
standard deduction shall be considered as his election to pay the tax 
imposed by Supplement T; and his failure to make under subpara- 
graph (A) an election to take the standard deduction shall be con- 
sidered his election not to pay the tax imposed by Supplement T. If 
the adjusted gross income shown on the return is less than $5,000, 
but the correct adjusted gross Income is $5,000 or more, then an 
election by the taxpayer under subparagraph (B) to pay the tax imposed 
by Supplement T shall be considered as his election to take the standard 
deduction; and his failure to elect under subparagraph (B) to pay the 
tax imposed by Supplement T shall be considered bis election not to take 
the standard deduction. 

(4) Husband and wife. In the case of husband and wife, the 
standard deduction shall not be allowed to either if the net income 
of one of the spouses is determined without regard to the standard 
deduction. 

(5) Short period. In the case of a taxable year of less than twelve 
months on account of a change in the accounting period, the standard 
deduction shall not be allowed. 

(6) Determination of status. For the purposes of this subsection — 

(A) the determination of whether an individual is married shall 
be made as of the close of his taxable year, unless his spouse dies 
during the taxable year, in which case such determination shall be 
made as of the time of such death; and 

(B) an individual legally separated from his spouse under a decree 
of divorce or of separate maintenance shall not be considered as 
married. 

(7) Change of election. Under regulations prescribed by the Secretary,, 
a change of an election to take, or not to take, the standard deduction for 
any taxable year may be made after the filing of the return for such year. 
If the spouse of the taxpayer filed a separate return for any taxable year 
corresponding, for the purposes of paragraph (4), to the taxable year of 
the taxpayer, the change shall not be allowed unless, ia accordance with 
such regulations — 
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(A) the spouse makes a change of election 'With respect to the standard 
4eduction for the taxable year covered in such separate return, consistent 
with the change of election sought by the taxpayer, and 

(B) the taxpayer and his spouse consent in writing to the assessment, 
within such period as may be agreed upon with the Secretary, of any 
deficiency, to the extent attributable to such change of election, even 
though at the time of the filing of such consent the assessment of such 
4eficlency would otherwise be prevented by the operation of any law or 
rule of law. 

This paragraph shall not apply if the tax liability of the taxpayer’s spouse, 
for the taxable year corresponding (for the purposes of paragraph (4)) 
to the taxable year of the taxpayer, has been compromised under the pro- 
visions of section 3761, 

(bb) Oircnlation expenditures. Notwithstanding section 24 (a), all 
expenditures (other than expenditures for the purchase of land or de- 
preciable property or for the acauisitlon of circulation through the pur- 
chase of any part of the business of another publisher of a newspaper, 
magazine, or other periodical) to establish, maintain, or increase the cir- 
culation of a newspaper, magazine, or other periodical; except that the 
deduction shall not be allowed with respect to the portion of such ex- 
penditures as, under regulations prescribed by the Secretary, is charge- 
able to capital account if the taxpayer elects, in accordance with such 
regulations, to treat such portion as so chargeable. Such election, if made, 
must be for the total amount of such portion of the expenditures which 
Is so chargeable to capital account, and shall be binding for all subse(a.uent 
•taxable years unless, upon application by the taxpayer, the Secretary per- 
mits a revocation of such election subject to such conditions as he deems 
necessary. 

(cc) Development of mines 

(1) In general. Except as provided in paragraph (2), all expenditures 
paid or incurred during the taxable year for the development of a mine 
or other natural deposit (other than an oil or gas well) if paid or in- 
curred after December 31, 1950, and after the existence of ores or min- 
erals in commercially marketable quantities has been disclosed. This 
subsection shall not apply to expenditures for the acquisition or improve- 
ment of property of a character which is subject to the allowance for de- 
preciation provided In section 23 (Z), but allowances for depreciation shall 
be considered, for the purposes of this subsection, as expenditures. 

(2) Election of taxpayer. At the election of the taxpayer, made in ac- 
cordance with regulations prescribed by the Secretary, expenditures de- 
scribed in paragraph (1) paid or incurred during the taxable year shall 
be treated as deferred expenses and shall be deductible on a ratable basis 
as the units of produced ores or minerals benefited by such expenditures 
are sold. In the case of such expenditures paid or incurred during the 
development stage of the mine or deposit, the election shall apply only 
with respect to the excess of such expenditures during the taxable year 
over the net receipts during the taxable year from the ores or minerals 
produced from such mine or deposit. The election under this paragraph, 
if made, must be for the total amount of such expenditures, or the total 
amount of such excess, as the case may be, with respect to the mine or de- 
posit, and shall be binding for such taxable year. 

(3) Adjusted basis of mine or deposit. The amount of expenditures 
which are treated under paragraph (2) as deferred expenses shall be 
taken into account in computing the adjusted basis of the mine or de- 
posit, except that such amount, and the adjustments to basis provided in 
•section 113 (b) (1) (J), shall be disregarded in determining the adjusted 
basis of the property for the purpose of computing a deduction for deple- 
-tion under section 114. 
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(dd) Repayment by mutual savings banks, etc., of certain loans. In 
the case of a mutual savings bank not having capital stock represented by 
shares, a domestic building and loan association, or a cooperative bank 
without capital stock organized and operated for mutual purposes and 
without profit, amounts paid by the taxpayer during the taxable year in re- 
payment of loans made prior to September 1, 1951, by (1) the United 
States or any agency or instrumentality thereof which is wholly owned by 
the United States, or (2) any mutual fund established under the authori- 
ty of the laws of any State. 

(ee) Uong-term capital gains. In the case of a taxpayer other than a 
corporation, the deduction for long-term capital gains provided in section 
117(b). 

(ff) Deduction of exploration expenditures 

(1) In general. In the case of expenditures paid or incurred during 
the taxable year for the purpose of ascertaining the existence, location, 
extent, or quality of any deposit of ore or other mineral, and paid or in- 
curred prior to the beginning of the development stage of the mine or de- 
posit, so much of such expenditures as does not exceed $75,900. This 
subsection shall apply only with respect to the amount of such expendi- 
tures which, but for this subsection, would not be allowable as a deduc- 
tion for the taxable year. This subsection shall not apply to expenditures 
for the acquisition or improvement of property of a character which is 
subject to the allowance for depreciation provided in section 23 (Z), but 
allowances for depreciation shall be considered, for the purposes of this 
subsection, as expenditures paid or incurred. In no case shall this sub- 
section apply with respect to amounts paid or incurred for the purpose 
of ascertaining the existence, location, extent, or quality of any deposit of 
oil or gas- 

(2) Election of taxpayer. If the taxpayer elects, in accordance with 
regulations prescribed by the Secretary, to treat as deferred expenses any 
portion of the amount deductible for the taxable year under paragraph 
( 1 ), such portion shall not be deductible under paragraph ( 1 ) but shall 
be deductible on a ratable basis as the units of produced ores or minerals 
discovered or explored by reason of such expenditures are sold. An elec- 
tion made under this paragraph for any taxable year shall be binding for 
such year. 

(3) limitation. This subsection shall not apply to any amounts paid 
or incurred in any taxable year if in any four preceding years the tax- 
payer, or any individual or corporation who has transferred to the tax- 
payer any mineral property under circumstances which make the provi- 
sions of paragraph (7), (8), (11), (13), (16), (17), (20), or (22) of 
section 113 (a) applicable to such transfer, has either (A) been allowed a 
deduction under paragraph (1) of this subsection or (B) made the elec- 
tion provided under paragraph (2) of this subsection, 

(4) Adjusted basis of mine or deposit. The amount of expenditures 
which are treated under paragraph (2) as deferred expenses shall be 
taken into account in computing the adjusted basis of the mine or deposit, 
but such amounts, and the adjustments to basis provided in section 113 
(b) (1) (M) shall he disregarded in determining the adjusted basis of the 
property for the purpose of computing a deduction for depletion under 
section 114, 53 Stat. 12, amended June 29, 1939, 10 p. m,, E. S. T c. 
247, Title II, §§ 211(a), 224, 53 Stat. 867, 880; Oct. 8, 1940, 11 p.*m.. 
E. S. T., c. 767, Title III, § 301, Title V, § 606(b), 64 Stat. 998, 1008; 
Mar. 7, 1941, c. 10, § 10(b), 55 Stat. 27. eff. Oct. 8, 1940, 11 p. m., E. S. 
T.; Sept. 20, 1941, 12:16 p. m., E. S. T., c. 412, Title II, § 202(a), 55 
Stat. 700; Oct. 21, 1942, 4:30 p. m., E. W. T., c. 619, Title I, §§ 105(c). 
120(b), 121(a, c), 122, 123(a), 124(a), 126, 126(a), 127(a, c), 128] 
134(d), 168(b), 162(b), 66 Stat. 806, 817, 819, 820, 822, 826, 826, 830, 
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857 863; Feb. 25, 1944, 12:49 p. m., E. W. T., c. 63, Title I, §§ 111, 
112(a) (b), 113(a), 114, 115, 58 Stat. 34-36; May 29, 1944, 7 p. m., 
E W T., c. 210, Part I, §§ 8(b) (c), 9(a), 58 Stat. 236; Nov. 8, 1945, 
5-17 p. m., E. S. T., c. 453, Title I, § 102(b) (1), 69 Stat. 658; Dec. 29, 
1945, c. 652, Title 11, § 202(a), 59 Stat. 673; Feb. 26, 1947, c. 7, §§ 1, 2, 
61 Stat. 6; Aug. 8, 1947, c. 515, § 16, 61 Stat. 920; Apr. 2, 1948, 3:18 
p. m. E. S. T., c. 168, Title 11, § 202(e), Title III, §§ 302, 304, 62 Stat. 
114 116; Oct. 25, 1949, c. 720, § 3(a), 63 Stat. 892; Sept. 23, 1950, 
3-15 p. m., E. D. T., c. 994, Title II, §§ 204(a>, 216(b), Title III, § 332 
(a), (b), 64 Stat. 929, 941, 959; Jan. 3. 1961, 10:13 a. m., c. 1199, Title 
III § 303, 64 Stat. 1219; May 12, 1951, c. 56, § 1, 65 Stat. 40; Oct. 20, 

1951, 2:07 p. m., B. S. T., c. 521, Title III, §§ 307(a), 308(a, b), 309(a), 
313(e)-(g), 322(a) (1), 342(a), 65 Stat. 485, 490, 499, 616; July 8, 

1952, c. 588, §§ 2, 4(a), 66 Stat. 442; July 9, 1952, c. 598, § 101, 66 Stat. 
467; Aug. 15, 1963, c. 512, Title II, § 206(b) (1), 67 Stat. 622. 

1 So in original. 
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Beferences in Text. Chapter 2B, re- 
ferred to in suhsecs. (a) (1) (C) and (c) 

(1) (B), relating to excess prodts tax. 

was repealed as follows : sections 741 
and 752 by Act Oct. 21, 1942, 4:30 p. m., 
c. 619, Title II, §§ 224(b), 228(b) 
529(a) (1), 56 Stat. 920, 925, 931; sections 
710-736, 740, 742-744, 750, 751, 760, 761 
and 780-784 by Act Nov. 8, 1945, c. 453, 
Title I, § 122(a), 59 Stat. 568. 

Title II of the Bevenue Act of 1917, re- 
ferred to in subsec. (c) (1) (B), refers 
to Act Oct. 3, 1917, c. 63, Title II, § 200 
•«t seq., 40 Stat. 302. 

Title III of the Revenue Act of 1918, 
referred to in subsec. (c) (1) (B), refers 
to Act Feb. 24, 1919, c. 18, Title III, S 300 
■et seq,, 40 Stat. 1088. 

Title III of the Revenue Act of 1921, 
referred to in subsec. (c) (1) (B), refers 
to Act Nov. 23, 1921, c. 136, Title III, S 
^00 et seq., 42 Stat 271. 

Section 216 of the National Industrial 
Recovery Act, referred to in subsec. (c) 

(1) (B), refers to Act June 16, 1933, c. 

#0, § 216, 48 Stat. 208. 

Section 702 of the Revenue Act of 1934. 
referred to in subsec. (c) (1) (B), refers 
to Act May 10, 1934, c. 277, { 702. 48 
«tat. 770. 

1958 Amendment. Subsec. (t) amended 
by Act Aug. 15, 1953, which substituted 
the words ‘‘sections 124, 124A, and 124B” 
for “section 124 and section 124A." 

1952 Amendment. Subsec. (a) (1) (A) 
Amended by Act July 8, 1952, § 2, to al- 
low under this subparagraph the deduc- 
tion of such expenses as are described 
in section 22(b) (16) of I.R C.1939 only to 
the extent they exceed the amount ex- 
cluded from gross income. 

Subsec. (k) amended by Act July 9, 
1952, which added paragraph (6). 

Subsec. (0) amended by Act July 8, 
1952, I 4(a), by increasing the limit of 
charitable deductions from gross income 
from 15 per cent to 20 per cent. 

1951 Amendonenta. Subsec. (a) (1) (C) 
Amended by Act Jan. 3, 1951, to make it 
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conform to the addition of subchapter D 
of this chapter. 

Subsec. (c) (3) amended by Act May 
12, 1951, to allow consumers of gasoline 
or other motor vehicle fuel to deduct, for 
income-tax purposes, State taxes imposed 
on wholesalers and passed on to consum- 
ers. 

Subsec. (k) (1) amended by Act Oct. 
20, 1951, S 312(e), to add last sentence. 

Subsec. (r) amended by Act Oct. 20, 
1951, § 313(f), to insert subparagraph (3) 
and make former text of subsection sub- 
paragraph (2). 

Subsec. (x) amended by Act Oct. 20, 
1951, I 307(a), to remove the 5 per cent 
limitation for any taxpayer if either the 
taxpayer or his spouse is aged 65 or 
over. 

Subsec. (aa) (3) amended by Act Oct 
20, 1951, 5 308(a), to strike out of sub- 
paragraphs (A) and (B) the word “only” 
preceding “if the taxpayer”, and to pro- 
vide in subparagraph (C) that a tax- 
payer's failure to signify his election to 
take the standard deduction shall be con- 
sidered his election not to take the stand- 
ard deduction. 

Subsec. (aa) ( 7 ) added by Act Oct. 20, 
1951, I S08(b). 

Subsecs, (cc), (dd), (ee), (ff) added by 
Act Oct. 20, 1951, §§ 3()9(a), 313(g), 322 
(a) (1), 342(a), respectively. 

1950 Amiei).dataents. Subsec. (o) (2) 

amended by Act Sept. 23, 1950, 5 332(a), 
which substituted “legislation. For dis- 
allowance of certain charitable, etc., de- 
ductions otherwise allowable under this 
paragraph, see sections 3813 and 162(g) 
(2) in lieu of “legislation 

Subsec. (q) (2) amended by Act Sept 
23, 1050, § 332(b), which substituted “leg- 
islation. For disallowance of certain 
charitable, etc., deductions otherwise al- 
lowable under this paragraph, see sec- 
tions 3813 and 162(g) (2) ; or” In lieu 
of “legislation;'*. 

Subsec. (t) amended by Act Sept. 23, 
1950, § 216(b), which substituted “sec- 
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tion 124 and section 124A” in lieu of “sec- 
tion 124”. 

Subsec. (bb) added by Act Sept 2S, 
1950. 

1949 Amendment. Sub sec. (q.) amend- 
ed by Act Oct. 25, 1949, wbicb added last 
two sentences to liberalize the rule re- 
specting time tor payment of charitable 
contributions. 

1948 Aanendmccnt. Subsec. (x) amend- 
ed by Act Apr. 2, 1948, § 30i, which in- 
creased the deductions allowable where 
there is a joint return to $3750 if there 
are three exemptions under section 25(b) 
of I.R.C.1939, and to a maximum $5000 
if there are four or more exemptions un- 
der said section 25(b). 

Subsec. (y) repealed by Act Apr. 2, 
1948, § 302(b), related to exemptions for 
the blind, and is now covered by section 
25(b) of I.B.C.1939. 

Subsec. (aa) (1) amended by Act Apr. 
2, 1948, § 302(a), which increases the 
standard deduction from $500 to $1000 or 
an amount equal to 10 per centum of the 
adjusted gross income whichever is the 
lesser. 

Subsec. (aa) (4) amended by Act Apr. 
2, 1948, § 302(b), which split up former 
suhsec, (aa) (4) into new subpars. name- 
ly (4) and (6), and makes both husband 
and wife itemize their deductions, rather 
than take the standard deduction, if one 
of them so itemizes. 

Subsec. (aa) (6) added by Act Apr. 2, 
1948, § 302(c), and relates to the deter- 
mination of the status of individuals as 
husband and wife which formerly was 
contained in the last sentence of sub sec. 
(aa) (4). 

1947 Amendment. Subsec. (q.) (2) 

amended by Act Aug. 8, 1947, which sub- 
stituted for the war termination clause 
the specific date of Dec. 31, 1948. 

Subsec. (q) (4) added by Act Feb. 20, 
1947. 

Subsec. (o) (6) added by Act Feb. 26, 
1947. 

1945 Amendment. Subsec. (p) (2) 

amended by Act Dec. 29, 1945, which 
struck out “January 1, 1943” and “De- 
cember 31, 1942” and inserted in lieu 
thereof “January 1, 1942” and “December 
31, 1941” respectively. 

Subsec. (x) amended by Act Nov. 8, 
1945, § 102(b) (1), which struck out “sur- 
tax” wherever appearing therein. 

1944 Amendment. Subsec (c) (1) 

amended by Act Feb. 25, 1944, which 
struck out “and” at end of subpar, (D), 
struck out period at end of subpar. (F) 
and inserted in lieu thereof and”, 
added subpar. (F). 

Subsec (g) (4) (B) amended by Act 
Feb. 25, 1944, which added material with- 
in parenthesis following “rents” and “in- 
terests”, respectively. 

Subsec (k) (1) amended by Act Feb. 
25, 1944, which closed parenthesis after 
“Commissioner” instead of after “bad 


debts”, and changed “become worthless 
within” to read “charged off”. 

Subsec. (k) (5) (B) amended by Act 
Feb. 25, 1944, which added material with- 
in parenthesis following “rents” and “in- 
terests”, respectively. 

Subsec. (o) (5), amended by Act May 
29, 1944, which struck out “net income 
as computed with the benefit of this 
subsection or of subsection (x)” follow- 
ing “15 per centum of the taxpayer's” 
and inserted in lieu thereof “adjusted 
gross income.” 

Subsec (q) amended by Act Feb. 25, 
1944, which inserted “veteran rehabilita- 
tion service” following “scientific” in 
second par., added “or” at end of second 
par. and added par, (3). 

Subsec. (x) amended generally by Act 
May 29, 1944, which among other changes 
deleted subds. (1) and (2). 

Subsec. (y) added by Act Feb. 25, 1944 

Subsec. (aa) added by Act May 29, 
1944. 

1943 A!mejidmen.t, Subsecs, (a), (c) (1), 
(B, C), (g) (3), (k), (Z), (o)-(q) amended 
and subsecs, (c) (3), (g) (4), (u)-(x), (z) 
added by Act Oct. 21, 1942. 

1941 Amendment. Subsec. (a) (3) add- 
ed by Act Mar. 7, 1941. 

Subsec. (c) amended by Act Sept. 20, 
1941. 

1949 Amendment. Subsec. (c) (1) 

amended by Act Oct. 8, 1940, § 606(b). 

Subsec (t) was added by Act Oct. 8, 
1940, § 301. 

1939 Amendment. Subsecs, (o) (1) (2), 
and (q), amended, and subsec, (s) added,, 
by Act June 29, 1939. 

Effective Date of 1953 Amendment. 
Section 200(c) of Act Aug. 15, 1953 pro- 
vided in part that the amendment to 
this section should apply only with re- 
spect to taxable years ending after Aug. 
15, 1953. 

Effective Date of 1952 Amendments. 
Section 3 of Act July 8, 1952, provided 
in part that the amendment of subsec. 
(a) (1) (A) should apply only with re- 
spect to sports programs conducted after 
July 8, 1952, under agreements entered 
into after such date. 

Amendment of subsection (k) was 
made applicable with respect to taxable 
years beginning after Dec. 31, 1951, by 
section 101 of Act July 9, 1952. 

Section 4(c) of Act July 8, 1952, pro- 
vided in part that amendment of section 
should apply only with respect to tax- 
able years beginning after Dec. 31, 1951. 

Effective Date of 1951 Amendments. 
Section 2 of Act May 12, 1951, provided 
that the amendment of subsec. (c) (3) 
by section 1 of said Act May 12, 1951, 
should apply to taxable years beginning 
after Dec. 30, 1961. 

Amendments of subsecs, (k) (1), fr), 
and (dd) made applicable only with re- 
spect to taxable years beginning after 
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Dec. 31, 1951, by section 313(j) of Act 
■Oct. 20, 1951. Amendment of subsec. (x) 
was made applicable only with respect to 
taxable years beginning after Dec. 31, 

1950, by section 307(b) of Act Oct. 21, 

1951. Amendment of subsec. (aa) made 
applicable only with, respect to taxable 
years beginning after Dec. 31, 1949, by 
section 308(c) of Act Oct. 20, 1951. Addi- 
tion of subsec. (cc) made applicable only 
witb respect to taxable years ending 
after Dec. 31, 1950, by section 309(d) of 
Act Oct. 20, 1951. Addition of subsec. 
<ee) made applicable only with respect 
to taxable years beginning on or after 
Oct. 20, 1951, by section 322(d) of Act 
Oct. 20, 1951. Addition of subsec. (ff) 
made applicable in taxable years begin- 
ning after Dec. 31, 1950, by section 342(c) 
of Act Oct. 20, 1951. 

Effective Date of 1950 Amendments. 
Section 204(c) of Act Sept. 23, 1950, pro- 
vided that: “The amendments made by 
this section [amending this section and 
section 113 of I.B.C.1939] shall be appli- 
cable with respect to taxable years be- 
ginning after December 31, 1945, except 
that in the case of any taxable _year be- 
ginning prior to January 1, 1950 — 

*‘(1) the amendments shall not be ap- 
plicable with respect to expenditures for 
which a deduction was not allowed the 
taxpayer for such year, if allowance of 
credit or refund with respect to such 
year is barred on the date of the enact- 
ment of this Act [Sept. 23, 1950] by rea- 
son of any law or rule of law; and 

“(2) the election’ provided in section 23 
(bb) of the Internal Revenue Code [sub- 
sec. (bb) of this section] shall not (de- 
spite the last sentence of such section) 
be applicable with respect to any ex- 
penditure for which a deduction was 
claimed by the taxpayer under his latest 
treatment, prior to the date of the enact- 
ment of this Act [Sept. 23, 1950], of such 
expenditure in connection with his tax 
liability for such taxable year.” 

Amendment of sub sec. (t) as applicable 
with respect to taxable years ending 
after Dec. 31, 1949, see note set out under 
section 124A of I.R.C.1939. 

Effective Date of 1949 Amendment. 
Section 3(c) of Act Oct. 25, 1949, pro- 
vided that: 

“The amendments made by this section 
'[to sections 23 (q), 102(d) (1) (B), 336(a) 
(2), 605(a) (2)1 shall be applicable with 
respect to taxable years be^nning after 
December 31, 1942. If the election pro- 
vided for in such amendments is made 
for any taxable year beginning before 
January 1, 1949— 

“(1) the election for such year may be 
made (in lieu of at the time of the fil- 
ing of the return for such year) at any 
time within one year after the date of 
the enactment of this Act [Oct. 25, 1949] ; 
but 

“(2) such election shall not be allowed 
unless the taxpayer. In accordance with 
regulations prescribed by the Commis- 
sioner with the approval of the Secretary* 
eohsents in writing to the assessment 
(within such period as may be agreed 


upon) of any deficiency, to the extent 
resulting from such election, for any oth- 
er taxable year of the taxpayer, even 
though on the date of the filing of such 
consent such assessment is otherwise 
prevented by the operation of any law 
or rule of law.” 

Effective Date of 1948 Amendments. 
Section 203 of Act Apr. 2, 1948, provided 
that amendments made by sections 201 
and 202 of said Act Apr. 2, 1948, to sec- 
tions 23(y), 25(b) (1), (2). 51(a), 58(a), 
142 (a), 147(a), 163(a) (1), and lG22(b) (1) 
of I.R.C 1939 should be applicable to tax- 
able years beginning after Dec. 31, 1947, 
and that taxable years beginning in 1947, 
and ending in 1948 shall be governed by 
subsec, (d) of section 108 of I.R.C.1939. 

Section 305 of Act Apr. 2, 1948, provid- 
ed in part that the amendments to this 
section by sections 302 and 304 of said 
Act Apr. 2, 1948, should be applicable 
with respect to taxable years beginning 
after Dec. 31, 1947, and that taxable years 
beginning in 1947 and ending in 1948 
shall be governed by section 108(d) of I- 
R.C.1939. 

Effective Date of 1945 Amendments. 
Amendment of subsec. (p) (2) by Act 
Dec. 29, 1945, § 202(a), was made effective 
as if it had been made a part of section 
162(b) of Act Oct. 21, 1942, by section 
202(b) thereof. 

Amendment of subsec. (x) by Act Nov. 
8, 1945, was made applicable to taxable 
years beginning after Dec. 31, 1945, by 
section 102(c) thereof. For treatment of 
taxable years beginning in 1945 and end- 
ing in 1946, see sections 108 and 710 of 
I.R.C.1939. 

Effective Date of 1944 Amendments. 
Act May 29, 1944, §§ 8(b), (c), 9(a). made 
applicable to taxable years beginning 
after Dec. 31, 1943, by section 2 thereof. 

Act Feb. 25, 1944, § 111, made applica- 
ble to taxable years beginning after Doc. 
31, 1943, by section 101 thereof. 

Act Feb. 25, 1944, | 112 (a, b), made ap 
plicable to taxable years beginning after 
Dec. 31, 1941, by section 112(c) thereof. 

Act Feb. 25, 1944, § 113(a), made appli- 
cable to taxable years beginning after 
Dec. 31, 1938, by section 113(b) thereof. 

Act Feb. 25, 1944, S 114, made applica- 
ble to taxable years beginning after Dec. 
31, 1943, by section 101 thereof 

Act Feb. 25, 1944, § 115, made applica- 
ble to taxable years beginning after 
Dec. 81, 1943, by section 101 thereof. 

Effective Date of 1942 Amendsnent. 
Amendments to subsecs, (c) (1) (B), (2, 
3), (g) (4) ( 0 ) (q), (v) (X), (z) by Act 
Oct. 21, 1942, §§ 105 (c, C2), 122, 123(a), 
127(c), 125, 126(a), 127(a), 128, were all 
made applicable to taxable years begin- 
ning after Dec. 31, 1941, by section 101 
thereof. 

Amendments of sub sec. (a) and snbsec, 
(1), first sentence, by Act Oct. 21, 19^ 
made applicable to taxable years begin- 
ning after Dec. 31, 1938^ by section 121(d) 
thereof. 
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Amendment of sub sec. (c) (1) (C) by 
Act Oct. 21, 1942, § 158 (t>), made applica* 
ble to taxable years beginning: after Dec. 

31, 1940, by section 158 (c) thereof. 

Amendment of subsec. (k) by Act Oct. 

21, 1942, § 124(a) made effective by sec- 
tion 124(d) thereof as follows: *'(d) The 
amendments made by this section adding 
the last sentence of section 23 (k) (1) and 
adding section 23 (k) (4) shall be effective 
only with respect to taxable years begin- 
ning after December 31, 1942 ; the amend- 
ment inserting section 23 (k) (5) and 

amendments related thereto shall be ap- 
plicable only with respect to taxable 
years beginning after December 31, 1941; 
and the other amendments made by this 
section [to sections 204(c) (6) and 3771 
(d)] shall he effective with respect to 
taxable years beginning after December 
31, 1938.” 

Amendment of sub sec. (p) by Act Oct. 

21, 1942, I 162(b), made effective by sec- 
tion 162(d) thereof as amended by Acts 
Dec. 17, 1943, c. 346, $ 3, 57 Stat. 602 ; Dec. 

20, 1944, c. 616, 5 2. 58 Stat. 830, as fol- 
lows: “(d) The amendments made by 
this section [to sections 22(b) (2) (B), 
23(p), 160 of I.R.C1939 and section 80a-3 
(c) (13) of Title 10] shall be applicable 
as to both the employer and employees 
only with respect to taxable years of the 
employer beginning after December 31, 
1941, except that — 

“(1) In the case of a stock bonus, pen- 
sion, profit-sharing, or annuity plan in 
effect on or before .September 1, 1942, 

“(A) such a plan shall not become sub- 
ject to the requirements of section 165 
(a) (3), (4), (5), and (6) until the be- 
ginning of the first taxable year begin- 
ning aiter December 31, 1942. 

^‘(B) such a plan shall be considered 
as satisfying the requirements of section 
165(a) (3), (4), (5), and (6) for the pe- 
riod beginning with the beginning of 
the first taxable year following Decem- 
ber 31, 1942, and ending June 30, 1945, if 
the provisions thereof satisfy such re- 
quirements by June 30, 1945, and if by 
that time all provisions of such plan 
which are necessary to satisfy such re- 
quirements are in effect and have been 
made effective for all purposes with re- 
spect to the portion of such period after 
December 31, 1943.” 

"(C) if the contribution of an employ- 
er to such a plan in the employer’s tax- 
able year beginning in 1942 exceeds the 
maximum amount deductible for such 
year under section 23(p) (1), as amended 
by this section, the amount deductible In 
such year shall be not less than the sum 
of — 

“(1) the amount paid in such taxable 
year prior to September 1, 1942, and de- 
ductible under section 23 (a) or 23 (p) 
prior to amendment by this section, and 

"(ii) with respect to the amount paid 
in such taxable year on or after Septem- 
ber 1, 1942, that proportion of the amount 
deductible for the taxable year under 
section 23 (p) (1), as amended by this 
section, which the number of months aft- 
er August 31, 1942, in the taxable year 
bears to twelve. 
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“(2) A stock bonus, pension, profit- 
sharing, or annuity plan — 

“(A) put into effect after September 2, 
1942, and prior to January 1, 1945, shall 
be considered as satisfying the require- 
ments of section 165(a) (3), (4), (5), and 
(6) for the period beginning with the 
date on which it was put into effect and 
ending with June 30, 1945, if all provi- 
sions of the plan which are necessary to 
satisfy such requirements are in effect 
by the end of such period and have 
been made effective for all purposes with 
respect to the portion of such period aft- 
er December 31, 1943; 

"(B) put into effect after December 31, 
1944, shall be considered as satisfying 
the requirements of section X65(a) (3), 
(4), (5), and (6) for the period begin- 
ning with the date on which it was put 
into effect and ending With the 15th 
day of the third month following the 
close of the taxable year of the employer 
in which the plan was put in effect, if 
all provisions of the plan which are 
necessary to satisfy such requirements 
are in effect by the end of such period 
and have been made effective for all 
purposes with respect to the whole of 
such period.” 

Amendment adding subsec. (u) by Act 
Oct. 21, 1942, § 120(b), was made effective 
by section 120(g) thereof as follows: 
"The amendments made by this section 
[to sections 22(b) (2) (K), 23(u), 25(b) 
(2) (A), 171 and 3T97(a) (17)] shall be 
applicable only with respect to taxable 
years beginning after December 31, 1941 ; 
except that if the first taxable year 
beginning after December 31, 1941, of 
the husband does not begin on the same 
day as the first taxable year beginning 
after December 31, 1941, of the wife, 
such amendments shall first become ap- 
plicable in the case of the husband on the 
first day of the wife’s first taxable year 
beginning after December 31, 1941, re- 
gardless of the taxable year of the hus- 
band in which such day falls.” 

Amendment adding (w) by Act Oct. 21, 
1942, 5 134(d), made applicable to taxable 
years ending after Dec. 31, 1942, by 
section 134(f) thereof. 

Bffeotlve Date of 1941 Amendments. 
Section 205 of Act Sept. 20, 1941, provided 
that the amendment of this section was 
made applicable only with respect to 
taxable years beginning after Dec. 31, 
1940. 

Section 17 of Act Mar. 7, 1941, provided 
that the amendment of sub sec. (a) (3) 
should be effective as of Oct. 8, 1940, 11 
p. m. D S.T., and applicable to taxable 
years beginning after Dec. 31, 1939, 

iSffectlve Bate of 1940 Aiuiendjmieiit. 
Section 506 Cb) of Act Oct. 8, 1940 pro- 
vided that the amendment of sub sec. (c) 
<1) should be effective as of Feb. 10, 
1939. 

XSff active Date of 1939 Amcndnaents, 
Section 229 of Act June 29, 1939 provided 
that the amendments of subsecs. (o) (1), 
(2) and (q) were made applicable only 
with respect to taxable years beginning 
after Dec. 31. 1939. 
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Cessartion of Hostilities. Tlie cessation 
of hostilities of World War II, referred 
to in snbsec. (q) (2) of this section, re- 
lating to deduction of certain contribu- 
tions by corporations, was proclaimed 
at 12 o’clock noon of December 31, 1946, 
by Proc No.2714, 12 F.B. 1. 

Non-Trado, Etc., Beductioas Under 
Itri&T Roveatme Acts. Section 121(e) of 
Act Oct. 21, 1942, provided aa follows: 
“(e) For the purposes of the Revenue 
Act of 1938 or any prior revenue Act the 
amendments made to the Internal 
Revenue Code [1939] by this section 
[amending sections 23(a), (Z), and 24(a) 
<5)1 shall be effective as if they were a 
part of such revenue Act on the date of 
its enactment” 

Treaty Obligations. Section 615 of Act 
Oct. 20, 1951, provided that; “No amend- 
ment made by this Act [Act Oct. 20, 1951] 
shall apply in any case where its appli- 
cation would be contrary to any treaty 
obligation of the United States.” 

Similar provisions were contained In 
the following acts: 

1950— Sept. 23, 1950, 3 :15 p. m., H.D.T., 
c. 994, Title II, § 214, 64 Stat. 937. 


1944— Feb. 24, 1944, 12:49 p. ml, 

BW.T., c. 63, Title I, § 136. m 
Stat. 53. 

1942— Oct. 21, 1942, 4:30 p. m., E.W.T., 
e. 619, Title I, § 109, 56 Stat. 80a 

Text of Amendatory Rovenuo Acts. 
Complete original text of Revenue Act® 
amending this section, 1939 to date, 
see volumes “Title 26 — Internal Revenue 
Acts”. 

Xiegislative History and Congressional 
Comment: For legislative history and 
purpose of Act Aug. 15, 1953, see 1963 
US.Code Cong, and Adm.News, p. 2423. 
See, also, Acts Oct. 20, 1951, 1951 U.S. 
Code Cong. Service, p. 1781; May 12, 1951, 
1951 TJ S Code Cong Service, p. 1413 ; J an. 
3, 1951, 1950 U.S Code Cong. Service, p. 
4027 ; Sept. 23, 1960, 1950 U S Code Cong. 
Service, p. 30^; Apr, 2, 1948, U.S.Code 
Cong Service, p. 1163; Ang. 8, 1947, 1947 
TJSCode Cong.Service, p. 1668; Feb. 26, 
1947, 1947 U S Code Cong Service, p. 966 ; 
Dec 29, 1945, 1945 U S Code Cong Service, 
p. 946; Nov. 8, 1945, 1945 U.S.Code Cong, 
Service, p. 814; May 29, 1944. 1944 U.S. 
Code C!ong. Service, p. 1056. 


§ 24. Items not deductible 

(a) General rule. In computing net Income no deduction sball In any 
case be allowed in respect of — 

(1) Personal, living, or family expenses, except extraordinary medical 
expenses deductible under section 23 (x) ; 

(2) Any amount paid out for new buildings or for permanent improve- 
ments or betterments made to increase the value of any property or estate, 
except expenditures for the development of mines or deposits deductible 
under section 23 (cc); 

(3) Any amount expended in restoring property or In making good 
the exhaustion thereof for which an allowance is or has been made; 

(4) Premiums paid on any life insurance policy covering the life of 
any officer or employee, or of any person financially interested in any 
trade or business carried on by the taxpayer, when the taxpayer is di- 
rectly or indirectly a beneficiary under such policy; 

(5) Any amount otherwise allowable as a deduction which is allocable 
to one or more classes of income other than Interest (whether or not any 
amount of income of that class or classes is received or accrued) wholly 
exempt from the taxes imposed by this chapter, or any amount otherwise 
allowable under section 23(a) (2) which is allocable to interest (whether 
or not any amount of such interest is received or accrued) wholly exempt 
from the taxes imposed by this chapter; 

( 6 ) Any amount paid or accrued on indebtedness incurred or continued 
to purchase a single premium life insurance or endowment contract. 
For the purposes of this paragraph, if substantially all the premiums on 
a life insurance or endowment contract are paid within a period of four 
years from the date on which such contract Is purchased, such contract 
shall be considered a single premium life insurance or endowment con- 
tract; or 

(7) Amounts paid or accrued for such taxes and carrying charges as, 
under regulations prescribed by the Commissioner with the approval of 
the Secretary, are chargeable to capital account with respect to property, 
if the taxpayer elects, in accordance with such regulations, to treat such 
taxes or charges as so chargeable. 
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(b) liosses from sales or escliaiiges of property 

(1) Xiosses disallowed. In computing net income no deduction shall 
In any case be allowed in respect of losses from sales or exchanges of 
property, directly or indirectly — 

(A) Between members of a family, as defined in paragraph (2) (D) ; 

(B) Except in. the case of distributions in liquidation, between an in- 
dividual and a corporation more than 50 per centum in value of the out- 
standing stock of which is owned, directly or indirectly, by or for such 
individual; 

(C) Except in the case of distributions in liquidation, between two 
corporations more than 50 per centum in value of the outstanding stock 
of each of which is owned, directly or indirectly, by or for the same in- 
dividual, if either one of such corporations, with respect to the taxable 
year of the corporation preceding the date of the sale or exchange was, 
under the law applicable to such taxable year, a personal holding company 
or a foreign personal holding company; 

(D) Between a grantor and a fiduciary of any trust; 

(E) Between the fiduciary of a trust and the fiduciary of another trust, 
If the same person is a grantor with respect to each trust; or 

(P) Between a fiduciary of a trust and a beneficiary of such trust. 

(2) Stock ownership, family, and partnership rule. For the purposes 
of determining, in applying paragraph (1), the ownership of stock — 

(A) Stock owned, directly or indirectly, by or for a corporation, part- 
nership, estate, or trust, shall be considered as being owned proportion- 
ately by or for its shareholders, partners, or beneficiaries; 

(B) An individual shall be considered as owning the stock owned, di- 
rectly or indirectly, by or for his family; 

(C) An individual owning (otherwise than by the application of sub- 
paragraph (B)) any stock in a corporation shall be considered as owning 
the stock owned, directly or indirectly, by or for his partner; 

(D) The family of an individual shall include only his brothers and 
listers (whether by the whole or half blood), spouse, ancestors, and lineal 
•descendants; and 

(E) Constructive ownership as actual ownership. — Stock constructive- 
ly owned by a person by reason of the application of subparagraph (A) 
shall, for the purpose of applying subparagraph (A), (B), or (C), be 
treated as actually owned by such person, but stock constructively owned 
by an individual by reason of the application of subparagraph (B) or (C) 
shall not be treated as owned by him for the purpose of again applying 
•either of such subparagraphs in order to make another the constructive 
•owner of such stock. 

(c) Unpaid expenses and interest. In computing net income no deduc- 
tion shall be allowed under section 23(a), relating to expenses incurred, 
or under section 2 3(b), relating to interest accrued — 

(1) If within the period consisting of the taxable year of the taxpayer 
and two and one-half months after the close thereof (A) such expenses or 
interest are not paid, and (B) the amount thereof is not includible in the 
gross income of the person to whom the payment is to be made; and 

(2) If, by reason of the method of accounting of the person to whom 
the payment is to be made, the amount thereof is not, unless paid, in- 
cludible in the gross income of such person for the taxable year In which 
or with which the taxable year of the taxpayer ends; and 

( 3 ) If, at the close of the taxable year of the taxpayer or at any time 
within two and one half months thereafter, both the taxpayer and the 
person to whom the payment is to be made are persons between whom 
losses would be disallowed under section 24(b). 
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(d) Holders of life or terminable interest. Amounts paid under the 
laws of any State, Territory, District of Columbia, possession of the United 
States, or foreign country as income to the bolder of a life or terminable 
interest acquired by gift, bequest, or inheritance shall not be reduced or 
diminished by any deduction for shrinkage (by whatever name called) 
in the value of such interest due to the lapse of time, nor by any deduc- 
tion allowed by this chapter (except the deductions provided for in sub- 
sections (Z) and (m) of section 23) for the purpose of computing the net 
income of an estate or trust but not allowed under the laws of such State, 
Territory, District of Columbia, possession of the United States, or for- 
eign country for the purpose of computing the income to which such 
holder is entitled. 

(e) Tax withheld on tax-free covenant bonds 

For nondeduetibility of tax withheld on tax-free covenant bonds, see section 143Ca> 
(3). 

(f) Sale of land with unharvested crop. Where an unharvested crop 
sold by the taxpayer is considered under the provisions of section 117 
(j) (3) as ‘'property used in the trade or business'', in computing net in- 
come no deduction (whether or not for the taxable year of the sale and 
whether for expenses, depreciation, or otherwise) attributable to the pro- 
duction of such crop shall be allowed. 53 Stat. 16, amended Oct. 21, 1942, 
4:30 p. m., E. W. T., c. 619, Title I, §§ 121(b), 127(b), 129, 130(a), 56 
Stat. 819, 826, 827; Oct. 20, 1951, 2:07 p. m , E. S. T., c. 521, Title III, 
§§ 309(c), 323(b) (1), 65 Stat. 487, 501; Aug. 15, 1953, c. 512, Title 
II, § 202(a), 67 Stat. 617. 


Historical Note 


1953 Amendment. Sub sec. (c) (1) 
amended by Act Aug. 15, 1953 to prevent 
the disallowance of a deduction for in- 
terest or expenses if the amount thereof 
is includible in the gross income of the 
payee within the taxable year of the 
payor or within two and one-half months 
after the close of the taxable year. 

1951 Amendment. Sub see. (a) (2) 

amended by Act Oct. 20, 1951, to add 
^'‘except expenditures • • * section 23 
(cc)’* following “estate*’. 

Subsec. (£) added by Act Oct. 20, 1951, 
I 323(b) (1), 

1942 Amendment. Sub sec. (a) (1, 4, 5, 
7) amended and par. (6) thereof added 
by Act Oct. 21, 1942. 

Effective Date of 1953 Amendment. 
Section 202(b) of Act Aug. 15, 1953 pro- 
vided that: 

“(1) Except as otherwise provided In 
paragraph (2), the amendment [to sub- 
sec. (c) (1)1 made by subsection (a) shall 
apply only with respect to taxable years 
beginning after December 31, 1950. 

“(2) At the election of a taxpayer 
(hereinafter in this paragraph referred 
to as the ‘payor’) made within one year 
after the date of the enactment of this 
Act [Aug. 15, 1953], the amendment made 
by subsection (a) shall also apply with 
respect to such taxable years of the 
payor beginning after December 31, 1945, 
and before January 1, 1951, as are speci- 
fied by the payor in making such elec- 
tion. Such election for any taxable year 
shall not be valid as to any amount un- 
less, at or before the time when such 
election is filed— ^ 


“(A) the person (hereinafter in this 
paragraph referred to as the ‘payee’) to 
whom such amount was payable included 
such amount in gross income for his tax- 
able year for which such amount was 
includible in gross income, or 

“(B) the payee files a written consent 
to the assessment and collection of any 
deficiency and interest resulting from the 
payee’s failure to include such amount in 
gross income for such taxable year, or 

“(C) the payor pays an amount equal 
to the deficiency and interest which 
would be payable by the payee pursuant 
to subparagraph (B) If he filed such con- 
sent. (Any amount paid under this sub- 
paragraph shall be assessed, notwith- 
standing any law or rule of law to the 
contrary, as an addition to the tax of the 
payor for the year for which the election 
is filed.) 

“The periods of limitation provided in 
sections 275 and 276 of the Internal Beve- 
nue Code [sections 276 and 276 of I.E.C. 
1939] on the making of an assessment and 
the beginning of distraint or a proceed- 
ing in court for collection shall, with 
respect to any deficiency and interest 
thereon resulting from any consent filed 
pursuant to subparagraph (B), include 
one year immediately following the date 
such consent is filed, and such assessment 
and collection may be made notwith- 
standing any provision of law or any rule 
of law which othei^se ^ould prevent 
such assessment and collection. If an 
election by a payor should be filed for a 
taxable year of the payor for which al- 
lowance of credit or refund of an over- 
payment Is barred (at the time of sucb 
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filing) by any law or rule of law, any 
consent filed by the payee in respect of 
any amount which represents expenses 
incurred or interest accrued by the payor 
for such year shall be void. If a consent 
requires the inclusion in the gross in- 
come of the payee for any taxable year of 
an amount which was erroneously includ- 
ed in the gross income of the payee for 
another taxable year and, on the date 
the consent is filed, correction of the 
effect of the error is prevented by the 
operation of any provision of the in- 
ternal-revenue laws other than section 
S761 of the Internal Revenue Code 
[section 3761 of I.R.C1939] (relating to 
compromises), then the effect of the error 
shall be corrected in accordance with 
section 3801 of the Internal Revenue 
Code [section 3801 of I.R,C.1939] as if the 
consent were a determination under such 
section 3801 in which there is adopted a 
position maintained by the Secretary of 
the Treasury. The Secretary of the 
Treasury shall prescribe such regulations 
as may be necessary to carry out the 
provisions of this paragraph.** 

Effective Date of 1951 Amendment. 
Amendment of sub sec. (a) (2) made ap- 
plicable to taxable years ending after 
Dec. 31, 1950, by section 309(d) of Act 
Oct. 20, 1951. 

Amendment of sub sec. (f) made appli- 
cable to any taxable year for which a 
deduction is disallowed by reason of 
sales, exchanges, or conversions to which 


subsection (a) is applicable, by section 
323(c) of Act Oct. 21, 1951. 

Effective Date of 1943 AmeEndment. 
Amendments of subsec. (a) (1, 4, 6, 7) by 
Act Oct. 21, 1942, |§ 127(b), 129, 130(a), 
were made applicable to taxable years 
beginning after Dec. 31, 1941, by section 
101 thereof. 

Amendment of subsec. (a) (5), insert- 
ing reference to section 23(a) (2), made 
applicable to taxable years beginning 
after Dec. 31, 1938, by section 121(e) of 
Act Oct. 21, 1942. 

Treaty Obligations. Section 615 of Act 
Oct. 20, 1951, provided that: *‘No amend- 
ment made by this Act [Oct. 20, 1951] 
shall apply in any case where its appli- 
cation would be contrary to any treaty 
obligation of the United States.” 

^‘Similar provisions were contained in 
the following Act: 

”1942-— Oct. 21, 1942, 4:30 p. m., 

B.W.T., c. 619, Title I, S 109, 65 
Stat. 808.** 

Text of Amendatory Revenue Acts. 
Complete original text of Revenue Acts 
amending this section, 1939 to date, see 
volumes “Title 26 — ^Internal Revenue 
Acts’*. 

legislative History: For legislative 
history and purpose of Act Aug. 15, 1953, 
see 1953 U.S.Code Cong, and Adm.News, 
p. 2423. See, also, Act Oct. 20, 1951, 1951 
U.S.Code Cong.Service, p. 1781. 


§ 25. Credits of indiYidual against net income 

(a) Credits for normal tax only. There shall be allowed for the pur- 
pose of the normal tax, but not for the surtax, the following credits 
against the net Income: 

(1) Interest on United States obligations. The amount received as 
interest upon obligations of the United States, if such interest is included 
in gross income under section 22, and if, under the Act authorizing the 
issue of such obligations, as amended and supplemented, such Interest is 
exempt from normal tax. 

(2) Interest on obligations of instrumentalities of the United States. 
The amount received as interest on obligations of a corporation organized 
under Act of Congress, if (A) such corporation is an Instrumentality 
of the United States; and (B) such interest is included in gross Income 
under section 22; and (C) under the Act authorizing the issue thereof, 
as amended and supplemented, such interest is exempt from normal tax. 
(For reduction of credit under paragraph (1) or (2) on account of amor- 
tizable bond premium, see section 125,) 

(3) Repealed. Feb. 25, 1944, 12:49 p. m., E. W. T., c. 63, Title I, 
§ 107(a), 68 Stat. 31; Nov. 8, 1945, 6:17 p. m., E. S. T., c. 453, Title I, 
§ 102(b) (2), 59 Stat. 558. 

(4) Repealed. Feb. 26, 1944, 12:49 p. m., E. W. T., c. 63, Title I, 
§ 107(a), 58 Stat. 31. 

(b) Credits for both normal tax and surtax. 

(1) Credits. There shall be allowed for the purposes of both the nor- 
mal tax and the surtax, the following credits against net income: 

(A) An exemption of $600 for the taxpayer; and an additional exemp- 
tion of $600 for the spouse of the taxpayer if a separate return is made 
by the taxpayer, and if the spouse, for the calendar year in which the 
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taxable year of the taxpayer begins, has no gross income and is not the 
dependent of another taxpayer; 

(B) (i) An additional exemption of $600 for the taxpayer if he has 
attained the age of 65 before the close of his taxable year; and 

(ii) An additional exemption of $600 for the spouse of the taxpayer 
If a separate return is made by the taxpayer, and if the spouse has at- 
tained the age of 65 before the close of such taxable year, and, for the 
calendar year in which the taxable year of the taxpayer begins, has no 
gross income and is not the dependent of another taxpayer; 

(C) (i) An additional exemption of $600 for the taxpayer if he is blind 
at the close of his taxable year; and 

(ii) An additional exemption of $600 for the spouse of the taxpayer 
If a separate return is made by the taxpayer, and if the spouse is blind 
and, for the calendar year in which the taxable year of the taxpayer be- 
gins, has no gross income and is not the dependent of another taxpayer. 
For the purposes of this clause the determination of whether the spouse 
is blind shall be made as of the close of the taxable year of the taxpayer, 
unless the spouse dies during such taxable year, in which case such deter- 
mination shall be made as of the time of such death ; 

(iii) For the purposes of this subparagraph an Individual is blind only 
If either: his central visual acuity does not exceed 20/200 in the better 
eye with correcting lenses, or his visual acuity is greater than 20/200 
but is accompanied by a limitation in the fields of vision such that the 
widest diameter of the visual field subtends an angle no greater than 20 
degrees; 

(D) An exemption of $600 for each dependent whose gross income for 
the calendar year in which the taxable year of the taxpayer begins is less 
than $600, except that the exemption shall not be allowed in respect of a 
dependent who has made a joint return with his spouse under section 51 
for the taxable year beginning in such calendar year. 

(2) Determination of status. For the purposes of this subsection — 

(A) the determination of whether an individual is married shall be 
made as of the close of his taxable year, unless his spouse dies during his 
taxable year, in which case such determination shall be made as of the 
time of such death; and 

(B) an individual legally separated from his spouse under a decree 
of divorce or of separate maintenance shall not be considered as married. 

(8) Definition of dependent. As used in this chapter the term "de- 
pendent'* means any of the following persons over half of whose support, 
for the calendar year in which the taxable year of the taxpayer begins, 
was received from the taxpayer: 

(A) a son or daughter of the taxpayer, or a descendant of either, 

(B) a stepson or stepdaughter of the taxpayer, 

(C) a brother, sister, stepbrother, or stepsister of the taxpayer, 

(D) the father or mother of the taxpayer, or an ancestor of either, 

(E) a stepfather or stepmother of the taxpayer, 

(F) a son or daughter of a brother or sister of the taxpayer, 

(G) a brother or sister of the father or mother of the taxpayer, 

(H) a son-in-law, daughter-in-law, father-in-law, mother-in-law, broth- 
er-in-law, or sister-in-law of the taxpayer. 

As used in this paragraph, the terms "brother" and "sister" include a 
brother or sister by the half-blood. For the purposes of determining 
whether any of the foregoing relationships exist (1) a legally adopted 
child of a person or (2) a child for which petition for adoption was filed 
by a person in the appropriate court and denied because of mental In- 
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capacity of surviving natural parent to agree to sucli adoption, shall be 
considered a child of such person by blood. The term ‘^dependent’* does 
not include any individual who is a citizen or subject of a foreign country 
unless such individual is a resident of the United States or of a country 
contiguous to the United States. For taxable years beginning after De- 
cember 31, 1946, the preceding sentence shall not exclude from the defini- 
tion of '^dependent” any child of the taxpayer born to him, or legally 
adopted by him, in the Philippine Islands, if (i) the child is a resident 
of the Republic of the Philippines, and (ii) the taxpayer was a member 
of the Armed Forces of the United States at the time the child was born 
to him or legally adopted by him. A payment to a wife which is includi- 
ble under section 22 (k) or section 171 in the gross income of such wife 
shall not be considered a payment by her husband for the support of any 
dependent. 53 Stat. 17, amended June 25, 1940, 11:45 a. m., E. S. T , 
c. 419, Title I, § 6(a), 54 Stat. 519; Sept. 20, 1941, 12:15 p. m., E. S. T., 
c. 412. Title I, §§ 111(a), 113, 55 Stat. 696, 697; Oct. 21, 1942, 4:30 
p. m„ E. W. T., c. 619, Title I. §§ 112(b), 120(e) (1), 126(i) (1), 131 
(a) (1), (b), 56 Stat. 811, 818, 825, 827, 828; Feb. 25, 1944, 12:49 
p. m., E. W. T., c. 63, Title I, §§ 103, 107(a), 58 Stat. 31; May 29, 1944, 
7 p. m., E. W. T., c. 210, Part I, § 10 (a, b), 58 Stat. 238; Nov. 8, 1945, 
5:17 p. m., E. S. T., c. 453, Title I, § 102(a), (b) (2), 59 Stat. 558; Apr. 
2, 1948, 3:18 p. m., E. S. T., c. 168, Title II, § 201, 62 Stat. 112; Oct. 20, 
1951, 2:07 p. m., E. S. T., c. 621, Title III, § 310(a), 65 Stat. 487; Aug. 
7, 1953, c. 346, § S(a), 67 Stat. 471; Aug. 9, 1955, c. 693, § 1, 69 Stat. 
625. 

Historical Note 


1955 Amendment. Subsec (b) (3) 
amended by Act Aug. 9, 1955 to include as 
a dependent any child born to the tax- 
payer, or legally adopted by him, in the 
Philippine Islands. 

1953 Amendment. Subsec. (b) (3) 
amended by Act Aug. 7, 1953, to provide 
that a child may be treated as a de- 
pendent of the person filing the adoption 
petition if such person meets the required 
support test of subsec. (a) (3). 

1951 Amendment. Subsec (b) (1) (D) 
ahiended by Act Oct. 20, 1951, § 310(a), 
to insert *'$600’» In lieu of “^00” where 
It appears a second time. 

1948 Amendment. Subsec. (b) (1), (2), 
amended by Act Apr. 2, 194S, which in- 
creases the personal old-age, blind, de- 
pendents’ exemptions from $500 to $600, 
and provides that the determination of 
the status of a taxpayer is made at the 
end of the taxable year, unless the spouse 
dies during the year, in which case the 
determination is made at the time of such 
death. 

1945 Amendment. Subsec. (a) (3) re- 
pealed by Act Nov. 8, 1945, § 102(b). 

Subsec. (b) (1) amended generally by 
Act Nov 8, 1945, § 102(a), so as to allow 
credits fox both normal tax and surtax. 

1944 Amendment. Subsec. (a) amend- 
ed by Act May 29, 1944, which added par. 

(3), relating to normal-tax exemption. 

Subsec (a) (3, 4) repealed by Act Feb. 

25, 1944. Prior to said repeal, subsec. 
read as follows: 

"(3) Earned Income Credit. — ^10 per 
centum of the amount of the earned net 
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centum of the amount of the net income, 
income, but not in excess of 10 per 

*‘(4) Famed Income Definitions. — For 
the purposes of this section — 

“(A) ‘Earned income’ means wages, 
salaries, professional fees, and other 
amounts received as compensation for 
personal services actually rendered, but 
does not include any amount not includ- 
ed in gross income, nor that part of the 
compensation derived by the taxpayer for 
personal services rendered by him to a 
corporation which represents a distribu- 
tion of earnings or profits rather than 
a reasonable allowance as compensation 
for the personal services actually ren- 
dered. In the case of a taxpayer engaged 
in a trade or business In which both 
personal services and capital are material 
income producing factors, a reasonable 
allowance as compensation for the per- 
sonal services actually rendered by the 
taxpayer, not in excess of 20 per centum 
of his share of the net profits of such 
trade or business, shall be considered as 
earned income. 

“(B) ‘Earned income deductions’ naeans 
such deductions are are allowed by sec- 
tion 23 for the purpose of computing net 
Income, and are properly allocable to or 
chargeable against earned income. 

“(C) ‘Earned net income’ means the ex- 
cess of the amount of the earned income 
over the sum of the earned income de- 
ductions. If the taxpayer’s net income 
is not more than $3,000, his entire net 
income shall be considered to be earned 
net income, and if his net income is more? 
than $3,000, his earned net income shall' 
not be considered to be less than $3,000. 
In no case shall the earned net income 
be considered to be more than $14,000t'* 
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Subsec. (b) amended generally by Act 
May 29, 1944, to eliminate references to 
tiusband and wife, to bead of a family, 
and to provide for surtax exemption on 
a per capita system. 

Subsec. (b) (3) amended generally by 
Act Feb. 1944, to provide new basis 
for determination of status. 

1942 Amendment. Subsecs, (a) (1, 2), 
and (b) (1, 2) (A), amended by Act Oct. 
21, 1942. 

1941 Amendment. Subsec. (b) (1) 

amended by Act Sept. 20, 1941, § 111(a). 

Subsec. (b) (2) amended by Act Sept. 
20, 1941, § 113. 

1940 Amendment. Subsec. (b) (1) 
amended by Act June 25, 1940, which 
substituted “$800” for “$1,000” and “$2,- 
OOO” for “$2,500”. 

Effective Date of 1955 Amendment. Sec- 
tion 3(a) of Act Aug. 9, 1955 provided that 
the amendment of this section by section 
1 of such Act should apply with respect 
to taxable years beginning after Decem- 
ber 31, 1946, to which the Internal Rev- 
enue Code of 1939 applies. 

Effective Date of 1953 Amendment. 
Section 3(b) of Act Aug 7, 1953, provided 
that the amendment of subsec. (b) (3) 
shall be applicable to taxable years be- 
ginning after Dec, 31, 1945. 

Effective Date of 1951 Amendment. 
Amendment of subsec. (b) (1) (D) made 
applicable only with respect to taxable 
years beginning after Dec. 31, 1950, by 
section 310(b) of Act Oct. 20, 1951, 

Effective Date of 1948 Amendments. 
Section 203 of Act Apr, 2, 1948, provided 
that amendments made by sections 201 
and 202 of said Act Apr. 2, 1948, to sec- 
tions 23(y), 25(b) (1), (2). 61(a), 58(a), 
142(a), 147(a), 163(a) (1), and 1622(h) (1) 
of I.R.C.1939 should be applicable to tax- 
able years beginning after Dec. 31, 1947, 
and that taxable years beginning in 1947 
and ending in 1948 shall be governed by 
subsec. (d) of section 108 of I.R C.1939. 

Effective Date of 1945 Amendment. 
Act Nov. 8, 1945, § 102(a), (b) (2), was 
made applicable with respect to taxable 
years beginning after Dei. 31, 1945, by 
section 102(c) thereof. For treatment of 
taxable years beginning in 1945 and end- 
ing in 1946, see sections 108 and 710 of 
I.R.C.1939. 

Effective Date of 1944 Amendment. 
Act May 29, 1944, § 10(a), (b), was made 
applicable to taxable years beginning 
after Dec. 31, 1943, by section 2 thereof. 

Act Feb. 25, 1944, §§ 103, 107(a), was 
made applicable to taxable years be- 
ginning after Dec. 31, 1943, by section 
101 thereof. 

Effective Date of 1942 Amendments. 
Amendments of subsecs, (a) (2) and (b) 

(1), (2) (A), by Act Oct 21, 1942, 5§ 
12G(i), 131(a) (b), were made applicable 
to taxable years beginning after Dec. 31, 
1941, by section 101 thereof. 
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Amendment of subsec. (a) (1) by Act 
Oct. 21, 1942, § 112(b), was made effective 
as of March 1, 1941, by section 112(c) 
thereof. 

Amendment of subsec. (b) (2) (A) in- 
serting a sentence at the end thereof, by 
Act Oct 21, 1942, § 120(e), was made 
effective by section 120(g) thereof as 
follows: “(g) The amendments made 
by this section [to sections 22(b) (2), 
(k), 2S(u), 25(b) (2) (A), 171, 3797(a) 
(17)] shall be applicable only with re- 
spect to taxable years beginning after 
December 31, 1941; except that if the 
first taxable year beginning after 
December 31, 1941, of the husband does 
not begin on the same day as the first 
taxable year beginning after December 
31, 1941, of the wife, such amendments 
shall first become applicable in the case 
of the husband on the first day of the 
wife’s first taxable year beginning after 
December 31, 1941, regardless of the tax- 
able year of the husband in which such 
day falls.” 

Effective Date of 1941 Amendment. 
Act Sept. 20, 1941, was made applicable 
only with respect to taxable years be- 
ginning after Dec. 31, 1940, by section 
118 thereof. 

Effective Date of 1940 Amendment. 
Act June 25, 1940: “The amendments 
made by this title [sections 1-9 of 1940 
Act], except the amendments made by 
section 5 [sections 143, 144 of I.R.C 1939], 
shall be applicable only with respect to 
taxable years beginning after December 
31, 1939, by section 9 of said Act.” 

Treaty Obligations. Section 615 of Act 
Oct. 20, 1951, provided that: “No amend- 
ment made by this Act [Act Oct. 20, 1951] 
shall apply in any case where its appli- 
cation would be contrary to any treaty 
obligation of the TJnlted States.” 

Similar provisions were contained in 
the follo\^ing Acts: 

1944— Feb. 25, 1944, 12:49 p. m., 

E.W.T., c. 03, Title I, § 136, 58. Stat. 
53. 

1942— Oct. 21, 1942, 4:30 p. m., B.W.T., 
c. 619, Title I, § 109, 56 Stat. 808. 

1941— Sept. 20, 1941, 12:15 p. m., 

E.S.T., c. 412, Title I, § 108, 65 Stat. 
695 

1940— June 25, 1940, 11:45 a. m., 

BS.T., c. 419, Title I, § 8, 54 Stat. 
620. 

Text of Amendatory Revenue Acts. 
Complete original text of Revenue Acts 
amending this section, 1939 to date, see 
volumes “Title 26— Internal Revenue 
Acts”. 

lieglslative History and Congressional 
Comment: For legislative history and 
purpose of Act Aug, 7, 1953, see 1953 XJ.S. 
Code Cong, and Adm.News, p. 2186. See, 
also, Acts Oct, 20, 1961, 1951 tJ.S.Code 
Cong.Service, p. 1781; Apr. 2, 1948, 1948 
XJ.S Code Cong.Service, p. 1163; Nov. 8, 
1945, 1945 tJ.S.Code Cong.Service, p. 814: 
May 29. 1944, 1944 U.S.Code Cong.Service, 
p. 1056, 
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§ 26 , Credits of corporations 

In the case of a corporation the follow'ing credits shall be allowed to the 
extent provided in the various sections imposing tax — 

(a) Interest on obligations of the United States and its instrumentali- 
ties. The amount received as interest upon obligations of the United 
States or of corporations organized under Act of Congress which is al- 
lowed to an individual as a credit for purposes of normal tax by section 
25(a) (1) or (2). (For reduction of credit under this subsection on 
account of amortizable bond premium, see section 125.) 

(b) Dividends received. An amount equal to the sum of — 

(1) In general. 85 per centum of the amount received as dividends 
(other than dividends described in paragraph (2) on the preferred 
stock of a public utility) from a domestic corporation which is subject 
to taxation under this chapter, 

(2) Certain preferred stock 

(A) Calendar year 1951. In the case of a taxable year begin- 
ning on January 1, 1951, and ending on December 31, 1951, 61 
per centum of the amount received as dividends on the pre- 
ferred stock of a public utility which is subject to taxation under 
this chapter and with respect to which the credit provided in sec- 
tion 26 (h) for dividends paid is allowable. 

(B) Taxable years b^innlng after March 31, 1951, and before 
April 1, 1954. In the case of taxable years beginning after 
March 31, 1951, and before April 1, 1964, 62 per centum of the 
amount received as dividends on the preferred stock of a public 
utility which is subject to taxation under this chapter and with 
respect to which the credit provided in section 26 (h) for divi- 
dends paid is allowable. 

(0) Taxable years beginning after March 31, 1954. In the case 
of taxable years beginning after March 31, 1954, 69 per centum of 
the amount received as dividends on the preferred stock of a pub- 
lic utility which is subject to taxation under this chapter and 
with respect to which the credit provided in section 26 (h) for 
dividends paid is allowable. 

For the purpose of this subsection (hut not for the purposes of com- 
puting adjusted net income), if the whole or any part of a dividend ia 
received after August 31, 1950, in property other than money, then, 
with respect to such property, the shareholder shall not be considered 
to have received as a dividend an amount in excess of the adjusted basis 
of such property in the hands of the distributing corporation at the time 
of distribution increased in the amount of gain or decreased in the 
amount of loss recognized to the distributing cclrporation by reason of 
such distribution. The credit allowed under this subsection shall not 
be allowed in respect of dividends received from a corporation organized 
under the China Trade Act, 1922, 42 Stat. 849 (XJ.S.C., title 15, c. 4), 
or from a corporation which under section 251 is taxable only on its 
gross income from sources within the United States by reason of its re- 
ceiving a large percentage of Its gross income from sources within a 
possession of the United States. In no event shall the credit allowed by 
this subsection exceed 85 per centum of the adjusted net income com- 
puted without regard to the deduction allowed by section 23 (s). 

(3) Dividends received from certain foreign corporations. In the 
case of dividends received from a foreign corporation (other than a 
foreign personal holding company) which is subject to taxation un- 
der this chapter, if, for an uninterrupted period of not less than 36 
months ending with the close of such foreign corporation's taxable 
year in which such dividends are paid (or, if the corporation has not 
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been in existence for 36 months at the close of such taxable year, 
for the period the foreign corporation has been in existence as of 
the close of such taxable year) such foreign corporation has been 
engaged in trade or business within the United States and has de- 
rived 50 per centum or more of its gross income from sources within 
the United States — 

(A) an amount equal to 85 per centum of the dividends re- 
ceived out of its earnings or profits specified in clause (2) of the 
first sentence of section 115 (a), but such amount shall not ex- 
ceed an amount which bears the same ratio to 85 per centum of 
such dividends received out of such earnings or profits as the 
gross income of such foreign corporation for the taxable year 
from sources within the United States bears to its gross income 
from all sources for such taxable year, and 

(B) an amount equal to 85 per centum of the dividends re- 
ceived out of that part of its earnings or profits specified in 
clause (1) of the first sentence of section 115 (a) accumulated 
after the beginning of such uninterrupted period, but such 
amount shall not exceed an amount which bears the same ratio 
to 85 per centum of such dividends received out of such ac- 
cumulated earnings or profits as the gross income of such for- 
eign corporation from sources within the United States for the 
portion of such uninterrupted period ending at the beginning 
of such taxable year bears to its gross income from all sources 
for such portion of such uninterrupted period. 

For determination of earnings or profits distributed in any taxable 
year, see section 115 (b). 

(c) Net operating loss of preceding year — (1) Amount of credit. 
The amount of net operating loss (as defined In paragraph (2)) of 
the corporation for the preceding taxable year (if beginning after 
December 31, 1937) but not in excess of (A) the section 102 net income 
for the taxable year, in the case of the tax imposed by section 102; 
(B) the Supplement P net income for the taxable year, in the case of 
the computations required under Supplement P; or (C) the Subchapter 
A net income for the taxable year, in the case of the tax imposed under 
Subchapter A. 

N (2) Definition. As used in this section the term "net operating 
loss’* means the excess of the deductions allowed by this chapter over 
the gross income, with the following exceptions and limitations — 

(A) The deduction for depletion shall not exceed the amount 
which would be allowable if computed without reference to dis- 
covery value or to percentage depletion under section 114(b) 
(2), (3), or (4); 

(B) There shall be included in computing gross income the 
amount of interest received which is wholly exempt from the 
taxes imposed by this chapter, decreased by the amount of inter- 
est paid or accrued which is not allowed as a deduction by section 
23(b), relating to interest on indebtedness Incurred or continued 
to purchase or carry certain tax-exempt obligations. 

In the case of a taxable year beginning after December 31, 1937, 
and before January 1, 1939, the term "net operating loss" means 
net operating loss as defined in section 26 (c) of the Bevenue Act 
of 1938, 52 Stat. 467. 

(C) For the purposes of this paragraph, the net operating 
loss deduction provided in section 122 shall not be allowed. 

(d) Bank affiliates. In the case of a holding company affiliate (as 
defined in section 2 of the Banking Act of 1933), the amount of the 
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earnings or profits wMcli the Board of Governors of the Federal Re- 
serve System certifies to the Commissioner has been devoted by such 
affiliate during the taxable year to the acquisition of readily marketable 
assets other than bank stock in compliance with section 5144 of the 
Revised Statutes. The aggregate of the credits allowable under this 
subsection for all taxable years beginning after December 31, 1935, shall 
not exceed the amount required to be devoted under such section 5144 
to such purposes, and the amount of the credit for any taxable year shall 
not exceed the adjusted net income for such year. 

(e) Repealed. Nov. 8, 1945, 5:17 p. m., E. S. T., C. 453, Title I, § 
122(g) (1), 59 Stat. 570. 

(f) Dividends paid credit. For corporation dividends paid credit, see 
section 27. 

(g) Consent dividends credit. For corporation consent dividends cred- 
it, see section 28. 

(h) Credit for dividends paid on certain preferred stock. 

(1) Amount of credit. In the case of a public utility, (A) for a 
taxable year beginning on January 1, 1951, and ending on Decem- 
ber 31, 1951, an amount equal to 28 per centum of the lesser of (i) 
the amount of dividends paid during the taxable year on its preferred 
stock or (ii) the adjusted net income for such taxable year minus the 
credit for dividends received provided in subsection (b) for such year, 
(B) for a taxable year beginning after March 31, 1951, and before 
April 1, 1954, an amount equal to 27 per centum of the lesser of (i) 
the amount of dividends paid during the taxable year on its preferred 
stock or (ii) the adjusted net income for such taxable year minus 
the credit for dividends received provided in subsection (b) for such 
year, and (C) for a taxable year beginning after March 31, 1954, an 
amount equal to 30 per centum of the lower of (i) the amount of 
dividends paid during the taxable year on its preferred stock or (ii) 
the adjusted net income for such taxable year minus the credit for 
dividends received provided in subsection (b) for such year. For 
the purposes of the credit provided in this subsection the amount 
of dividends paid shall not include any amount distributed in the 
current taxable year with respect to dividends unpaid and accumulat- 
ed in any taxable year ending prior to October 1, 1942. Amounts 
distributed in the current taxable year with respect to dividends 
unpaid and accumulated for a prior taxable year shall for the pur- 
poses of this paragraph be deemed to be distributed with respect to 
the earliest year or years for which there are dividends unpaid and 
accumulated. The credit provided in this subsection shall be sub- 
tracted from the basic surtax credit provided in section 27. 

(2) Definitions. As used in this subsection, subsection (b), and 
sections 13 and 15 — 

(A) Public utility. The term “public utility" means a corpo- 
ration engaged in the furnishing of telephone service or in the 
sale of electric energy, gas, or water. If the rates for such furnish- 
ing or sale, as the case may be, have been established or approved 
by a State or political subdivision thereof or by an agency or 
instrumentality of the United States or by a public utility or 
public service commission or other similar body of the District 
of Columbia or of any State or political subdivision thereof. 

(B) Preferred, stock. The term “preferred stock" means 
stock issued prior to October 1, 1942, which during the whole 
of the taxable year (or the part of the taxable year after its 
issue) was stock the dividends in respect of which were cumula- 
tive, limited to the same amount, and payable in preference to 
the payment of dividends on other stock. Stock issued on or 
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after October 1, 1942, shall be deemed for the purposes of this 
paragraph to have been issued prior to October 1, 1942, if it was 
issued (including issuance either by the same or another corpo- 
ration in a transaction which is a reorganization, as defined in 
section 112(g) (1), or a transaction to which section 112(b) 
(10), or so much of section 112(d) or (e) as relates to section 
112(b) (10), is applicable, or which is a transaction subject to 
Supplement R) to refund or replace bonds or debentures issued 
prior to October 1, 1942, or to refund or replace other preferred 
stock (including stock which is preferred stock by reason of this 
sentence), but only to the extent that the par or stated value of 
the new stock does not exceed the par, stated, or face value of the 
bonds or debentures issued prior to October 1, 1942, or the other 
preferred stock, which such new stock is issued to refund or 
replace. The determination of whether stock was issued to 
refund or replace bonds or debentures Issued prior to October 
1, 1942, or to refund or replace other preferred stock, shall be 
made under regulations prescribed by the Commissioner with the 
approval of the Secretary. 

(i) Western Hemisphere trade corporations. In the case of a western 
hemisphere trade corporation (as defined in section 109) — 

(1) Calendar year 1951. In the case of a taxable year beginning 
on January 1, 1951, and ending on December 31, 1951, an amount 
equal to 28 per centum of its normal-tax net income computed with- 
out regard to the credit provided in this subsection. 

(2) Taxable years beginning after March 81, 1951, and before 
April 1, 1954. In the case of a taxable year beginning after March 
31, 1961, and before April 1, 1954, an amount equal to 27 per cen- 
tum of its normal-tax net income computed without regard to the 
credit provided in this subsection. 

(3) Taxable years beginning after March 81, 1954. In the case 
of a taxable year beginning after March 31, 1954, an amount equal to 
30 per centum of its normal-tax net income computed without regard 
to the credit provided in this subsection. 63 Stat. 18, amended June 
29, 1939, 10 p. m., B. S. T., c. 247, Title II, § 211 (j), 53 Stat. 869; 
Oct. 21, 1942, 4:30 p. m., E. W. T., c. 619, Title I, §§ 105(d), (e) 
(1), 126(i) (2), 132(a), 133, 56 Stat. 806, 807, 825, 828, 830; 
Feb. 25, 1944, 12:49 p. m., E. W. T., c. 63, Title I, § 116, Title II, 
§ 202(c), 68 Stat. 36, 63; Nov. 8, 1945, 5:17 p. m., E. S. T., c. 463, 
Title I, § 122(g) (1, 4), 69 Stat. 670; Sept. 23, 1960, 3:15 p. m., 
E. D. T., c. 994, Title I, Pt. II, §§ 121(g) (1), 122, 64 Stat. 918; 
Jan. 3, 1951, 10:13 a. m., c. 1199, Title II, § 202(a), (b), 64 Stat. 
1216; Oct. 20, 1951, 2:07 p. m., E. S. T., c. 621, Title I, § 122, Title 
III, § 311(a), 66 Stat. 469, 487. 


Historical Note 


1951 AxnendiKieiits. Subsec. (b (1), (2), 
amended by Act Oct. 20, 1951, § 122(a), 
which restated paragraph (1) and re- 
wrote paragraph (2) to reflect the in- 
crease in taxes for calendar year 1961, 
and taxable years beginning after Mar. 

31, 1951, and before Apr. 1, 1954, and tax- 
able years beginning after Mar. 31, 1954. 

Subsec. (b) (3) added by Act Oct. 20, 
1951, § 311(a). 

Subsec. (h) (1) amended by Acts Oct. 

20, 1951, § 122(b) and Jan. 3, 1961, § 
202(a). Act Oct. 20, 1961, reduced the 
credit allowable for taxable year begin- 
ning on Jan. 1, 1951, and ending on Bee. 
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31, 1951, from 30 per cent to 28 per cent, 
for taxable years beginning Mar. 31, 1951 
and ending before April 1, 1954 one more 
percentage point to 27 per cent, and to 
increase the credit allowable for taxable 
years beginning after Mar. 31, 19^ by 
three percentage points to 30 per cent. 
Act Jan. 3, 1951 reduced the credit 
allowable on taxable years beginning 
after June 30, 1950, 1 percentage point 
from 31 per centum to 30 per centum. 

Subsec. (i) amended by Acts Oct. 20, 
1951, § 122(c), and Jan. 3, 1951, § 202(b). 
Act Oct. 20, 1951, reduced the credit al- 
lowable for calendar year 1951 to 28 per 
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e^nt from 30 per eeiit to further re* 
due© it to 27 per cent for taxable years 
beginning after Mar. 31, 1951 and before 
Apr. 1, 1954, and to increase it to 30 per 
cent for taxable years beginning after 
Mar. 31, 1954. Act Jan. 3, 1951 reduced 
the credit allowable 1 per centage point 
from 31 per centum to 30 per centum. 

1950 Amendment. Subsec. (b) amended 
by Act Sept 23, 1950, § 122(a), to state 
what the sum of the dividends-received 
credit shall be and that it shall apply 
to dividends received after Aug. 31, 1950. 

Subsec. (h) (1) amended by Act Sept. 
23, 1950, § 122(b), to provide that, for the 
calendar year 1950, the credit is to be an 
amount eaual to 33% of the lesser of (1) 
the amount of dividends paid on the 
preferred stock of the public-utility com- 
pany, or (2) the excess of the adjusted 
net income of the public -utility company 
over its dividends-received credit for 
such taxable year. 

Subsec. (h) (2) amended by Act Sept. 
23, 1950, I 121(g) (1), which substituted 
“As used in this subsection, subsection 
(b), and sections 13 and 15’* in lieu of “As 
used in this subsection and section 
15(a).’* 

Subsec. (i) added by Act Sept, 23, 1950, 
S 122(c). 

1945 Amendment. Subsec. (b), amend- 
ed by Act Nov 8, 1945, § 122(g) (4), which 
struck out “reduced by the credit for in- 
come subject to the tax imposed by Sub- 
chapter B of Chapter 2 provided in sub- 
section (e)’*. 

Subsec. (e), which related to credit for 
Income subject to excess profits tax, re- 
pealed by Act Nov. 8, 1945, § 122(g) (1). 

1944 Amendment. Subsec. (e) amend- 
ed by Act Feb. 25, 1944, which struck out 
“90 per centum** and inserted “95 per 
centum”. 

Subsec. (h) (1) amended by Act Feb. 
25, 1944, which inserted second sentence. 

Subsec. (h) (2) (B) amended by Act 
Fib. 26, 1944, which inserted last sen- 
tence. 

1942 Amendment. Suhsecs. (a) (b), (c) 
(1, 2), amended and subsecs, (c) (2) (C), 
(e~h), added by Act Oct. 21, 1942. 

1939 Amendment. Subsec. (c), (2) 

amended by Act June 29, 1939. 

Effective Date of 1951 Amendments. 
Amendment of subsec. (b) (3) made ap- 
plicable only with respect to taxable 
years beginning after Dec. 31, 1950 by 
section 311(c) of Act Oct. 20, 1951 

Amendment of subsecs. (b) (1) (2), (h), 
and (i) as applicable only with respect to 
taxable years beginning after Mar, 31, 
1951, and to taxable years beginning on 
Jan. 1, 1951, and ending on Dec 31, 1951, 
see note set out under section 13 of I R C. 
1939. 

Section 2Q2(c) of Act Jan. 3, 1051, pro- 
vided that the amendments of subsecs. 
(h) (1) (B) and (i) (1) should be ap- 
plicable with respect to taxable years 
beginning on or after July 1, 1950. 


Effective Dat© of 1950 Amendment. 
Amendment of section by Act Sept- 23, 
1950, as applicable only with respect to 
taxable years ending after Dec. 31, 1950, 
see note set out under section 13 of I.B.C. 
1939. 

Effective Date of 1945 Amendbment. Act 
Nov. 8, 1945, was made applicable to 
taxable years beginning after Dee. 31, 
1945, by section 122(g) thereof. 

Effective Date of 1944 Amendment. Act 
Feb. 25, 1944, § 202(c), was made appli- 
cable to taxable years beginning after 
Dec. 31, 1943, by section 201 thereof. 

Act Feb. 25, 1944, § 116(a, b), were 
made applicable to taxable years begin- 
ning after Dec. 31, 1943, by section 101 
thereof. 

Effective Date of 1942 Amendments. 
Amendments of subsecs. (a), (b), (e) — 
(h), by Act Oct. 21, 1942, §§ 126(i) (2), 
105(e), (d), 133, were made applicable to 
taxable years beginning after Dec. 31, 
1941, by section 101 thereof. 

Amendment of subsec. (c) by Act Oct. 
21, 1942, was made effective by section 
132(e) thereof, as follows: 

“(e) The amendments made by this 
section [to sections 26(c), 27 (b, c), 504 
(a) 3 shall be applicable only with re- 
spect to taxable years beginning after 
December 31, 1939, but shall be applica- 
ble in the computations with respect to 
previous taxable years for the purpose 
of ascertaining the amount of any divi- 
dend carry-over from such previous tax- 
able years.” 

Dividends Received on Preferred Stock 
o< Public XJtmty. Act Oct. 20, 1951, 2:07 
p. m., E.S.T., c. 521, Title VI, § 612, 65 
Stat. 668, provided that: “In the case 
of taxable years beginning before April 
1, 1951, any reference in section 15(a) or 
26(b) of the Internal Revenue Code [Sec- 
tion 15(a) or 26(a) of I.R.G.1939] to divi- 
dends received on the preferred stock of 
a public utility shall be construed as re- 
ferring only to dividends received on the 
preferred stock of a public utility w-ith 
respect to which the credit provided In 
section 26(h) of such Code [1939] for divi- 
dends paid was allowable.** 

Treaty Obligations. Section 615 of Act 
Oct. 20, 1951, provided that: “No amend- 
ment made by this Act [Oct, 20, 1951] 
shall apply in any case where its appli- 
cation would be contrary to any treaty 
obligation of the United States.” 

Similar provisions were contained In 
the following Acta: 

1950— Sept 23, 1050, 3:15 p. m., E.D.T., 
c. 994. Title 11, § 214, 64 Stat. 937. 

l944_Feb 24, 1944, 12:49 p. m., E.W.T., 
c. 03, Title I, § 136, 58 Stat, 63. 

1912— Oct. 21, 1942, 4:30 p. m., E.W.T., 
c, 619, Title I, § 109, 66 Stat. 808. 

Text of Amendatory Bteveime Acts. 
Complete original text of Revenue Acts 
amending this section, 1939 to date, see 
volumes “Title 26— Internal Revenue 
Acts”, 
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I^effislative History and Congressional 
Comments For legislative history and 
purpose of Act Oct. 20, 1951, see 1951 TJ.S. 
Code Cong.Service, p. 1V81. See, also. 


Acts Jan. 3, 1951, 1930 U.S Code Con^, 
Service, p. 4027; Sept 23, 1^, 1950 U.S. 
Code Cong.Service, p. 3053; Nov, 8, 1943. 
1945 U.S.Code Cong.Service, p. 814. 


§ 27 . Corporation dividends paid credit 

(a) Pefinition in general. As used in this chapter with respect to any 
taxable year the term “dividends paid credit” means the sum of: 

(1) The basic surtax credit for such year, computed as provided in sub- 
section (b); 

( 2 ) The dividend carry-over to such year, computed as provided in sub- 
section (c) ; 

(3) The amount, if any, by which any deficit in the accumulated earn- 
ings and profits, as of the close of the preceding taxable year (whether 
beginning on, before, or after January 1, 193 9), exceeds the amount of 
the credit provided in section 26(c) (relating to net operating losses), 
for such preceding taxable year (if beginning after December 31, 1937) ; 
and 

(4) Amounts used or irrevocably set aside to pay or to retire indebted- 
ness of any kind, if such amounts are reasonable with respect to the size 
and terms of such indebtedness. As used in this paragraph the term 
“indebtedness” means only an indebtedness of the corporation existing 
at the close of business on December 31, 1937, and evidenced by a bond, 
note, debenture, certificate of indebtedness, mortgage, or deed of trust, 
issud by the corporation and in existence at the close of business on Decem- 
ber 31, 1937, or by a bill of exchange accepted by the corporation prior 
to, and in existence at, the close of business on such date. Where the 
indebtedness is for a principal sum, with interest, no credit shall be 
allowed under this paragraph for amounts used or set aside to pay such 
interest. A renewal (however evidenced) of an indebtedness shall be 
considered an indebtedness. 

(b) Basic surtax credit. As used in this chapter the term “basic sur- 
tax credit” means the sum of: 

(1) The dividends paid during the taxable year, increased by the con- 
sent dividends credit provided in section 28, and reduced by the amount 
of the credit provided in section 26(a), relating to interest on certain 
obligations of the United States and Government corporations; 

(2) The net operating loss credit provided in section 2 6(c) (1); 

(3) The bank affiliate credit provided in section 26(d). 

The aggregate of the amounts under paragraphs (2) and (3) shall not 
exceed (A) the section 102 net income for the taxable year, in the case 
of the tax imposed by section 102; (B) the Supplement P net income 

for the taxable year, in the case of the computations required under Sup- 
plement P; or (C) the Subchapter A net income for the taxable year, in 
the case of the tax imposed under Subchapter A. 

(c) Dividend carry-over. There shall be computed with respect to 
each taxable year of a corporation a dividend carry-over to such year 
from the two preceding taxable years, which shall consist of the sum of — 

(1) The amount of the basic surtax credit for the second preceding tax- 
able year, reduced by the Subchapter A net income for such year, and fur- 
ther reduced by the amount, if any, by which the Subchapter A net income 
for the first preceding taxable year exceeds the sum of — 

(A) The basic surtax credit for such year; and 

(B) The excess, if any, of the basic surtax credit for the third preced- 
ing taxable year over the Subchapter A net income for such year; and 

(2) The amount. If any, by which the basic surtax credit for the first 
preceding taxable year exceeds the Subchapter A net income for such 
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year. In tlie case of a preceding taxable year referred to in this subsec- 
tion, the Subchapter A net income shall be determined as if the corpora- 
tion was, under the law applicable to such taxable year, a personal holding 
company. 

(d) Dividends in kind. If a dividend is paid in property other than 
money (including stock of the corporation if held by the corporation as 
an investment) the amount with respect thereto which shall be used in 
computing the basic surtax credit shall be the adjusted basis of the prop- 
erty in the hands of the corporation at the time of the payment, or the 
fair market value of the property at the time of the payment, whichever 
is the lower. 

(e) Dividends in obligations of the corporation. If a dividend is paid 
in obligations of the corporation, the amount with respect thereto which 
shall be used in computing the basic surtax credit shall be the face value 
of the obligations, or their fair market value at the time of the payment, 
whichever is the lower. If the fair market value of any such dividend paid 
in any taxable year of the corporation beginning after December 31, 193 5, 
is lower than the face value, then when the obligation is redeemed by the 
corporation the excess of the amount for which redeemed over the fair 
market value at the time of the dividend payment (to the extent not 
allowable as a deduction in computing net income for any taxable year) 
shall be treated as a dividend paid in the taxable year in which the re- 
demption occurs. 

(f) Taxable stock dividends. In case of a stock dividend or stock right 
which is a taxable dividend in the hands of shareholders under section 
115(f), the amount with respect thereto which shall be used in computing 
the basic surtax credit shall be the fair market value of the stock or the 
stock right at the time of the payment. 

(g) Distributions in liquidation. In the case of amounts distributed 
in liquidation the part of such distribution which is properly chargeable 
to the earnings or profits accumulated after February 28, 1913, shall, for 
the purposes of computing the basic surtax credit under this section, be 
treated as a taxable dividend paid. 

(h) Preferential dividends. The amount of any distribution (although 
each portion thereof is received by a shareholder as a taxable dividend), 
not made in connection with a consent distribution (as defined in section 
28(a) (4)), shall not be considered as dividends paid for the purpose of 
computing the basic surtax credit, unless such distribution is pro rata, 
with no preference to any share of stock as compared with other shares of 
the same class, and with no preference to one class of stock as compared 
with another class except to the extent that the former is entitled (with- 
out reference to waivers of their rights by shareholders) to such prefer- 
ence. 

For a distribution made in connection with a consent distribution, see section 28. 

(i) Kontaxable distributions. If any part of a distribution (including 
stock dividends and stock rights) is not a taxable dividend in the hands 
of such of the shareholders as are subject to taxation under this chapter 
for the period in which the distribution is made, such part shall not be 
included in computing the basic surtax credit. 53 Stat. 19, amended June 
29, 1939, 10 p. m., E. S. T., c. 247, Title II, § 222, 63 Stat. 879; Mar. 17, 
1941, c. 21, § 1, 55 Stat. 44; Oct. 21, 1942, 4:30 p. m., B. W. T., c. 619, 
Title I, § 132 (b, c), 56 Stat. 829. 


Historical Hote 

l»4a Amendment. Subsecs, (b), last 1941 Amendment. Subsec. (c) amended 
sentence, and (c) amended by Act Oct by Act Mar, 17, 1941, 

21. 1942. 
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1939 AmencSment. Subsec. (a) (4), last 
sentence, added, by Act June 29, 1939. 

Effective Bate of 1942 Amendment. 
Amendment of subsecs. 1(b) and (c) by 
Act Oct. 21, 1942, §§ 132 (b, c), were made 
effective by section 132(e) thereof as fol- 
lows : “(e) The amendments made by this 
section [to sections 26(c), 27 (b, c), 504 
(a) 3 shall be applicable only with respect 
to taxable years beginning after Decem- 
ber 31, 1939, but shall be applicable in 
the computations with respect to previ- 
ous taxable years for the purpose of as- 
certaining the amount of any dividend 
carry-over from such previous taxable 
years.” 

Effective Bate of 1941 Amendment. 
Section 2 of Joint Res. Mar. 17, 1941 pro- 


vided that the amendment of subsec. (c) 
should be effective as of Feb. 11, 1939. 

Effective Bate of 1939 Amendment. 
Section 222(b) of Act June 29, 1939 pro- 
vided that the amendment of this section 
was made applicable to taxable years be- 
ginning after Dec, 31, 1938. 

Treaty Obligations. Section 109 of Act 
Oct. 21, 1942, provided as follows: “No 
amendment made by this title [sections 
101-172, lSl-186 of 1942 Act] shall apply 
in any case where its application would 
be contrary to any treaty obligation of 
the United States.” 

Text of Amendatory Revenue Acts. 
Complete original text of Revenue Acts 
amending this section, 1939 to date, see 
volumes “Title 26 — Internal Revenue 
Acts”. 


§ 28. Consent dividends credit 

(a) Definitions. As used in this section — 

(1) Consent stock. The term ''consent stock'* means the class or 
classes of stock entitled, after the payment of preferred dividends (as 
defined in paragraph (2)), to a share in the distribution (other than in 
complete or partial liquidation) within the taxable year of all the remain- 
ing earnings or profits, which share constitutes the same proportion of 
such distribution regardless of the amount of such distrihution. 

(2) Preferred dividends. The term "preferred dividends" means a 
distribution (other than in complete or partial liquidation), limited in 
amount, which must be made on any class of stock before a further dis- 
tribution (other than in complete or partial liquidation) of earnings or 
profits may be made within the taxable year. 

(3) Consent dividends day. The term "consent dividends day" means 
the last day of the taxable year of the corporation, unless during the last 
month of such year there have occurred one or more days on which was 
payable a partial distribution (as defined in paragraph (5)), in which 
case it means the last of such days. 

(4) Consent distribution. The term "consent distribution" means the 
distribution which would have been made if on the consent dividend^* 
day (as defined in paragraph (3)) there had actually been distributed in 
cash and received by each shareholder making a consent filed by the cor- 
poration under subsection (d), the specific amount stated in such con- 
sent. 

(5) Partial distribution. The term "partial distribution" means such 
part of an actual distribution, payable during the last month of the tax^.- 
ble year of the corporation, as constitutes a distribution on the whole or 
any part of the consent stock (as defined in paragraph (1)), which part 
of the distribution, if considered by itself and not in connection with a 
consent distrihution (as defined in paragraph (4)), would be a prefer- 
ential distribution, as defined in paragraph (6). 

(6) Preferential distribution. The term "preferential distribution" 
means a distribution which is not pro rata, or which is with preference 
to any share of stock as compared with other shares of the same class, 
or to any class of consent stock as compared with any other class of con- 
sent stock. 

(b) Corporations not entitled to credit. A corporation shall not be 
entitled to a consent dividends credit with respect to any taxable year — 

(1) Unless, at the close of such year, all preferred dividends (for the 
taxable year and^ If cumulative, for prior taxable years) have been paid,* 

or 
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(2) If, at any time during such year, the corporation has taken any 
steps in, or in pursuance of a plan of, complete or partial liguidation of 
all or any part of the consent stock. 

(c) Allowance of credit* There shall be allowed to the corporation, 
as a part of its basic surtax credit for the taxable year, a consent divi- 
dends credit equal to such portion of the total sum agreed to be included 
in the gross income of shareholders by their consents filed under subsec- 
tion (d) as it would have been entitled to include in computing its basic 
surtax credit if actual distribution of an amount equal to such total sum 
had been made in cash and each shareholder making such a consent had 
received, on the consent dividends day, the amount specified in the consent. 

(d) Shareholders’ consents. The corporation shall not be entitled to 
a consent dividends credit with respect to any taxable year — 

(1) Unless it files (in accordance with regulations prescribed by the 
Commissioner with the approval of the Secretary) with its return for 
such year, or within one year after the date of enactment of the Revenue 
Act of 1942, in the case of a corporation which is a personal holding 
company for the taxable year with respect to which it claims the benefits 
of this section, signed consents made under oath by persons who were 
shareholders, on the last day of the taxable year, of the corporation, of 
any class of consent stock; and 

(2) Unless in each such consent the shareholder agrees that he will 
include as a taxable dividend, in his return for the taxable year in which 
or with which the taxable year of the corporation ends, a specific amount; 
and 

(3) Unless the consents filed are made by such of the shareholders 
and the amount specified in each consent is such, that the consent dis- 
tribution would not have been a preferential distribution — 

(A) If there was no partial distribution during the last month of the 
taxable year of the corporation, or 

(B) If there was such a partial distribution, then when considered In 
connection with such partial distribution; 

and 

(4) Unless in each consent made by a shareholder who is taxable with 
respect to a dividend only if received from sources within the United 
States, such shareholder agrees that the specific amount stated in the 
consent shall he considered as a dividend received by him from sources 
within the United States; and 

(5) Unless each consent filed is accompanied by cash, or such other 
medium of payment as the Commissioner may by regulations authorize, 
in an amount equal to the amount that would be required by section 143 
(b) or 144 to be deducted and withheld by the corporation if the amount 
specified in the consent had been, on the last day of the taxable year of 
the corporation, paid to the shareholder in cash as a dividend. The 
amount accompanying the consent shall be credited against the tax im- 
posed by section 211(a) or 231(a) upon the shareholder. 

(e) Consent distribution as part of entire distribution. If during the 
last month of the taxable year with respect to which shareholders' con- 
sents are filed by the corporation under subsection (d) there is made a 
partial distribution, then, for the purposes of this chapter, such partial 
distribution and the consent distribution shall be considered as having 
been made in connection with each other and each shall be considered 
together with the other as one entire distribution. 

(f) Taxability of amounts specified in consents. The total amount 
specified In a consent filed under subsection (d) shall be included as a 
taxable dividend in the gross income of the shareholder making such 
consent and, if the shareholder is taxable with respect to a dividend only 
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if received from sources witliiii tlie United States, shall he Included in the 
computation of his tax as a dividend received from sources within the 
United States; regardless of — 

(1) Whether he actually so includes It in his return; and 

(2) Whether the distribution by the corporation of an amount equal 
to the total sum included in all the consents filed, had actual distribution 
been made, would have been in whole or in part a taxable dividend; and 

(3) Whether the corporation is entitled to any consent dividends credit 
by reason of the filing of such consents, or to a credit less than the total 
sum included in all the consents filed. 

(g) Corporate shareholders. If the shareholder who makes the con- 
sent is a corporation, the amount specified In the consent shall be con- 
sidered as part of its earnings or profits for the taxable year, and shall be 
included in the computation of its accumulated earnings and profits, 

<h) Basis of stock in hands of shareholders. The amount specified in 
a consent made under subsection (d) shall, for the purpose of adjusting 
the basis of the consent stock with respect to which the consent was given, 
be treated as having been reinvested by the shareholder as a contribution 
to the capital of the corporation; but only in an amount which bears the 
same ratio to the consent dividends credit of the corporation as the amount 
of such shareholder’s consent stock bears to the total amount of consent 
stock with respect to which consents are made. 

(i) Effect on capital account of corporationu The amount of the con- 
sent dividends credit allowed under subsection (c) shall be considered as 
paid in surplus or as a contribution to the capital of the corporation, and 
the accumulated earnings and profits as of the close of the taxable year 
shall be correspondingly reduced. 

(J) Amounts not included in shareholder’s return. The failure of a 
shareholder of consent stock to include in his gross income for the proper 
taxable year the amount specified in the consent made by him and filed 
by the corporation, shall have the same effect, with respect to the deficien- 
cy resulting therefrom, as is provided In section 272(f) with respect to a 
deficiency resulting from a mathematical error appearing on the face of 
the return. 63 Stat, 21, amended Oct, 21. 1942, 4:30 p. m., B. W. T., c. 
619, Title I, § 186(e) (1), 66 Stat. 897. 


Historical Note 


References In Text. Date of the en- 
actment of the Revenue Act of 1942, re- 
ferred to in siibsec. (d) (1), was Oct. 

21, 1942, 4:30 p, m., K.W.T. 

1943 Amendment. Subsec. (d) (1) 

amended by Act Oct. 21, 1942. 

Effective Date of 1942 Amendment. 
Amendment of snbsec. (d) (1) by Act 
Dct. 21, 1942, § lS6(e) (1), was made 
effective by section 186(f) and (g) there- 
of as follows: 

“(f) The amendments made by subsec- 
tions (a) to (e). Inclusive tto sections 28 
(d) (1), 115(a, b), 604(c) (1, 2) and 606 
<c) (1) ] shall be effective as of the date 
of enactment of the laws amended there- 
by. 

“(g) The amendments made by subsec- 
tions (a) to (d) Inclusive [to sections 
115(a, b), 604(c) (1, 2) and 600(c) (1) ], 
shall not apply with respect to any dis- 
tribution, which Is a dividend solely by 
reason of the last sentence of section 115 
(a) of the applicable revenue law, made 
prior to the date of enactment of this 
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Act [Oct 21, 1942, 4:30 p. m., B.W.T.] by 

a corporation which, under the law ap- 
plicable to the taxable year In which 
the distribution is made, is a personal 
holding company, or which, for the tax- 
able year In respect of which It is made 
under section 504(c) or section 600 [of 
1.R.C.1939] or a corresponding provision 
of a prior income tax law, is a personal 
holding company under the law applica- 
ble to such taxable year, unless — 

•*(1) The corporation (under regula- 
tions prescribed by the Commissioner 
with the approval of the Secretary) flies, 
within one year after the date of the 
enactment of this Act, a claim for the 
benefit of this section on account of such 
distribution ; 

“(2) Such claim Is accompanied by 
signed consents made under oath by 
each person to whom the corporation 
made such distribution agreeing to the 
inclusion of the amount of such distribu- 
tion to him in his gross income as a 
taxable dividend. If any such person is 
no longer In existence or is under dlsa- 



INCOME TAX 


§28 

Wllty then the coBsent may he mafle 
by his legal representative; and 

**(3) Each such consent filed is accom- 
panied by cash, or such other medium 
of payment as the Commissioner may by 
regulations authorize, in an amount 
eq.ual to the amount that would be re- 
quired by section 143(b) or 144 of the 
applicable revenue law to be deducted 
and withheld by the corporation if the 
amount of the distribution to the share- 
holder had been paid to the shareholder 
in cash as a dividend. The amount ac- 
companying such consent shall be credit- 
ed against the tax under the applicable 
revenue law imposed by section 211(a) or 
231 (a) [of I.R.C.1939] upon the share- 
holder.” 

Overpayments and Deficiencies. Sec- 
tion 186(h) of Act Oct 21, 1942 provided 
as follows: “(h) If the refund or credit 
of any overpayment for any taxable 
year, to the extent resulting from the 
application of subsections (e) and (g) of 
this section [amending sections 2S(d) (1), 
115(a, b), 501(c) (1, 2) and 506(c) (1) 1 is 
prevented on the date of the enactment 
of this Act [Oct. 21, 1942, 4:30 p m., E. 
W.T.l or within one year from such 
date, then, notwithstanding any other 
provision of law or rule of law (other 
than this subsection and other than 
section 3761 of the Internal Revenue 
Code [1939] or section 3229 of the Re- 
vised Statutes, or such section as amend- 
x^d by section 815 of the Revenue Act of 
1938, relating to compromises), such 
overpayment shall be refunded or cred- 
ited in the same manner as in the case 
of an income tax erroneously collected 
If claim therefor is filed within one year 
from the date of the enactment of this 
Act [Oct- 21, 1942, 4:30 p. m., E.W.T.R 
If the assessment or collection of any 


deficiency for any taxable year, to the 
extent resulting from the application of 
subsections (e) and (g) of this section 
[amending sections 2S(d) (1), 115(a, b)„ 
501(c) (1, 2) and 508(c) (1)], is prevent- 
ed on the date of the filing of the share- 
holders’ consents referred to in sub- 
section (e) [amending section 28(d) (1) ] 
or on the date of filing of the claim re- 
ferred to In subsection (g) (1) [set out 
in effective date note above] or within 
one year from the date of filing of such 
consents or claim, as the ease may be, 
then, notwithstanding any other provi- 
sion of law or rule of law, such deficien- 
cy shall be assessed and collected if as- 
sessment is made within one year from 
the date of the filing of such consents 
or claim, as the case may be- The 
failure of a shareholder to include in 
his gross income for the proper taxable 
year the amount specified in the consent 
made by him referred to in subsection 
(g) (2) [set out in effective date not?* 
above] shall have the same effect, with 
respect to the deficiency resulting there- 
from, as is provided in section 2T2(f) of 
the applicable revenue law with respect 
to a deficiency resulting from a mathe- 
matical error appearing on the face of 
the return.” 

Treaty Obligations. Section 109 of Act 
Oct. 21, 1942, provided as follows: “No* 
amendment made by this title [sections 
101-172, lSl-186 of 1942 Act] shall apply 
in any case where its application would 
be contrary to any treaty obligation of 
the United States.” 

Text of Amendatory Revenue Acts* 
Complete original text of Revenue Acta 
amending this section, 1939 to date, see 
volumes “Title 26 — Internal Revenue 
Acts”. 


PART III.— CREDITS AGAINST TAX 

§ 31 . Taxes of foreign countries and possessions of United States 
The amount of income, war-profits, and excess-profits taxes imposed by 
foreign countries or possessions of the United States shall be allowed as a 
credit against the tax (other than the tax imposed by subchapter E, relat- 
ing to tax on self-employment incomie), to the extent provided In section 
131. 63 Stat. 24, amended Aug. 28, 1960, c. 809, Title II, § 208(d) (3), 

64 Stat. 544. 

Historical Note 

amending this section, 1939 to date, see* 
volumes “Title 26 — Internal Revenue 
Acts”. 

X/egislative History: For legislative 
history and purpose of Act Aug. 28, 1950; 
see 1950 TJ.S.Code Cong.Service, p. 3287. 


The amount of tax withheld at the source under section 143 or 144 
shall be allow'ed as a credit against the tax. 6S Stat. 24. 

§ sa. Credit for overpayments 

'For credit ^gaihst the tax of overpayments of taxes imposed by this, chapter for 
c^hdt taxable y4ars, see section 322. 

E3 Stat. 24. , ’ 


I960 Amendment. Act Aug. 28, 1950, 
amended section by inserting after “the 
tax” the words “(other than ♦ • ♦ 
income) 

Text, of Amendatory Revenue Acts* 
Complete original text of Revenue Acts 

§ as. Taxes witliheld at source 
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§ Repealed. Feb. 25, 1944, 12:49 p. m., B. W. T,, c. 6S, Title 
I, § 106(c) (2), 58 Stat. SI. 


Historical Note 


Section added by Act Oct. 21, 1^2, 4:30 
p m., E.W.T., c. 019, Title 1, § 172(f) (2), 
56 Stat. 893, and amended June 9, 1943, 
7 p m., B.W.T., c. 120, § 2(b) (1), 57 Stat. 
139,* Oct. 28, 1943, c. 290, § 2(b), 57 Stat. 
584, related to cross reference regarding 
credit against victory tax. 


Effective Date. Section 101 of Act Feb. 
25, 1944, 12:49 p. m., E.W.T., c. 63, Title 
I, 58 Stat. 26, provided that the repeal 
of this section was made applicable to 
taxable years beginning after Dec. 81, 
1943. 


§ 35. Credit for tax witllheld on wages 

The amount deducted and withheld as tax under Subchapter D of Chap- 
ter 9 during any calendar year upon the wages of any individual shall be 
allowed as a credit to the recipient of the income against the tax imposed 
by this chapter for the taxable year beginning in such calendar year. If 
more than one taxable year begins in any such calendar year such amount 
shall be allowed as a credit against the tax for the last taxable year so 
beginning. Added Oct. 21, 1942, 4:30 p. m., E. W. T., c. 619, Title I, 
§ 172(f) (2), 56 Stat. 89 3, amended June 9, 1943, 7 p. m., E. W. T., c. 
120, § 3, 57 Stat. 139. 


Historical Note 


1943 Amendment. Act June 9, 1943, 
substituted above text for former cross- 
reference to section 466(e). 

Effective Date of 1942 Amendment. 
Section l'72(g) of Act Oct. 21, 1942, pro- 
vided that the amendment of this section 
should be effective Jan. 1, 1943, applica- 
ble to all wages (as defined in Part II 


of subchapter D) paid on or after such 
date. 

Text of Amendatory Revenue Acts. 
Complete original text of Revenue Acts 
amending tins section, 1939 to date, see 
volumes “Title 26 — Internal Revenue 
Acts*'. 


PART IV.— ACCOUNTING PERIODS AND METHODS OF ACCOUNTING 
§ 41. General rule 

The net income shall be computed upon the basis of the taxpayer’s 
annual accounting period (fiscal year or calender year, as the case may 
be) in accordance with the method of accounting regularly employed in 
keeping the books of such taxpayer; but if no such method of accounting 
has been so employed, or if the method employed does not clearly reflect 
the income, the computation shall be made in accordance with such meth- 
od as in the opinion of the Commissioner does clearly reflect the income. 
If the taxpayer's annual accounting period is other than a fiscal year as 
defined in section 48 or if the taxpayer has no annual accounting period or 
does not keep books, the net Income shall be computed on the basis of 
the calendar year. 

For use of inventories, see section 22(c), 

53 Stat. 24. 

§ 42. Period in which items of gross Income included 
(a) General rule. The amount of all items of gross income shall be 
included in the gross income for the taxable year in which received by 
the taxpayer, unless, under methods of accounting permitted under sec- 
tion 41, any such amounts are to be properly accounted for as of a different 
period." In the case of the death of a taxpayer whose net income is com- 
puted upon the basis of the accrual method of accounting, amounts (except 
amounts includible in computing a partner’s net income under section 
182) accrued only by reason of the death of the taxpayer shall not be 
included in computing net income for the period in which falls the date 
of the taxpayer’s) death. 
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(b) Noninterest-bearing obligations issued at discount. If, in tlie case 
of a taxpayer owning any noninterest-bearing obligation issued at a dis- 
count and redeemable for fixed amounts increasing at stated intervals 
or owning an obligation described in paragraph (2) of subsection (d), 
the increase in the redemption price of such obligation occurring in the 
taxable year does not (under the method of accounting used in com- 
puting his net income) constitute income to him in such year, such tax- 
payer may, at his election made in his return for any taxable year be- 
ginning after December 31, 1940, treat such increase as income received 
in such taxable year. If any such election is made with respect to any 
such obligation, it shall apply also to all such obligations owned by the 
taxpayer at the beginning of the first taxable year to which it applies 
and to all such obligations thereafter acquired by him and shall be bind- 
ing for all subsequent taxable years, unless upon application by the tax- 
payer the Commissioner permits him subject to such conditions as the 
Commissioner deems necessary, to change to a different method. In the 
case of any such obligations owned by the taxpayer at the beginning of 
the first taxable year to which his election applies, the increase in the 
redemption price of such obligations occurring between the date of ac- 
quisition (or, in the case of an obligation described in paragraph (2) of 
subsection (d), the date of acquisition of the series E bond involved) and 
the first day of such taxable year shall also be treated as income received 
in such taxable year. 

(c) Short-term obligations issued on discount basis. In the case of 
any obligation of the United States or any of its possessions, or of a State 
or Territory, or any political subdivision thereof, or of the District of 
Columbia, issued on or after March 1, 1941, on a discount basis and pay- 
able without interest at a fixed maturity date not exceeding one year from 
the date of issue, the amount of discount at which such obligation is 
originally sold shall not be considered to accrue until the date on which 
such obligation is paid at maturity, sold, or otherwise disposed of. 

(d) Matm-ed United States Savings Bonds. In the case of a taxpayer 
who — 

(1) holds a series E United States savings bond at the date of ma- 
turity, and 

(2) pursuant to regulations prescribed under the Second Liberty 
Bond Act retains his investment in the maturity value of such series 
E bond in an obligation, other than a current income obligation, 
which matures not more than ten years from the date of maturity of 
such series E bond, the increase in redemption value (to the extent 
not previously includible in gross income) in excess of the amount 
paid for such series E bond shall be includible in gross income in the 
taxable year in which the obligation is finally redeemed or in the 
taxable year of final maturity, whichever is earlier. The provisions 
of this subsection shall not apply to a corporation, and shall not ap- 
ply in the case of any taxable year for which the taxpayer’s net in- 
come is computed upon the basis of the accrual method of account- 
ing or for which an election made by the taxpayer under subsection 
(b) is applicable. 63 Stat. 24, amended Sept. 20, 1941, 12:15 p. m., 
B. S. T., c. 412, Title I, §§ 114, 115(a), 65 Stat, 697, 698; Oct. 21, 
1942, 4:30 p. m., B. W. T., c. 619, Title I, § 134(a), 66 Stat. 830; 
Mar. 26, 1951, c. 19, § 2, 65 Stat. 26. 


Historical Note 


Beferences in Text. The Second Liber- 
ty Bond Act, referred to in subsec. (d). 

Is classified to sections 745, 747, 752, 752a, 
753, 764, 764a, 754b. 757, 767b. 767c, 758, 
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760, 764-766, 769, 771, 773, 774, and 801 
of Title 31, Money and Finance. 

1&51 Amendment. Subsec. (b) amend- 
ed by Act Mar. 20, 1961, | 2(1), (2), which 
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inserted **or owin^ an * • * of sub- 
section (d)” after “stated intervals" and 
“(or, in the case • * * B bond in- 
volved)” after “acquisition”. 

Subsec. (d) added by Act Mar. 28, 
1951, S 2(3). 

1942 Amendment. Subsec. (a), last sen- 
tence, amended by Act Oct. 21, 1942. 

1941 Amendment. Subsec. (a), former- 
ly entire section, amended by Act Sept. 
20, 1941, S 114, which inserted “(a) Gen- 
eral rule.” before the first sentence there- 
of. 

Subsecs, (b) and (c) added by Act 
Sept. 20, 1941, §§ 114, 115(a), respectively. 

BfrectiLve Date of 1951 Amendment. 
Section 2 of Act Mar. 26, 1951, provided 
in part that the amendments of subsecs, 
(b) and (d) should take effect with re- 
spect to taxable years ending after Mar. 
26, 1961. 

Effective Date of 1942 Amendment. 
Section 134(f) of Act Oct. 21, 1942 pro- 
vided that the amendment of subsec. (a) 
was made applicable to taxable years 
beginning after Dec. 31, 1942. 

Effective Date of 1941 Amendments. 
Section 118 of Act Sept. 20, 1941 provided 
that the amendment of this section by 
said Act Sept. 20, 1941, § 114, was made 
applicable to taxable years beginning 
after Dec. 31, 1940. 

Section 115c of Act Sept. 20, 1941 pro- 
vided that the amendment of this sec- 
tion by said Act Sept. 20, 1941, § 115(a) 
was made applicable to taxable years 
ending after Feb. 28, 1941. 

Awards Under Kailway Mail Pay Act 
of 1916; Interest on Deficiencies; Period 
of Deficiency Assessments. Act Oct. 20, 
1951, 2:07 p. m., B.S.T., c. 521, Title VI, 
§ 611(a), 65 Stat. 568, provided that: 
“Notwithstanding section 42 of the In- 
ternal Revenue Code [this section], 
amounts received, pursuant to an award 
under the order Issued under the Rail- 
way Mail Pay Act of 1916 [sections 624-- 


541, 542-568 of Title 39] by the Inter- 
state Commerce Commission on Decem- 
ber 4, 1950, as compensation for the 
transportation of mail during 1950 and 
prior years shall be deemed to be income 
which accrued in the taxable years in 
which the services to which such com- 
pensation relates were rendered. Not- 
withstanding section 292 of such code 
[section 292 of I.R.C.1939], no interest 
shall be assessed or collected for any 
period prior to July 1, 1951, with re- 
spect to that part of any deficiency which 
the Secretary determines to be attributa- 
ble to the inclusion of income in a tax- 
able year by reason of the application of 
this section. Any deficiency attributable 
to the inclusion of income In any tax- 
able year by reason of the application of 
this section may he assessed at any time 
prior to the expiration of the period for 
assessment with respect to the taxable 
year of the taxpayer which includes De- 
cember 4 , 1950, notwithstanding the pro- 
visions of section 275 of the Internal Rev- 
enue Code [section 275 of I.R.C.1939], or 
any other provision of law or rule of law 
which would otherwise prevent such as- 
sessment.” 

Treaty Obligations. Section 615 of Act 
Oct. 20, 1951, provided that: “No amend- 
ment made by this Act [Act Oct. 20, 1951] 
shall apply in any case where Its ap- 
plication would be contrary to any 
treaty obligation of the United States.” 

Similar provisions were contained in 
the following Acts: 

1942--Oct. 21, 1942, 4*30 p. m., B.W.T., 
c. 619, Title I, § 109, 56 Stat. 808. 

1941— Sept. 20, 1941, 12:15 p. m., B.S.T., 
c. 412, Title I, § 108, 55 Stat. 695. 

Text of Amendatory Revenue Acts. 
Complete original text of Revenue Acts 
amending this section, 1939 to date, see 
volumes “Title 26 — Internal Revenue 
Acts”. 

Eegislative History: For legislative 
history and purpose of Act Mar. 26, 1951, 
see 1951 U.S.Code Cong.Service, p, 1372 


§ 4S. Period for which deductions and credits taken 
The deductions and credits (other than the corporation dividends paid 
credit provided in section 27) provided for in this chapter shall be taken 
for the taxable year in which “paid or accrued” or “paid or incurred”, 
dependent upon the method of accounting upon the basis of which the 
net income is computed, unless in order to clearly reflect the income the 
deductions or credits should be taken as of a different period. In the 
case of the death of a taxpayer whose net Income Is computed upon the 
basis of the accrual method of accounting, amounts (except amounts 
Includible in computing a partner's net Income under section 182) accrued 
as deductions and credits only by reason of the death of the taxpayer shall 
not be allowed In computing net Income for the period in which falls the 
date of the taxpayer’s death. 53 Stat. 24, amended Oct. 21, 1942, 4:30 
p. m., E. W. T., c, 619. Title I, 5 134(b), 66 Stat. 830. 
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Historical Note 


1043 Amendmeiit. Last sentence amend- 
ed by Act Oct. 21, 1942. 

Effective Bate ot 1043 Amendment. 
Section 134(f) of Act Oct. 21, 1942, pro- 
vided that the amendment of this section 
was made applicable to taxable years be- 
ginning after Dec. 31, 1942. 

Treaty Obligations. Section 109 of Act 
Oct. 21, 1942, provided as follows : “No 


amendment made by this title [sections 
101-172, 181-186 of 1942 Act] shall apply 
in any case where its application would 
be contrary to any treaty obligation of 
the United States.” 

Text of Amendatory Kevenue Acts. 
Complete original text of Revenue Acts 
amending this section, 1939 to date, see 
volumes “Title 26— Internal Revenue 
Acts”. 


§ 44. Installment basis 

(a) Dealers in personal property. Under regulations prescribed by the 
Commissioner with the approval of the Secretary, a person who regularly 
sells or otherwise disposes of personal property on the installment plan 
may return as income therefrom in any taxable year that proportion of 
the installment payments actually received in that year which the gross 
profit realized or to be realized when payment is completed, bears to the 
total contract price. 

(b) Sales of realty and casual sales of personality.! In the case (1) 
of a casual sale or other casual disposition of personal property (other 
than property of a kind which would properly be included in the inventory 
of the taxpayer if on hand at the close of the taxable year), for a price 
exceeding $1,000, or (2) of a sale or other disposition of real property, 
if in either case the initial payments do not exceed 30 per centum of the 
selling price (or, in case the sale or other disposition was in a taxable 
year beginning prior to January 1, 1934, the percentage of the selling 
price prescribed in the law applicable to such year), the income may, 
under regulations prescribed by the Commissioner with the approval of 
the Secretary, be returned on the basis and in the manner above prescribed 
in this section. As used in this section the term 'Initial payments'' means 
the payments received in cash or property other than evidences of indebt- 
edness of the purchaser during the taxable period in which the sale or 
other disposition is made. 

(c) Change from accrual to installment basis. If a taxpayer entitled 
to the benefits of subsection (a) elects for any taxable year to report his 
net income on the installment basis, then in computing his income for the 
year of change or any subsequent year, amounts actually received during 
any such year on account of sales or other dispositions of property made 
in any prior year shall not he excluded. 

(d) Gain or loss upon disposition of installment obligations. If an 
Installment obligation is satisfied at other than its face value or dis- 
tributed, transmitted, sold, or otherwise disposed of, gain or loss shall 
result to the extent of the difference between the basis of the obligation 
and (1) in the case of satisfaction at other than face value or a sale or 
exchange — ^the amount realized, or (2) in case of a distribution, transmis- 
sion, or disposition otherwise than by sale or exchange — ^the fair market 
value of the obligation at the time of such distribution, transmission, or 
disposition. Any gain or loss so resulting shall be considered as resulting 
from the sale or exchange of the property in respect of which the install- 
ment; obligation was received. The basis of the obligation shall be the 
excess of the face value of the obligation over an amount equal to the 
income which would be returnable were the obligation satisfied in full. 
This subsection shall not apply to the transmission at death of installment 
-obligations if there is filed with the Commissioner, at such time as he 
may by regulation prescribe, a bond in such amount and with such 
sureties as he may deem necessary, conditioned upon the return as income, 
by the person receiving any payment on such obligations, of the same 
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proportion of such payment as would he returnable as income by the 
decedent if he had lived and had received such payment. If an install- 
ment obligation is distributed by one corporation to another corporation 
in the course of a liquidation, and under section 112(b) (6) no gain or 
loss with respect to the receipt of such obligation is recognized in the 
case of the recipient corporation, then no gain or loss with respect to the 
distribution of such obligation shall be recognized in the case of the 
distributing corporation. 53 Stat. 24. 

1 So in original. Probably should read “personalty.” 

§ 45. AUocatlon of income and deductions 

In any case of two or more organizations, trades, or businesses (whether 
or not incorporated, whether or not organized in the United States, and 
whether or not affiliated) owned or controlled directly or indirectly by 
the same interests, the Commissioner is authorized to distribute, appor- 
tion, or allocate gross income, deductions, credits, or allowances between 
or among such organizations, trades, or businesses, if he determines that 
such distribution, apportionment, or allocation is necessary in order to 
prevent evasion of taxes or clearly to reflect the income of any of such 
organizations, trades, or businesses. 53 Stat. 25, amended Feb. 25, 1944, 
12:49 p. m., E. W. T., c. 63, Title I, I 128(b), 58 Stat. 48, 


Historical Note 


1944 Amendment. Act Feb. 25, 1944, 
amended section by striking out “gross 
income or deductions” and inserting in 
lieu thereof “gross Income, deductions, 
credits, or allowances”. 

Effective Date of 1944 Amendment. 
Section 128(c) of Act Feb. 25, 1944, pro- 
vides as follows : “The amendments 
made by this section [to section 45, and 
adding section 129] shall be effective with 
respect to taxable years beginning after 
December 81, 1943. The determination 
of the law applicable to prior taxable 
years shall be made as if this section 
had enacted and without in- 

ferences drawn from the fact that the 


amendment made by this section Is not 
expressly made applicable to prior taxa- 
ble years.” 

Treaty Obligations. Section 136 of Act 
Feb. 25, 1944, provided as follows: “No 
amendment made by this title [sections 
101-137 of 1944 Act] shall apply in any 
case where its application would be con^ 
trary to any treaty obligation of the 
United States.” 

Text of Amendatory Devenne Acts. 
Complete original text of Revenue Acts 
amending this section, 1939 to date, see 
volumes “Title 26 — Internal Revenue 
Acts”. 


§ 46. Clxange of accoimting period 

If a taxpayer changes his accounting period from fiscal year to calendar 
year, from calendar year to fiscal year, or from one fiscal year to another, 
the net income shall, with the approval of the Commissioner, be computed 
on the basis of such new accounting period, subject to the provisions of 
section 47. 63 Stat. 26. 


§ 47. Betums for a period of less thfm twelve months 
(a) Betums for short period resulting from change of accounting 
period. If a taxpayer, with the approval of the Commissioner, changes 
the basis of computing net income from fiscal year to calendar year a 
separate return shall be made for the period between the close of the 
last fiscal year for which return was made and the following December 
31. If the change is from calendar year to fiscal year, a separate return 
shall be made for the period between the close of the last calendar year 
for which return was made and the date designated as the close of tlie 
fiscal year. If the change is from one fiscal year to another fiscal year a 
separate return shall be made for the period between the close of the 
former fascal year and the date designated as the close of the new fiscal 
year. 

(h) Ihcomie computed on basis of short petiod. Where a separate re- 
turn is made under Biibsection (a) on account of a change in the account- 
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ing period, and in all other cases where a separate return Is required or 
permitted, by regulations prescribed by the Commissioner with the approv- 
al of the Secretary, to be made for a fractional part of a year, then the 
income shall be computed on the basis of the period for which separate 
return is made. 

(c) Income placed on annaal basis 

(1) General rule. If a separate return is made under subsection (a) 
on account of a change in the accounting period, the net income, com- 
puted on the basis of the period for which separate return is made (re- 
ferred to in this subsection as ‘'the short period'*), shall be placed on 
an annual basis by multiplying the amount thereof by twelve, and divid- 
ing by the number of months in the short period. The tax shall be such 
part of the tax computed on such annual basis as the number of months 
in the short period is of twelve months. 

(2) Exception. If the taxpayer establishes the amount of his net 
income for the period of twelve months beginning with the first day of 
the short period, computed as if such twelve-month period were a taxable 
year, under the law applicable to such year, then the tax for the short 
period shall be reduced to an amount which is such part of the tax com- 
puted on the net income for such twelve-month period as the net income 
computed on the basis of the short period is of the net Income for the 
twelve-month period. The taxpayer (other than a taxpayer to which 
the next sentence applies) shall compute the tax and file his return with- 
out the application of this paragraph. If the taxpayer (other than a 
corporation) was not in existence at the end of the twelve-month period, 
or if the taxpayer is a corporation and has disposed of substantially all 
its assets prior to the end of such twelve-month period, then in lieu of 
the net Income for such twelve-month period there shall be used for the 
purposes of this paragraph the net Income for the twelve-month period 
ending with the last day of the short period. The tax computed under 
this paragraph shall in no case be less than the tax computed on the net 
income for the short period without placing such net income on an annual 
basis. The benefits of this paragraph shall not be allowed unless the 
taxpayer, at such time as regulations prescribed hereunder require (but 
not after the time prescribed for the filing of the return for the first taxable 
year which ends on or after twelve months after the beginning of the 
short period), makes application therefor in accordance with such regu- 
lations. Such application, in case the return was filed without regard to 
this paragraph, shall be considered a claim for credit or refund with 
respect to the amount by which the tax is reduced under this paragraph. 
The Commissioner, with the approval of the Secretary, shall prescribe 
such regulations as he may deem necessary for the application of this 
paragraph, 

(d) Repealed. Feb. 25, 1944, 12:49 p. m., E, W. T., c. 68, Title I, 
§ 107(a), 68 Stat. 31. 

(e) Reduction of credits against net income. In the case of a return 
made for a fractional part of a year under section 146(a) (1), the exemp- 
tions provided in section 25(b) shall be reduced to amounts which bear 
the same ratio to the full exemptions so provided as the number of months 
in the period for which return is made bears to twelve months. 

(f ) Closing of taxable year in case of Jeopardy 

For closing of taxable year in case of jeopardy, see section 146. 

(g) Returns where taxpayer not In existence for twelve months. In 
the case of a taxpayer not in existence during the whole of an annual 
accounting period ending on the last day of a month, or, if the taxpayer 
has no such annual accounting period or does not keep books, during the 
whole of a calendar year, the return shall be made for the fractional part 
of the year during which the taxpayer was in existence. 53 Stat. 26, 
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amended Oct. 21, 1942, 4:30 p. m., E. W. T., c. 619, Title 1, § 135(a, c), 56 
Stat. 834, 835; Feb. 25, 1944, 12:49 p. m., E. W. T., c. 63, Title I, §§ 104, 
107(a), 58 Stat. 31; May 29, 1944, 7 p. m., E. W. T., c. 210, Part I, § 10 
(c), 58 Stat. 239; Nov. 8, 1945, 5:17 p. m., E. S. T., c. 453, Title I, § 102 
(b) (3), 59 Stat. 559, 


Historical Note 


1945 ABaendjaecnt. Snbsec. (e) amend- 
ed generally by Act Nov. 8, 1945, § 102 
(b) (3). 

1944 Amendment. Subsec. (d) repeal- 
ed by Act Feb. 25, 1944. Prior to its 
repeal, said subsec. read as follows: 
*^(d) Earned Income. — The Commission- 
er with the approval of the Secretary 
shall by regulations prescribe the method 
of applying the provisions of subsec- 
tions (b) and (c) (relating to computing 
income on the basis of a short period, 
and placing such income on an annual 
basis) to cases where the taxpayer makes 
a separate return under subsection (a) on 
account of a change in the accounting 
period, and it appears that for the period 
for which the return is so made he has 
received earned income,” 

Subsec, (e) amended by Acts May 29, 
1944, and Feb. 25, 1944. Act May 29, 1944 
struck out "‘personal exemption and credit 
for dependents” and “credits provided 
for in section 25(b)”, and inserted in lieu 
thereof “normal tax exemption and sur- 
tax exemption” and “the full normal 
tax exemption (In the case of the normal 
tax) and the full surtax exemptions (in 
the case of the surtax)”, respectively. 
Act Feb- 25, 1944, struck out “except a 
return made under subsection (a), on 
account of a change in the accounting 
period” following “fractional part of a 
year,” and inserted in lieu thereof “un- 
der section 146(a) (1)”. 

1942 Amendment. Subsec. (e) amended 
and subsec. (g) added by Act Oct. 21, 
1942. 

EffectiTe Date of 1945 Amendment. Sec- 
tion 102(c) of Act Nov. 8, 1945, provided 
that the amendment of this section was 
made applicable to taxable years begin- 


ning after Dec. 31, 1945. For treatment 
of taxable years beginning in 1945 and 
ending in 1946, see sections 108 and 710 of 
I.Il.C.1939. 

Effective Date of 1944 Amendments. 
Section 2 of Act May 29, 1944, provided 
that the amendment of this section was 
made applicable to taxable years begin- 
ning after Dec. 31, 1943. 

Section 101 of Act Feb. 25, 1944, pro- 
vided that the amendment of this section 
was made applicable to taxable years 
beginning after Dec. 31, 1943. 

Effective Date of 1943 Amendment. Sec- 
tion 101 of Act Oct. 21, 1942, provided 
that the amendment of this section was 
made applicable to taxable years begin- 
ning after Dec. 31, 1941. 

Treaty Obligations. Section 136 of Act 
Feb. 25, 1944 provided that “No amend- 
ment made by this title [sections 101-137 
of 1944 Act] shall apply in any case where 
its application would be contrary to any 
treaty obligation of the United States.” 

Similar provisions were contained in the 
following Act: 

1942— -Oct. 21, 1942, 4:30 p. m., B. W, 
T., c. 619, Title I, $ 109, 56 Stat. 
808. 

Text at Amendatory Bevenne Acts- 
Complete original text of Revenue Acts 
amending this section, 1939 to date, 
see volumes “Title 26 — Internal Revenue 
Acts”. 

Eeglslatlve History and. Congressloiml 
Comment: For legislative history and 
purpose of Act Oct. 20, 1951, see 1951 TJ.S. 
Code Cong.Service, p. 1781. See, also. 
Acts Nov. 8, 1945, 1945 U.S.Code Cong. 
Service, p. 814; May 29, 1944, 1944 U.S. 
Code Cong.Service. p. 1066. 


§ 48. Deftnitioxis 

When used in this chapter — 

(a) Taxable year, ‘^Taxable year" means the calendar year, or the 
fiscal year ending during such calendar year, upon the basis of which the 
net income is computed under this Part. "Taxable year” means, in the 
case of a return made for a fractional part of a year under the provisions 
of this chapter or under regulations prescribed by the Commissioner with 
the approval of the Secretary, the period for which such return is made. 

(b) Fiscal year. "Fiscal year” means an accounting period of twelve 
months ending on the last day of any month other than December. 

(c) "Paid or incurred”, "paid or accrued”. The terms "paid or in^ 
curred” and "paid or accrued” shall be construed according to the method 
of accounting upon the basis of which the net income is computed under 
this Part. 


85 



INCOME TAX 


§48 


(d) Trade or bnstness. The term "trade or business Includes the 
performance of the functions of a public office. 53 Stat. 26, amended Oct. 
21, 1942, 4:30 p. m., B. W. T., c. 619, Title I, § 135(d), 56 Stat. 835. 


1943 Amendment. Subsec (a), second 
sentence, amended by Act Oct. 21, 1942. 

EjBfective Date of 1943 Amendment. Sec- 
tion 101 of Act Oct. 21, 1942, provided 
that the amendment of this section was 
made applicable to taxable years begin- 
ning after Dec. 31, 1941, 

Treaty Obliga-tiona. Section 109 of 
Act Oct. 21. 1042 provided as follows: 
^‘No amendment made by this title [sec- 


kl Note 

tions 101-172, 181-186 of 1942 Act] shall 
apply in any case where its application 
would be contrary to any treaty obliga- 
tion of the United States.” 

Text of Amendatory Bevenue Acts. 
Complete original text of Revenue Acts 
amending this section, 1939 to date, 
see volumes “Title 26 — Internal Revenue- 
Acts’*. 


PART V.— RETURNS AND PAYMENT OF TAX 

§ 51. Individual returns 

(a) Bcquirement. Every individual having for the taxable year a 
gross income of $600 or more shall make a return, which shall contain 
or be verified by a written declaration that it is made under the penalties, 
of perjury. Such return shall set forth in such cases, and to such extent, 
and in such detail, as the Commissioner with the approval of the Secretary 
may by regulations prescribe, the items of gross income and the deductions 
and credits allowed under this chapter and such other information for the 
purpose of carrying out the provisions of this chapter as may be prescribed 
by such regulations. 

(b) Husband and wife. 

(1) In general. A husband and wife may make a single return jointly. 
Such a return may be made even though one of the spouses has neither 
gross income nor deductions. If a joint return is made the tax shall be 
computed on the aggregate income and the liability with respect to the tax 
shall be joint and several. 

(2) Nonresident alien. No joint return may be made if either the hus- 
band or wife at any time during the taxable year is a nonresident alien. 

(S) PifiPerent taxable years. No joint return shall be made if the hus- 
band and wife have different taxable years; except that if such taxable 
years begin on the same day and end on different days because of the 
death of either or of both, then the joint return may he made with respect 
to the taxable year of each. The above exception shall not apply if the 
surviving spouse remarries before the close of his taxable year, nor if the 
taxable year of either spouse is a fractional part of a year under section 
47(a). 

(4) Joint return after death. In the case of the death of one spouse or 
both spouses the joint return with respect to the decedent may be made 
only by his executor or administrator; except that in the case of the death 
of one spouse the joint return may be made by the surviving spouse with 
respect to both himself and the decedent if (A) no return for the taxable 
year has been made by the decedent, (B) no executor or administrator 
has been appointed, and (C) no executor or administrator is appointed 
before the last day prescribed by law for filing the return of the surviving 
spouse. If an executor or administrator of the decedent is appointed after 
the making of the joint return by the surviving spouse, the executor or 
administrator may disaffirm such joint return by making, within one yeai 
after the last day prescribed by law for filing the return of the surviving 
spouse, a separate return for the taxable year of the decedent with respect 
to which the joint return was made. In which case the return made by the 
survivor shall constitute his separate return. 
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<5) DetermiBatloii of status. For tlie purposes of tMs section — 

(A) the status as husband and wife of two individuals haring taxable 
years beginning on the same day shall be determined — 

(i) if both have the same taxable year — as of the close of such year; 
and 

(ii) if one dies before the close of the taxable year of the other — ^as of 
the time of such death; and 

(B) an individual who is legally separated from his spouse under a de- 
cree of divorce or of separate maintenance shall not be considered as mar- 
ried. 

(6) Tax in case of joint return. For determination of combined nor- 
mal tax and surtax under section 11 and section 12(b) in case of joint re- 
turn under this subsection, see section 12(d). For tax in case of joint 
return of husband and vrite electing to pay the tax under Supplement T, 
see section 400. 

(c) Persons tinder disability. If the taxpayer is unable to make his 
own return, the return shall be made by a duly authorized agent or by the 
guardian or other person charged with the care of the person or property 
of such taxpayer. 

(d) Kepealed. Aug. 27, 1949, c. 517, § 4(b), 63 Stat. 668. 

( e ) Fiduciaries 

For returns to be made by fiduciaries, see section 142 

(f) Tax computed by collector in case of wage earners 

(1) lletuLTDi requirements. Ah individual entitled to elect to pay the 
tax imposed by Supplement T whose gross income is less than $5,000 and 
is entirely from one or more of the following sources: Remuneration for 
services performed by him as an employee, dividends, or interest; and 
whose gross income from sources other than wages, as defined in section 
1621(a), does not exceed $100, shall at his election be relieved, by using 
the form prescribed as the form for the return for the purposes of this 
subsection, from showing on the return the tax imposed by this chapter. 
In such case the tax shall be computed by the collector. In the case of a 
head of a household electing the benefits of this subsection, the tax shall 
be computed by the collector under Supplement T without regard to the 
taxpayer's status as head of a household. 

(2) Kesult of computation. After the collector has computed the tax, 
he shall mail to the taxpayer a notice stating the amount determined by 
the collector as payable and making demand therefor. 

(S) Kegulations. The Commissioner with the approval of the Secre- 
tary shall prescribe regulations for carrying out this subsection, and such 
regulations may provide for the application of the rules of this subsection 
to cases where the gross income Includes items other than those enumerat- 
ed in paragraph (1), to cases where the gross income from sources other 
than wages on which the tax has been withheld at the source is more than 
$100 but not more than $200, and to cases where the gross income is $5,- 
000 or more but not more than $5,200. Such regulations shall provide 
(A) for the application of this subsection In the case of husband and wife, 
including provisions determining when a joint return under this subsec- 
tion may be permitted or required and what constitutes a joint return. 
Whether the liability shall be joint and several, and whether one spouse 
may make return under this subsection and the other without regard to 
“this subsection, and (B) whether and th.e extent to which the benefits 
-of this subsection may be availed of, in the case of taxable years begin- 
ning in the calendar year 1944, by persons required to make or making 
.payments of estimated tax with respect to any such taxable year. 

(4) Method of election. The election to have the benefits of this sub- 
-section shall be made by making return on the form prescribed as the form 
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for the return for the purposes of this subsection. An election so made 
shall constitute an election to pay the tax imposed by Supplement T. 

(g) Joint return after filing separate return 

(1) In general. If an individual has filed a separate return for a 
taxable year for which a joint return could have been made by him 
and his spouse under subsection (b) of this section, and the time pre- 
scribed by law for filing the return for such taxable year has expired, 
such individual and his spouse may nevertheless make a joint return 
for such taxable year. A joint return filed by the husband and wife 
in such a case shall constitute the return of the husband and wife for 
such taxable year, and all payments, credits, refunds, or other repay- 
ments made or allowed with respect to the separate return of either 
spouse for such taxable year shall be taken into account in determin- 
ing the extent to which the tax based upon the joint return has been 
paid. 

(2) Payments required before joint return can be made. A joint 
return can be made under paragraph (1) only if there is paid in full 
at or before the time of the filing of the joint return — 

(A) all amounts previously assessed with respect to either 
spouse for such taxable year; 

(B) all amounts shown as the tax by either spouse upon his 
separate return for such taxable year; and 

(C) any amount determined, at the time of the filing of the 
joint return, as a deficiency with respect to either spouse for such 
taxable year if, prior to such filing, a notice under section 272 
(a) of such deficiency has been mailed. 

(S) Time for making joint return. A joint return cannot be made 
under paragraph (1) — 

(A) after the expiration of three years from the last date pre- 
scribed by law for filing the return for such taxable year (deter- 
mined without regard to any extension of time granted to either 
spouse) ; 

(B) after there has been mailed to either spouse, with respect 
to such taxable year, a notice of deficiency under section 2 72 (a), 
if the spouse, as to such notice, files a petition with the Tax Court 
of the United States within the time prescribed in such section; 

(C) after either spouse has commenced a suit in any court for 
the recovery of any part of the tax for such taxable year; or 

(D) after either spouse has entered into a closing agreement 
under section 3760 with respect to such taxable year, or after any 
civil or criminal case arising against either spouse with respect 
to such taxable year has been compromised under section 3761. 

(4) Elections made in separate return. If a joint return is made 
under this subsection, any election (other than the election to file a 
separate return) made by either spouse in his separate return for 
such taxable year with respect to the treatment of any income, deduc- 
tion, or credit of such spouse shall not be changed in the making of 
the joipt return where such election would have been irrevocable if 
the joint return had not been made. 

(5) Death of spouse. If a joint return is made under this subsec- 
tion after the death of either spouse, such return with respect to the 
decedent can be made only by his executor or administrator. 

(0) Additions to the tax. Where the amount shown as the tax by 
the husband and wife on a joint return made under this subsection ex- 
ceeds the aggregate of the amounts shown as the tax upon the sepa- 
rate return of each spouse — 

(A) Negligence. If any part of such excess Is attributable to 
negligence or intentional disregard of rules and regulations (but 
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without intent to defraud.) at the time of the making of such sep- 
arate return, then 5 per centum of the total amount of such ex- 
cess shall he assessed, collected, and paid in the same manner as 
if it were a deficiency; 

(B) Fraud. If any part of such excess is attributable to fraud 
with intent to evade tax at the time of the making of such sepa- 
rate return, then 50 per centum of the total amount of such excess 
shall he so assessed, collected, and paid, in lieu of the 50 per cen- 
tum addition to the tax provided in section 3612 (d) (2), 

(7) Biales for application of sections 275 and 291. For the pur- 
poses of section 275 (relating to period of limitations upon assess- 
ment and collection), and for the purposes of section 291 (relating 
to delinquent returns), a joint return made under this subsection 
jfihall be deemed to have been filed — 

(A) where both spouses filed separate returns prior to making 
the joint return — on the date the last separate return was filed 
(but not earlier than the last date prescribed by law for filing the 
return of either spouse) ; 

(B) where only one spouse filed a separate return prior to the 
making of the joint return, and the other spouse had less than 
$60 0 of gross income for such taxable year — on the date of the 
filing of such separate return (but not earlier than the last date 
prescribed by law for the filing of such separate return) ; or 

(C) where only one spouse filed a separate return prior to the 
making of the joint return, and the other spouse had gross in- 
come of $600 or more for such taxable year— on the date of the 
filing of such joint return. 

(8) Buie for application of section 322. For the purposes of sec- 
tion 322 (relating to refunds and credits), a joint return made under 
this subsection shall be deemed to have been filed on the last date pre- 
scribed by law for filing the return for such taxable year (determined 
without regard to any extension of time granted to either spouse). 

(9) Additional time for assessment. If a joint return is made un- 
der this subsection, the period of limitations provided in sections 276 
and 276 on the making of assessments and the beginning of distraint 
or a proceeding in court for collection shall with respect to such re- 
turn include one year immediately after the date of the filing of such 
joint return (computed without regard to the provisions of paragraph 
(7) of this subsection). 

(10) Buie for application of section 8809 (a). For the purposes 
of section 3809 (a) (relating to criminal penalties in the case of 
fraudulent returns) the term ‘'return” Includes a separate return filed 
by a spouse with respect to a taxable year for which a joint return 
is made under this subsection after the filing of such separate return. 
63 Stat. 27, amended June 25, 1940, 11:45 a. m., E. S. T., c. 419, Title 

1, § 7(a), 54 Stat. 519; Sept. 20, 1941, 12:15 p. m.. B. S. T., c. 412, 
Title I, § 112(a), 56 Stat. 696; Oct. 21, 1942, 4:30 p. m., E. W. T., 
o. 619, Title I, §§ 131(c) (1), 136(a), 66 Stat. 828, 836; Feb. 25, 
1944, 12:49 p. m., E. W. T., c. 63, Title I, § 105, 58 Stat. 31; May 29, 
1944, 7 p, m., E. W. T., c. 210. Part I, § 11 (a. b), 68 Stat. 240; Apr. 

2, 1948, 3:18 p. m., B. S. T., c. 168, Title II, § 202(c) (1), Title 111, 
§ 303, 62 Stat. 114, 115; Aug. 27, 1949, c. 617, § 4(b), 63 Stat 
668; Oct 20, 1951, 2:07 p. m., E. S. T., c. 521, Title IIX, §§ SOl(b) 
<1), 312(a), 66 Stat. 482. 
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Historical Not© 


1951 Amendment. Subsec. (f) (1) 

amended by Act Oct. 20, 1951, § 301(b) 

(1), to add the last sentence. 

Subsec. (g) added by Act Oct. 20, 1951, 

§ S12(a). 

1949 Amendment, Subsec. (d) repealed 
by Act Aug. 27, 1949. Prior to its re- 
peal, said subsec. read as follows; 

"(d) Signature presumed correct. The 
fact that an individual’s name is signed 
to a filed return shall be prima facie 
evidence for all purposes that the return 
was actually signed by him.^’ 

1948 Amendment. Subsec, (a) amend- 
ed by Act Apr, 2, 1948, § 202(c), (1), which 
struck out “500” and inserted in lieu 
thereof “$600” to accommodate the in- 
creased exemptions under section 25(b) 
of I.K.C.1939. 

Subsec. (b) amended Act Apr. 2, 1948, 

§ 303, which provides for an extensive re- 
vision to reflect the changes made neces- 
sary by the income splitting plan. 

1944 Amiendment. Subsecs, (a) and (b) 
amended generally by Act May 29, 1944, to 
incorporate technical changes necessitat- 
ed by amendments to section 25 and Supp. 

T of I.II.C1939. 

Subsec. (b) amended by Act Feb. 25, 
1944, which inserted “or if husband and 
wife have different taxable years” be- 
tween “nonresident alien” and the period 
at the end thereof, 

Subsec. (f) which was added by Act 
Feb. 26, 1944, amended by Act May 29, 
1944, which struck out entire subsec. and 
inserted in lieu thereof a new subsec. (f). 

1942 Amendment. Subsec. (a) amended 
by Act Oct. 21, 1942, which affected first 
par. and substituted “$500” for “$750” in 
subpar. (1) and “$1200” for “$1,500” in 
subpars. (2) (A) and (B). 

1941 Amendment. Subsec. (a) amend- 
ed by Act Sept. 20, 1941. 

1940 Amendment. Subsec. (a) amend- 
ed by Act June 25, 1940. 

Effective Date of 1961 Amendment. Sec- 
tion 301(c) of Act Oct. 20, 1951, provided 
that the amendment should be applicable 
with respect to taxable years ending aft- 
er June 30, 1950. 

Amendment adding subsec. (g) made 
applicable only with respect to taxable 
years beginning after Dec. 31, 1950, by 
‘section 312(b) of Act Oct. 20, 1951. 

Effective Date of 1949 Amendment. The 
repeal of subsec. (d) as applicable with 
respect to any return, statement, or doc- 
ument filed after Aug. 27, 1949, see note 
set out under section 3809 of I K.C.19S9. 

Effective Date of 1948 Amendment. Sec- 
tion 203 of Act Apr. 2, 1948, provided 
that amendments made by sections 201 
and 202 of said Act Apr. 2, 1948, to sec- 
tions 23(y), 25(b) (1), (2), 51(a), 5S(a), 
142(a), 147(a). 163(a) (1), and 1622(h) (1) 
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of I.R.C.1939 should be applicable to tax- 
able years beginning after Dec. 31, 1947, 
and that taxable years beginning in 1947 
and ending in 1948 shall be governed by 
subsec. (d) of section lOS of I.Il.C.1939. 

Section 305 of Act Apr. 2, 1948, pro- 
vided in part that the amendment to this 
section by section 303 of said Act Apr. 2, 
1948, should be applicable to taxable years 
beginning after Dec. 31, 1947, and that it 
shall also be applicable to taxable years 
of both husband and wife beginning on 
the same day in 1947 if at least one of 
such taxable years ends in 1948, but if 
both taxable years begin in 1947 and end 
in 1948 then they shall be governed by 
section 108(d) of I.B.C.1939. 

Effective Date of 1944 Amendments. 
Section 2 of Act May 29, 1944, provided 
that the amendment of this section was 
made applicable to taxable years begin- 
ning after Dec. 31, 1943. 

Section 101 of Act Feb. 25, 1944, pro- 
vided that the amendment of this sec- 
tion was made applicable to taxable 
years beginning after Dec. 31, 1943. 

Effective Date of 1942 Amendment. Sec- 
tion 101 of Act Oct. 21, 1942, provided 
that the amendment of this section was 
made applicable to taxable years begin- 
ning after Dec. 31, 1941. 

Effective Date of 1941 Amendment. Sec- 
tion 118 of Act Sept. 20, 1941, provided 
that the amendment of this section was 
made applicable only with respect to 
taxable years, beginning after Dec. 31, 
1940. 

Effective Date of 1940 Amendment, Act 
June 25, 1940, provided as follows : “The 
amendments made by this title [sections 
1-9 of 1940 Act], except the amendments 
made by section 5 [sections 143, 144 of 
I.B.C.1939], shall be applicable only with 
respect to taxable years beginning after 
December 31, 1939, by section 9 of said 
Act.” 

Computation of Tax in Case of Certain 
Joint Returns. Effective date of 1951 
amendments with respect to computation 
of tax in case of certain joint returns, see- 
note set out under section 12 of I.B.C. 
1939. 

Treaty Obligations. Section 615 of Act 
Oct 20, 1961, provided that: “No amend- 
ment made by this Act [Act Oct. 20, 
1951] shall apply m any case where its- 
application would be contrary to any 
treaty obligation of the United States.” 

Similar provisions were contained In 
the following Acts : 

l944-~Peb. 24, 1944, 12:49 p. m., E. 

W. T., c. 63, Title I, § 136, 68 Stat. 

53 

1942— Oct, 21, 1942, 4:30 p. m., H. W. 

T, c. 619, Title I. $ 109, 66 Stat. 

808. 

1941— Sept. 20, 1941, 12 *15 p. m.. B. S. 

T., c. 412, Title I, § 108, 66 Stat. 696. 
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1940— Jnne 25, 1940, 11:45 a. m., B. S. 
T., c. 419, Title I, § 8, 54 Stat. 520. 

Text ot Amendatory Revenue Acts. 
Complete original text of Revenue Acts 
amending this section, 1939 to date, 
see volumes “Title 26 — Internal Revenue 
Acts”. 
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Xregislative History: For legislative 
history and purpose of Act Oct 20, 1951, 
see 1951 XJ.S.Code Cong.Service, p. 1781. 
See, also, Acts Apr. 2. 1948, 1948 U.S. 
Code Cong.Service, p. 1163; May 29, 
1944, 1944 U.S.Code Cong.Service, p. 1056. 


§ 52. Corporation returns 

(a) Requirement. Every corporation subject to taxation under this 
chapter shall make a return, stating specifically the items of its gross in- 
come and the deductions and credits allowed hy this chapter and such oth- 
er information for the purpose of carrying out the provisions of this chap- 
ter as the Commissioner with the approval of the Secretary may by regula- 
tions prescribe. The return shall be sworn to by the president, vice presi- 
dent, or other principal officer and by the treasurer, assistant treasurer, or 
chief accounting officer. In cases where receivers, trustees in bankruptcy, 
or assignees are operating the property or business of corporations, such 
receivers, trustees, or assignees shall make returns for such corporations 
in the same manner and form as corporations are required to make re- 
turns. Any tax due ou the basis of such returns made by receivers, trus- 
tees, or assignees shall be collected in the same manner as if collected 
from the corporations of whose business or property they have custody and 
control. 

(b) Cross reference 

For provisions relating to consolidated returns, see section 141. 

53 Stat. 27, amended Oct. 21, 1942, 4:30 p. m., E. W. T., c. 619, Title 
I, § 159(f). 56 Stat. 8 60. 


Historical Note 


1942 Amendment. Subsec. (b) amend- 
ed by Act Oct. 21, 1942. 

Text of Amendatory Revenue Acts. 
Complete original text of Revenue Acts 


amending this section, 1939 to date, see 
volumes “Title 26 — Internal Revenue 
Acts”, 


§ 53. Time and place for filing returns 

<a) Time for filing 

<i) General rule. Returns made on the basis of the calendar: year shall 
toe made on or before the fifteenth day of March following the close of the 
calendar year, except that in the case of the return of the fiduciary of an 
estate or trust, the return shall be made on or before the fifteenth day of 
April following the close of the calendar year. Returns made on the basis 
of a fiscal year shall be made on or before the fifteenth day of the third 
month following the close of the fiscal year, except that in the case of the 
return of the fiduciary of an estate or trust, the return shall be made on or 
before the fifteenth day of the fourth month following the close of the 
fiscal year. 

(2) Extension of time. The Commissioner may grant a reasonable ex- 
tension of time for Ailing returns, under such rules and regulations as he 
shall prescribe with the approval of the Secretary. Except in the case of 
taxpayers who are abroad, no such extension shall be for more than six 
months. 

(b) To whom return made 

(1) Individnals. Returns (other than corporation returns) shall be 
made to the collector for the district In which is located the legal residence 
or principal place of business of the person making the return, or, if he 
has no legal residence or principal place of business in the United States,, 
then to the collector at Baltimore, Maryland. 
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(2) Corporations. Returns of corporations shall be made to the col-* 
lector of the district in which is located the principal place of business or 
principal office or agency of the corporation, or, if it has no principal 
Place of business or principal office or agency in the United States, then to 
the collector at Baltimore, Maryland. 53 Stat. 28, amended Sept. 23, 
1950, 3:15 p. m., E. D. T., c. 994, Title II, § 205(b) (1), 64 Stat. 930. 

Historical Kote 


1950 Anienaxaent. Subsec. (a) (1) 

amended by Act Sept. 23, 1950, § 205(b) 
(1), which added exception clause to 
both sentences. 

Effective Bate of 1950 Amendment. 
Amendment of sub sec. (a) (1) by Act 
Sept 23, 1950, as applicable only with 
respect to taxable years ending after 
Sept 23, 1950, see note set out under 
section 56 of I.R.C.1939. 

FEing of Corporation Jaetnms for tax- 
able Years Ending After Maar. 31, 1961 and 
Before Oct. 1, 1951. Section 124 of Act 
Oct. 20, 1951, 2:07 p. m., E S. T., c. 621, Ti- 
tle I, Pt II, 65 Stat. 471, provided that: 
‘Tn the case of a corporation subject to 
a tax imposed by chapter 1 of the Inter- 
nal Revenue Code (chapter 1 of I R.C. 
1939] for a taxable year ending after 
IVlarch 31, 1951, but prior to October 1, 

1951, such corporation shall after the 
date of the enactment of this Act [Oct. 

20, 1951] and on or before January 15, 

1952, make a return for such taxable 
year with respect to the tax imposed by 
chapter 1 of the Internal Revenue Code 
[1939] for such taxable year. The return 
required by this section for such taxable 
year shall constitute the return for such 
taxable year for all purposes of the In- 
ternal Revenue Code [1939] ; and no re- 
turn for such taxable year, with respect 
to any tax imposed by chapter 1 of such 
code [chapter 1 of I.R.C1939], filed on 
or before the date of the enactment of this 
Act [Oct. 20, 1951] shall be considered 
for any of such purposes as a return for 
such year. The taxes imposed by chapter 
1 of such code [chapter 1 of I.R.C.1939] 
(determined with the amendments made 
by this Act) for such taxable year shall 
be paid on January 15, 1952, in lieu of 
the time prescribed in section 56(a) of 
such code [section 66(a) of I.R.C.1939]. 
All payments with respect to any tax for 
such taxable year imposed by chapter 1 
of such code [1939] under the law in ef- 
fect prior to the enactment of this Act, 
to the extent that such payments have not 
been credited or refunded, shall be deem- 
ed payments made at the time of the 
filing of the return required by this sec- 
tion on account of the tax for such tax- 
able year under chapter 1 determined 
with the amendments made by this Act.'' 

Excess Profits Tax; Extension, of Time 

limitation. Act Sept. 14, 1951, c. 400, § 2, 

66 Stat. 821, provided: “Notwithstanding 
the wix-month limitation contained in sec- 
tion 63(a) (2) of the Internal Reve- 

nue Code [this section], extensions of 
time may be granted under such section, 
but not beyond November 15, 1951, for 
the filing by any corporation subject to 
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the excess profits tax imposed by chapter 
1 of such code [this chapter] of the re- 
turn of the taxes imposed by such chap- 
ter for any taxable year ending after 
June 30, 1950, and before February 1, 
1951.” 

Filing Returns for Taxable Years End- 
ing After June SO, 1950, and. Before Be©. 
31, 1950. Section 305 of Act Jan. 3, 1951, 
10:13 a. m., c. 1199. Title III, 64 Stat. 
1220, provided that: “In the case of a 
corporation subject to the tax imposed 
by subchapter D of chapter 1 of the 
Internal Revenue Code [subchapter D of 
chapter 1 of I.R.C.1939] for a taxable 
year ending after June 30, 1950, but 
prior to December 31, 1950, such corpo- 
ration shall after the date of the enact- 
ment of this Act [Jan. 3, 1951] and be- 
fore March 15, 1951, make a return for 
such taxable year with respect to the tax 
imposed by chapter 1 of the Internal 
Revenue Code [chapter 1 of I.B.C.1939] 
for such taxable year. The return re- 
quired by this section for such taxable 
year shall coustitute the return for such 
taxable year for all purposes of the In- 
ternal Revenue Code [1939]; and no re- 
turn for such taxable year, with respect 
to any tax imposed by chapter 1 of such 
code [chapter 1 of I.R.C.1939] filed on 
or before the date of the enactment of 
this Act [Jan. 3, 1961], shall be consid- 
ered for any of such purposes as a re- 
turn for such. year. The taxes imposed 
by chapter 1 of such code [chapter 1 of 
I R.C.1939] (determined with the amend- 
ments made by this Act) for such tax- 
able year shall be paid on March 15, 1951, 
in lieu of the time prescribed in section 
56(a) of such code [section 56(a) of I.R. 
C1939]. All payments with respect to 
any tax for such taxable ye&r imposed 
by chapter 1 of such code under the law 
in effect prior to the enactment of this 
Act, to the extent that such payments 
have not been credited or refunded, shall 
be deemed payments made at the time of 
the filing of the return required by this 
section on account of the tax for such 
taxable year under chapter 1 [chapter 1 
of I R.C 1939] determined with the amend- 
ments made by this Act.’* 

Treaty Obligations. Section 616 of Act 
Oct. 20, 1951 provided that: “No amend- 
ment made by this Act [Act Oct. 20, 1951] 
shall apply in any case where its appli- 
cation would be contrary to any treaty 
obligation of the United States.** 

Similar provisions were contained 1» 
the following Act: 

1950— Sept. 23, 1950, 3:15 p. m., 
ED.T., c. 994, Title II, $ 214, 64 
Stat. 937. 
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Text of Amendatory Bevenne Act*. I.e|:islative History : For legislative 
Complete original text of Revenue Acts history and purpose of Act Sept. 23, 1950, 

amending this section, 1939 to date, see see 1950 U.S.Code Cong Service, p. 3053. 

volumes “Title 26 — Internal Revenue 
Acts”. 

§ 54. Records and special returns 

(a) By taxpayer. Every person liable to any tax imposed by this chap- 
ter or for the collection thereof, shall keep such records, render under oath- 
such statements, make such returns, and comply with such rules and regu- 
lations, as the Commissioner, with the approval of the Secretary, may from 
time to time prescribe. 

(b) To determine liability to tax. Whenever in the judgment of the 
Commissioner necessary he may require any person, by notice served upon 
him, to make a return, render under oath such statements, or keep such, 
records, as the Commissioner deems sufficient to show whether or not 
such person is liable to tax under this chapter. 

(c) Information at the source 

For requirement of statements and returns by one person to assist in determining 
the tax liability of another person, see sections 147 to 150. 

(d) CJopies of returns. If any person, required by law or regulations 
made pursuant to law to file a copy of any income return for any taxable 
year, fails to file such copy at the time required, there shall be due and as- 
sessed against such person $5 in the case of an individual return or $10 
in the case of a fiduciary, partnership, or corporation return, and the 
collector with whom the return is filed shall prepare such copy. Such 
amount shall be collected and paid, without Interest, in the same manner 
as the amount of tax due in excess of that shown by the taxpayer upon a 
return in the case of a mathematical error appearing on the face of the re- 
turn. Copies of returns filed or prepared pursuant to this subsection shall 
remain on file for a period of not less than two years from the date they 
are required to be filed, and may be destroyed at any time thereafter 
under the direction of the Commissioner. 

(e) Foreign personal holding companies 

For information returns by officers, directors, and large shareholders, with respect 
to foreign personal holding companies, see sections 338, 339, and 340. 

For information returns by attorneys, accountants, and so forth, as to formation, 
and so forth, of foreign corporations, see section 3604. 

(f) By organizations. Every organization, except as hereinafter pro- 
vided, exempt from taxation under section 101 shall file an annual return, 
which shall contain or he verified by a written declaration that it is made 
under the penalties of perjury, stating specifically the items of gross in- 
come, receipts, and disbursements, and such other Information for the 
purpose of carrying out the provisions of this chapter as the Commission- 
er, with the approval of the Secretary, may by regulations prescribe, and 
shall keep such records, render under oath such statements, make such 
other returns, and comply with such rules and regulations as the Com- 
missioner, with the approval of the Secretary, may from time to time pre- 
scribe. No such annual return need he filed under this subsection by any 
organization exempt from taxation under the provisions of section 101 — 

(1) which is a religious organization exempt under section 101(6) ; or 

(2) which is an educational organization exempt under section 101(6), 
If such organization normally maintains a regular faculty and curriculum 
and normally has a regularly organized body of pupils or students in at- 
tendance at the place where its educational activities are regularly carried 
on; or 

(3) which is a charitable organization, or an organization for the pre- 
vention of cruelty to children or animals, exempt under section 101(6), 
if such organization is supported, in whole or in part, by funds contribut- 
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ed by tbe United States or any State or political subdivision thereof, or is 
primarily supported by contributions of the general public; or 

(4) which is an organization exempt under section 101(6), if such 
organization is operated, supervised, or controlled by or in connection with 
a religious organization described in paragraph ( 1 ) ; or 

(5) which is an organization exempt solely under section 101(3); or 

(6) which is an organization exempt under section 101(15), if such 
organization is a corporation wholly owned by the United States or any 
agency or instrumentality thereof, or a wholly owned subsidiary of such 
a corporation. 53 Stat. 28, amended Feb. 25, 1944, 12:49 p. m., E. W. T., 
c, 63, Title I, § 117(a), 58 Stat. 36. 


Historical Note 

1944 Amendment. Sabsec. (f) added by 
Act Feb. 25, 1944. It was enacted with- 
out a catchline which has been supplied 
by the editor. 

Effective Date of 1944 AjneELdment. 

Amendment adding subsec. (f) made ap- 
plicable to taxable years beginning aft- 
er Dec. 31, 1942, by section 117(b) of 
Act Feb. 25, 1944. 

Treaty Obligations. Section 136 of Act 
Feb. 25, 1944, provided as follows: “No 

§ 55. Publicity of returns 

(a) Public record and inspection 

( 1 ) Returns made under this chapter upon which the tax has been de- 
termined by the Commissioner shall constitute public records; but, except 
as hereinafter provided in this section, they shall be open to inspection 
only upon order of the President and under rules and regulations pre- 
scribed by the Secretary and approved by the President. 

(2) And all returns made under this chapter, suhchapters A, B, D, and 
E of chapter 2, subchapter B of chapter 3, chapters 4, 7, 12, and 21, sub- 
chapter A of chapter 29, and chapter 30, shall constitute public records 
and shall be open to public examination and inspection to such extent as 
shall be authorized in rules and regulations promulgated by the President. 

(3) Whenever a return is open to the inspection of any person a cer- 
tified copy thereof shall, upon request, he furnished to such person, under 
rules and regulations prescribed by the Commissioner with the approval 
of the Secretary. The Commissioner may prescribe a reasonable fee for 
furnishing such copy. 

(b) Inspection by states 

<1) State ofilcers. The proper officers of any State may, upon the re- 
quest of the governor thereof, have access to the returns of any corpora- 
tion, or to an abstract thereof showing the name and income of the cor- 
poration, at such times and in such manner as the Secretary may pre- 
scribe. 

(2) Stat© bodies or commissions. All income returns filed under this 
chapter (or copies thereof, if so prescribed by regulations made under this 
subsection) , shall be open to inspection by any official, body, or commis- 
•sion, lawfully charged with the administration of any State tax law, if 
the inspection is for the purpose of such administration or for the pur- 
pose of obtaining information to be furnished to local taxing authorities 
as provided in this paragraph. The inspection shall be permitted only 
upon written request of the governor of such State, designating the repre- 
sentative of such official, body, or commission to make the inspection on 
behalf of such official, body, or commission. The inspection shall be made 
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in such manner, and at such times and places, as shall be prescribed by 
regulations made by the Commissioner with the approval of the Secretary. 
Any information thus secured by any ofiBcial, body, or commission of any 
State may be used only for the administration of the tax laws of such 
State, except that upon written request of the Governor of such State any 
such information may be furnished to any oflSlcial, body, or commission of 
any political subdivision of such State, lawfully charged with the adminis- 
, ation of the tax laws of such political subdivision, but may be furnished 
only for the purpose of, and may be used only for, the administration of 
such tax laws. 

(c) Inspection by shareholders. All bona fide shareholders of record 
owning 1 per centum or more of the outstanding stock of any corporation 
shall, upon making request of the Commissioner, be allowed to examine 
the annual income returns of such corporation and of its subsidiaries. 

(d) Inspection by committees of CJongress 

(1) Committees on ways and means and finance 

(A) The Secretary and any officer or employee of the Treasury Depart- 
ment, upon request from the Committee on Ways and Means of the House 
of Representatives, the Committee on Finance of the Senate, or a select 
committee of the Senate or House specially authorized to investigate re- 
turns by a resolution of the Senate or House, or a joint committee so au- 
thorized by concurrent resolution, shall furnish such committee sitting 
in executive session with any data of any character contained in or shown 
by any return. 

(B) Any such committee shall have the right, acting directly as a com- 
mittee, or by or through such examiners or agents as it may designate or 
appoint, to inspect any or all of the returns at such times and in such man- 
ner as it may determine. 

(C) Any relevant or useful Information thus obtained may be sub- 
mitted by the committee obtaining it to the Senate or the House, or to 
both the Senate and the House, as the case may be. 

(2) Joint committee on internal revenue taxation. The Joint Commit- 
tee on Internal Revenue Taxation shall have the same right to obtain data 
and to inspect returns as the Committee on Ways and Means or the Com- 
mittee on Finance, and to submit any relevant or useful information thus 
obtained to the Senate, the House of Representatives, the Committee on 
Ways and Means, or the Committee on Finance. The Committee on Ways 
and Means or the Committee on Finance may submit such information to 
the House or to the Senate, or to both the House and the Senate, as the 
case may be. 

(e) Inspection in collector’s office of list of taxpayers. The Commis- 
sioner shall as soon as practicable in each year cause to be prepared and 
made available to public inspection in such manner as he may determine, 
in the office of the collector in each internal revenue district and in such 
other places as he may determine, lists containing the name and the post- 
office address of each person making an income-tax return in such district. 

(f) Penalties for disclosing information 

(1) Federal employees and other persons. It shall he unlawful for 
any collector, deputy collector, agent, clerk, or other officer or employee 
of the United States to divulge or to make known in any manner what- 
ever not provided by law to any person the amount or source of income, 
profits, losses, expenditures, or any particular thereof, set forth or dis^ 
closed in any income return, or to permit any income return or copy there- 
of or any book containing any abstract or particulars thereof to be seen 
or examined by any person except as provided by law; and it shall be un- 
lawful for any person to print or publish in any manner whatever not pro- 
vided by law any income return, or any part thereof or source of incomoi, 
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profits, losses, or expenditures appearing in any income return; and any 
offense against the foregoing provision shall be a misdemeanor and be 
punished by a fine not exceeding $1,000 or by imprisonment not exceed- 
ing one year, or both, at the discretion of the court; and if the offender 
be an officer or employee of the United States he shall be dismissed from 
office or discharged from employment. 

(S) State employees. Any officer, employee, or agent of any State or 
political subdivision, who divulges (except as authorized in paragraph 2 
of subsection (b), or when called upon to testify in any judicial or ad- 
ministrative proceeding to which the State or political subdivision, or such 
State or local official, body, or commission, as such, is a party) any infor- 
mation acquired by him through an inspection permitted him or another 
under paragraph 2 of subsection (b) shall be guilty of a misdemeanor and 
shall upon conviction be punished by a fine of not more than $1,000, or 
by imprisonment for not more than one year, or both. 

(S) Shareholders. Any shareholder who pursuant to the provisions of 
this section is allowed to examine the return of any corporation, and who 
makes known in any manner whatever not provided by law the amount or 
source of income, profits, losses, expenditures, or any particular thereof, 
set forth or disclosed in any such return, shall be guilty of a misdemeanor 
and be punished by a fine not exceeding $1,000 or by imprisonment not 
exceeding one year, or both. 

(4) Cross reference 

For penalties for disclosing operations, style of work, or apparatus of any mann- 
facturer or producer, see section 40i7. 

53 Stat 29, amended Oct. 8, 1940, 11 p. m., E. S. T., c. 757, Title V. § 
607, 54 Stat. 1008; Sept. 20, 1941, 12:15 p. m., B. S. T., c. 412, Title V. 
§ 554(d) (1). 55 Stat. 722. 


Historical Note 


Beferences In Text. Snbchapter B of 
Chapter 2 , referred to in subsec. (a) (2), 
relating to declared value excess -profits 
tax, was repealed by Act Nov. 8, 1945, c. 
453, Title II, § 202, 59 Stat 574. 

Subchapter 2 of Chapter 2, referred to 
In subsec. (a) (2), relating to excess 

profits tax, was repealed as follows: sec- 
tions 741 and 752 by Act Oct. 21, 1942, 
4:30 p. m., B.W.T., c. 619, Title II, iS 
224(b), 228 (b), 229 (a> (1), 66 Stat 920, 
925, 931; sections 710-736, 740, 742-744, 
750, 751, 760, 761 and 780-784 by Act Nov. 
8, 1945, c. 453, Title I, $ 122(a). 69 Stat 
568. 

1941 Amendment Sub sec. (a) (2) 
amended by Act Sept 20, 1941, which 
struck out “subchapters A and B of” 
preceding “chapter 30”. 

1940 Amendment. Snbseo. (a) (2) 

amended by Act Oct. 8, 1940, by substi- 


tuting “Subchapter A, B, D, and B of 
Chapter 2” in lieu of “Subchapters A, B, 
and D of Chapter 2”. 

BffectiTe Date of 1941 Amendment 
Act Sept. 20, 1941, was made effective on 
Oct 1, 1941, by section 658 thereof. 

Inspection by Committees. Inspection 
of income, excess-profits, declared value 
excess-profits and capital stock tax re- 
turns, by the Dies Committee on Un- 
American Activities, was authorized by 
Bx,Ord.No.9281, Dec. 9, 1942, 7 F.B. 

10355, U.S.Code Cong. Service 1942, p. 188a 

Text of Amendatory Bevenue Acts. 
Complete original text of Bevenue Acts 
amending this section, 1939 to date, 
see volumes “Title 26 — ^Internal Bevenue 
Acts”. 


§ 66. Payment of tax 

(a) Time of payment. The total amount of tax imposed by this chapter 
shall be paid on the fifteenth day of March following the close of the cal- 
endar year, or, if the return should be made on the basis of a fiscal year, 
then on the fifteenth day of the third month following the close of the 
fiscal year, except that in the case of the tax imposed upon an estate or 
trust the tax shall be paid on tbe fifteenth day of April following the close 
of the calendar year, or, if the return should be made on the basis of a 
fiscal year, then on the fifteenth day of the fourth month following the 
close of the fiscal year. 
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(b) Installnieiit payments. 

(1) Jjistates of decedents. In tlie case of the estate of a decedent, the 
fiduciary may elect to pay the tax in four equal installments. 

(S) Corporations. In the case of a corporation — 

(A) Taxable years ending before December 31, 1954. The taxpayer 
may elect with respect to any taxable year ending before December 31, 
19 54, to pay the tax in four installments, and in such case the amount of 
the tax paid by each installment shall be determined as follows: 


If the taxable year ends — 



on or after — 

and before— 

each of the 
first two in- 
stallments 
shall be the 
following 
percentage 
of the tax: 

and each of 
the last two 
Installments 
shall be the 
following 
percentage 
of the tax: 

December 31, 1950 . . . 

December 31, 1951. . . 

30 

20 

“ 1951... 

“ '' 1952... 

35 

15 

« " 1952... 

1953... 

40 

10 

- 1953... 

-- 1954... 

45 

5 


(B) Taxable years ending on or after December SI, 1954. The tax- 
payer may elect with respect to any taxable year ending on or after De- 
cember 31, 1954, to pay the tax in two equal installments. 

(3) Dates for installment payments. 

(A) Four Installments. In any case In which the tax may be paid In 
four installments, the first installment shall be paid on the date prescribed 
for the payment of the tax by the taxpayer, the second installment shall be 
paid on the 16th day of the third month, the third installment on the 16th 
day of the sixth month, and the fourth installment on the 15th day of the 
ninth month, after such date. 

(B) Two installments. In any case In which the tax may be paid In 
two Installments, the first installment shall be paid on the date prescribed 
for the payment of the tax by the taxpayer, and the second installment 
shall be paid on the 16 th day of the third month after such date. 

(4) Kequirement for payment. If any installment is not paid on or be- 
fore the date fixed for its payment, the whole of the tax unpaid shall be 
paid upon notice and demand from the collector. 

(c) Extension of time for payment 

(1) General rule. At the request of the taxpayer, the Commissioner 
may extend the time for payment of the amount determined as the tax by 
the taxpayer, or any installment thereof, for a period not to exceed six 
months from the date prescribed for the payment of the tax or an install- 
ment thereof. In such case the amount in respect of which the extension 
is granted shall be paid on or before the date of the expiration of the peri- 
od of the extension. 

(2) liquidation of personal holding companies. At the request of the 
taxpayer, the Commissioner may (under regulations prescribed by the 
Commissioner with the approval of the Secretary) extend (for a period 
not to exceed five years from the date prescribed for the payment of the 
tax) the time for the payment of such portion of the amount determined 
as the tax by the taxpayer as is attributable to the short-term or long- 
term capital gain derived by the taxpayer from the receipt by him of prop- 
erty other than money upon the complete liquidation (as defined in section 
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115(c) ) of a corporation. This paragraph shall apply only if the corpora- 
tion, for its taxable year preceding the year in which occurred the com- 
plete liquidation (or the first of the series of distributions referred to in 
such section), was, under the law applicable to such taxable year, a per- 
sonal holding company or a foreign personal holding company. An ex- 
tension under this paragraph shall be granted only if it is shown to the 
satisfaction of the Commissioner that the failure to grant it will result in 
undue hardship to the taxpayer. If an extension is granted the amount 
with respect to which the extension is granted shall be paid on or before 
the date of the expiration of the extension. If an extension is granted 
under this paragraph the Commissioner may require the taxpayer to fur- 
nish a bond in such amount, not exceeding double the amount with respect 
to which the extension is granted, and with such sureties as the Commis- 
sioner deems necessary, conditioned upon the payment of the amount with 
respect to which the extension is granted in accordance with the terms of 
the extension. 

(d) Voluntary advance payment. A tax imposed hy this chapter, or 
any installment thereof, may be paid, at the election of the taxpayer, prior 
to the date prescribed for its payment. 

(e) Advance payment in case of jeopardy 

For advance payment in case of jeopardy, see section 146. 

(f ) Tax withheld at source 

For requirement of withholding tax at source, see sections 143 and 144. 

(g) Fractional parts of cent. In the payment of any tax under this 
chapter a fractional part of a cent shall be disregarded unless it amounts 
to one-half cent or more, in which case it shall be increased to 1 cent. 

(h) Receipts. Every collector to whom any payment of any income 
tax is made shall upon request give to the person making such payment a 
full written or printed receipt therefor. 

(i) Pasmient of tax if not computed by taxpayer. Where under section 
51(f) a taxpayer who is an individual is permitted to file return without 
showing the tax thereon, and the tax is to be computed by the collector, the 
amount determined by the collector as payable shall be paid within thirty 
days after the mailing by the collector to the taxpayer of a notice stating 
such amount and making demand therefor. 63 Stat. 31, amended Oct. 21, 
1942, 4:30 p. m., E. W. T., c. 619, Title I, § 172(f) (1), 66 Stat. 893; 
June 9, 1943, 7 p. m., E. W. T., c. 120, § 5(d), 57 Stat. 141; May 29, 
1944, 7 p. m., E. W. T., c. 210, Parti, §§ 6(h) (2), 12, 58 Stat. 234, 241; 
Sept. 23, 1950, 3:15 p. m., E. D. T.. c. 994, Title II, § 205(a), (b) (2). 64 
Stat. 929, 930. 

Historical Note 


1950 Ameudnaent. Sub sec. (a) amended 
by Act Sept. 23, 1950, § 205(b) (2), which 
added except that in • • • the 

fiscal year’’. 

Subsec. (b) amended by Act Sept. 23, 
1050, § 205(a), to change the method by 
which a corporation pays its income 
taxes. 

1944 Amendment. Sub sec (f) amend- 
ed by Act May 29. 1044, which struck 
out 144 and Part II of Subchapter D”, 
and inserted m lieu “and 144”. 

Subsec. (i) added by Act May 29, 1944. 

1943 Amendment. Subsec. (b) amended 
by Act June 9, 1943, which inserted ex- 
ception clause at beginning of first 
sentence. 

1942 Amendment. Sub sec. (f) amended 
by Act Oct. 21, 1942. 


ElTeetive Bate of 1960 Amendments. 
Section 205(b) (3) of Act Sept. 23, 1950, 
provided the amendment of siibsec. (a) 
by said Act Sept. 23, 1950, should be ap- 
plicable only with respect to taxable 
years ending after Sept. 23, 1950. 

Section 205(a) of Act Sept. 23, 1950, 
provided in part that the amendment of 
subsoc. (b) by said Act Sept 23, 1950, 
should be effective with respect to taxable 
years ending on or after Dec. 31, 1950. 

Effective Bate of 1944 Amendment. 
Section 2 of Act May 29, 1944, provided 
that the amendment of this section was 
made applicable to taxable years be- 
ginning after Dec. 31, 1943. 

Effective Bate of 1943 Amendment. 
Section 5(f) of Act June 9, 1943, provided 
that the amendment of this section was 
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made effective witli respect to taxable 
years beginning after Dec. 31, 1942. 

Effective Bate of 1942 Amendment. 
Section 172(g) of Act Oct. 21, 1942, pro- 
vided that the amendment of this section 
was made effective Jan. 1, 1943, appli- 
cable to all wages (as defined in Part II 
of Subchapter D) paid on or after such 
date. 

Treaty Obligations: Section 214 of Act 
Sept. 23, 1950, provided that: “No amend- 
ment made by this Act [Act Sept. 23, 
1950] shall apply in any case where its 


application would he contrary to any 
treaty obligation of the United States *’ 

Text of Amendatory Keveame Acts. 
Complete original text of Revenue Acts 
amending this section, 1939 to date, 
see volumes “Title 26 — Internal Revenue 
Acts”. 

liCgislative History and Congressional 
Comment: For legislative history and 
purpose of Act Sept. 23, 1950, see 1950 
U.S Code Cong. Service, p, 3053. See, also, 
Act May 29, 1944, 1944 U.S.Code Cong, 
Service, p. 1056. 


§ 57. Examination of return and determination of tax 
As soon as practicable after the return is filed the Commissioner shall 
examine it and shall determine the correct amount of the tax, 53 Stat. 
32. 


§ 58. Declaration of estimated tax by individuals 

(a) l^equirement of declaration. Every individual (other than an es- 
tate or trust and other than a nonresident alien with respect to whose 
wages, as defined in section 1621 (a), withholding under Subchapter D of 
Chapter 9 is not made applicable, but including every alien individual who 
is a resident of Puerto Rico during the entire taxable year) shall, at the 
time prescribed in subsection (d), make a declaration of his estimated tax 
for the taxable year if — 

(1) his gross income from wages (as defined in section 1621) can rea- 
sonably be expected to exceed the sum of $4,500 plus $600 with respect 
to each exemption provided in section 25 (b) ; or 

(2) his gross income from sources other than wages (as defined In sec- 
tion 1621) can reasonably be expected to exceed $100 for the taxable year 
and his gross income to be $600 or more. 

(b) Contents of declaration. In the declaration required under sub- 
section (a) the individual shall state — 

(1) the amount which he estimates as the amount of tax under this 
chapter for the taxable year, without regard to any credits under sec- 
tions 32 and 35 for taxes withheld at source and without regard to the tax 
imposed by subchapter B on self-employment income; 

(2) the amount which he estimates as the credits for the taxable year 
under sections 3 2 and 3 5 ; and 

(3) the excess of the amount estimated under paragraph (1) oyer the 
amount estimated under paragraph (2), which excess for the purposes of 
this chapter shall be considered the estimated tax for the taxable year. 
The declaration shall also contain such other Information for the pur- 
poses of carrying out the provisions of this chapter as the Commissioner, 
with the approval of the Secretary, may by regulations prescribe, and shall 
contain or be verified by a written statement that it is made under the 
penalties of perjury. 

(c) Joint declaration by husband and wife. In the case of a husband 
and wife, a single declaration under this section may be made by them 
jointly, in which case the liability with respect to the estimated tax shall 
be joint and several. No joint declaration may be made If either the hus- 
band or wife is a nonresident alien. If a joint declaration is made but a 
joint return is not made for the taxable year, the estimated tax for such 
year may be treated as the estimated tax of either the husband or the wife, 
or may be divided between them. 
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(d) Time and place lor filing 

(1) In general. The declaration required under subsection (a) shall 
be filed on or before March 15 of the taxable year, except that if the re- 
quirements of section 58(a) are first met 

(A) after March 1 and before June 2 of the taxable year, the declara- 
tion shall be filed on or before June 15 of the taxable year, or 

(B) after June 1 and before September 2 of the taxable year, the 
declaration shall be filed on or before September 15 of the taxable year, or 

(C) after September 1 of the taxable year, the declaration shall be 
fi.led on or before January 15 of the succeeding taxable year. 

(2) Amendjnent of declaration. An individual may make amendments 
of a declaration filed during the taxable year under this subsection, under 
regulations prescribed by the Commissioner with the approval of the 
Secretary. If so made, such amendments may be filed on or before the 
fifteenth day of the last month of any quarter of the taxable year subse- 
quent to that in which the declaration was filed and in which no previous 
amendment has been filed, except that in the case of an amendment filed 
after September 15 of the taxable year, it may be filed on or before Jan- 
uary 15 of the succeeding taxable year. Declarations and amendments 
thereof shall be filed with the collector specified in section 53(b) (1). 

(3) Return as declaration or amendment. If on or before January 15 
of the succeeding taxable year the taxpayer files a return, for the tax- 
able year for which the declaration is required, and pays in full the 
amount computed on the return as payable, then, under regulations pre- 
scribed by the Commissioner with the approval of the Secretary — 

(A) If the declaration is not required to he filed during the taxable 
year, but Is required to be filed on or before such January 15, such re- 
turn shall, for the purposes of this chapter, be considered as such dec- 
laration; and 

(B) If the tax shown on the return (reduced by the credits under sec- 
tions 32 and 35) is greater than the estimated tax shown in a declaration 
previously made, or in the last amendment thereof, such return shall, 
for the purposes of this chapter, be considered as the amendment of the 
declaration permitted by paragraph (2) to be filed on or before such Jan- 
uary 16. 

(e) Bxtension of time. The Commissioner may grant a reasonable 
extension of the time for filing declarations and paying the estimated 
tax, under such rules and regulations as he shall prescribe with the ap- 
proval of the Secretary. Except in the case of taxpayers who are abroad, 
no such extension shall be for more than six months. 

(f) Persons under disability. If the taxpayer is unable to make his 
own declaration, the declaration shall be made by a duly authorized agent 
or by the guardian or other person charged with the care of the person 
or property of such taxpayer. 

(g) Signature presumed correct. The fact that an individuaFs name 
is signed to a filed declaration shall be prima facie evidence for all pui>- 
poses that the declaration was actually signed by him. 

(li) Publicity of declaration. For the purposes of section 55 (relat- 
ing to publicity of returns), a declaration of estimated tax shall be held 
and considered a return under this chapter. June 9, 1943, 7 p. m., E. W. 
T., c. 120, § 5(a), 57 Stat. 141, amended May 29, 1944, 7 p. m., B. W. T., 
c, 210, Part I, § 13(a), 58 Stat. 242; Nov. 8, 1945, 5:17 p. m., E. S. T., 
c. 463, Title I, § 102(b) (4), 69 Stat. 559; Apr. 2, 1948, 3:18 p. m., E. S. 
T., c. 168, Title II, § 202(a), 62 Stat. 113; Aug. 28, 1950, c. 809, Title 
II, § 208(d) (4), 64 Stat. 544; Sept. 23, 1950, 3:15 p. m., E. D. T., c. 
994, Title II, § 221(g), 64 Stat. 945. 
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Historical Not® 


1950 Amendments. Subsec. (a) amend- 
ed by Act Sept. 23, 1950, to require alien 
Individuals who are residents of Puerto 
Rico durinj? the entire taxable year to 
make a declaration of their estimated 
taxes. 

Subsec. (b) (1) amended by Act Au^. 
28, 1950, which inserted “and without re- 
gard • • * self-employment income"’ 

immediately following “withheld at 
source”. 

1948 Ameaidment. Subsec. (a) amended 
by Act Apr 2, 1948, which makes tech- 
nical amendments made necessary by the 
additional credits provided by section 
25(b) of I R.C.1939. 

1945 Amendment. Subsec (a) (1) 

amended by Act Nov. 8, 1945, § 102(b) (4), 
which struck out “surtax” 

1944 Amendment. Section amended 
generally by Act May 29, 1944, which 
among other changes raised requirement 
of filing a declaration to $5000 of antici- 
pated iiicome plus $500 In addition for 
every surtax exemption, except his own 
exemption, to which he is entitled, re- 
vised time of filing of the original dec- 
laration entirely, and allowed a final 
return filed on or before Jan. 15 to oper- 
ate as a declaration or amendment to a 
declaration. 

1943 Amendment. Act June 9, 1943, 
omitted Act Feb. 10, 1939, c. 2. § 68, 53 
Stat. 32, which related to cross references 
to other sections of I.R C 1939, and in- 
serted, in lien thereof, text relating to 
declaration of estimated tax by in- 
dividuals. 

EflfectlTe Uate of 1950 Amendments. 

Amendment of section by Act Sept. 23, 
1950, as applicable with respect to taxable 
years beginning after Dec. 31, 1950, see 
note set out under section 251 of I.R.C. 
1939. 

EfTective Bate of 1948 Amendment. 
Section 203 of Act Apr. 2, 1948, provided 
that amendments made by sections 201 
and 202 of said Act Apr. 2, 1948, to sec- 
tions 23(y). 25(b), (1), (2), 61(a), 

6S(a), 142(a), 147(a), 163(a) (1), and 

1622(h) (1) of I.B.C.1939 should be ap- 
plicable to taxable years beginning after 
Dec 31, 1947, and that taxable years be- 
ginning in 1947 and ending in 1948 shall 
be governed by snbsec. (d) of section 
108 of I.R.C 1939. 

Effective Bat© of 1945 Amendment. 
Section 102(c) of Act Nov. 8, 1945, pro- 
vided that the amendment of this section 
was made applicable to taxable years 
beginning after Dec. 31, 1945. For treat- 
ment of taxable years beginning in 1945 
and ending in 1946, see sections 108 and 
710 of I.R.C.1939. 

Effective Bata of 1944 Amendment. 
Section 1.3(c) of Act May 29, 1944, pro- 
vided: “The amendment made by snb- 
section (a), insofar as it relates to sec- 
tion 58(a) of the Internal Revenue Code 


[1939], shall be applicable only with re- 
spect to taxable years beginning after 
December 31, 1944.” 

E.Tective Date of 1948 Amendment. 
Section 5(f) of Act June 9, 1943, provided 
that the amendment of this section was 
made effective with respect to taxable 
yeais beginning after Dec SI, 1942. 

Special Rule for 1944. Section 13(d) of 
Act May 29, 1944, provided * “The pro- 
visions of sections 58 and 59 of such 
Code, as amended by this Act [Act I\Iay 
29, 1944, 7 p m., E.W T., c. 210, Part I, 5 
13(a), 58 Stat 242], shall be subject to 
the following modifications with respect 
to declaration and payment of estimated 
tax for the calendar year 1944: 

“(1) Time for filing: declaration. If 
the requirements of section 58(a) of such 
Code, without regard to its amendment 
by this Act, are first met before April 1, 
1944, the declaration shall be filed on or 
before April 15. 1944, and if such re- 
quirements are first met after March 31, 
1944, and before June 2, 1944, the declara- 
tion shall be filed on or before June 15, 

1944 

“(3) Payment of estimated tax. If the 
declaration is filed on or before April 15, 
1944, then (even though such declaration 
under existing law or under paragraph 
(1) of this subsection was not required 
to be filed before June 1-5, 1944) the esti- 
mated tax shall be paid in four equal 
installments and at the times provided 
in section 69(a) (1) of such Code, as 
amended by this Act. If the declaration 
is filed after April 15, 1944, and not aft- 
er June 15, 1944 (and is not required by 
paragraph (1) to be filed on or before 
April 15), the estimated tax shall be 
paid in three equal installments and at 
the times provided in section 69(a) (2) 
of such Code, as amended by this Act. 
The rule provided in section 59(a) (5) 
of such Code, as amended by this Act, 
shall apply with respect to declarations 
filed after the time prescribed in para- 
graph (1) of this subsection.” 

Treaty Obligations, Section 214 of Act 
Sept. 23, 1950, provided that: “No amend- 
ment made by this Act [Act Sept. 23, 
1960] shall apply in any case where Its 
application would be contrary to any 
treaty obligation of the United States”. 

Text of Amendatory Kevenue Acta, 
Complete original text of Revenue Acts 
amending this section, 1939 to date, see 
volumes “Title 26— Internal Revenue 
Acts”. ^ 

Eeglslative History and Congressional 
Comment: For legislative history and 
purpose of Act Sept. 23, 1950, see 1950 
U.S Code Cong.Scrvice, p. 3053, See, also, 
Acts Aug. 28, 1950, 1950 XT.S.Code Cong. 
Service, p. 3287; Apr. 2, 1948, 1948 U.S. 
Code Cong, Service, p. 11^; Nov. 8, 1946, 

1945 U.S.Code Cong.Service, p. 814; May 
29, 1944, 1944 XJ.S.Code Cong.Service, p. 
1050. 
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§ 5^. Payment of estimated tax 

(a) In general. Tlie estimated tax shall be paid as follows: 

(1) If the declaration is filed on or before March 15 of the taxable 
year, the estimated tax shall be paid in four equal installments. The first 
installment shall be paid at the time of the filing of the declaration, the 
second and third on June 15 and September 15, respectively, of the 
taxable year, and the fourth on January 15 of the succeeding taxable 
year, 

(2) If the declaration is filed after March 15 and not after June 15 
of the taxable year, and is not required by section 58(d) to be filed on 
or before March 15 of the taxable year, the estimated tax shall be paid 
in three equal installments. The first installment shall be paid at the 
time of the filing of the declaration, the second on September 15 of the 
taxable year, and the third on January 15 of the succeeding taxable year. 

(3) If the declaration is filed after June 15 and not after September 
15 of the taxable year, and is not required by section 58(d) to be filed on 
or before June 15 of the taxable year, the estimated tax shall be paid 
in two equal installments. The first installment shall be paid at the 
time of the filing of the declaration, and the second on January 15 of 
the succeeding taxable year. 

(4) If the declaration is filed after September 15 of the taxable 
year, and is not required by section 68(d) to be filed on or before 
September 15 of the taxable year, the estimated tax shall be paid in 
full at the time of the filing of the declaration. 

(5) If the declaration is filed after the time prescribed in section 
58(d) (including cases in which an extension of time for filing the 
declaration has been granted under section 58(e)), paragraphs (2), 
(3), and (4) of this subsection shall not apply, and there shall be 
paid at the time of such filing all installments of estimated tax which 
would have been payable on or before such time if the declaration had 
been filed within the time prescribed in section 58(d), and the remaining 
Installments shall be paid at the times at which, and in the amounts 
in which, they would have been payable if the declaration had been 
so filed. 

(b) Amendments of declaration. If any amendment of a declara- 
tion is filed, the remaining installments, if any, shall be ratably increased 
or decreased, as the case may be, to reflect the increase or decrease, 
as the case may be, in the estimated tax by reason of such amendment, 
and if any amendment is made after September 15 of the taxable year, 
any increase in the estimated tax by reason thereof shall be paid at the 
time of making such amendment. 

(c) Installments paid in advance. At the election of the individual, 
any installment of the estimated tax may be paid prior to the date 
prescribed for its payment. 

(d) Payment as part of tax for taxable year. Payment of the estimated 
tax, or any installment thereof, shall be considered payment on account 
of the tax for the taxable year. Assessment in respect of the estimated 
tax shall be limited to the amount paid. June 9, 1943, 7 p. m., E. W. T., 
c. 120, § 5(a), 57 Stat. 143, amended May 29, 1944, 7 p. m., E. W. T., 
c. 210. Part I, § 13(a), 58 Stat. 243. 


Historical Note 


1944 Ameaiament. Section amended 
generally by Act May 29, 1944, which 
among other changes added subsecs (b) 
and (c) and incorporated former subsec. 
(b) in subsec. (d). 


1943 Amendment. Act June 9, 1943, 
omitted Act Feb. 10, 1939, c, 2, § 69, 03 
Stat. 32, which related to cross refer- 
ences to other sections and inserted, in 
lieu thereof, text relating to payment of 
estimated tax. 


102 



RETURNS AND PAYMENT OF TAX 


§60 


ESTective Date of Amendmcroit. 

Section 2 of Act May 29, 1944, provided 
that the amendment of this section was 
made applicable to taxable years begin- 
ning after Dec. 31, 1943 

Effective Date of 1943 Amendment. 
Section 5(f) of Act June 9, 1943, provid- 
ed that the amendment of this section 
was made effective with respect to tax- 
able years beginning after Dec. 31, 1942. 


Special Rule for 1944. See note set 
out under section 58 of I.R.C.1939. 

Text of Amendatory Revenue Acts. 
Complete original text of Revenue Acts 
amending this section, 1939 to date, see 
volumes “Title 28 — Internal Revenue 
Acts”. 

Congressional Comment; For legisla- 
tive history and purpose of Act May 20, 
1944, see 1944 U.S.Code Cong Service, p. 
1056. 


§ 60. Special rules for application of sections 58 and 59 

(a) Farmers. In the case of an individual whose estimated gross 
income from farming for the taxable year is at least two-thirds of the 
total estimated gross income from all sources for the taxable year, in 
lieu of the time prescribed in section 58(d), the declaration for the tax- 
able year may be made at any time on or before January 15 of the suc- 
ceeding taxable year; and if such an individual flies a return on or be- 
fore January 31 of the succeeding taxable year, and pays in full the 
amount computed on the return as payable, such return shall have the 
same effect as that prescribed in section 58(d) (3) in the case of a return 
filed on or before January 15. 

(b) Application to short taxable years. The application of sections 
58, 59, and 294(d), and of subsection (a) of this section, to taxable 
years of less than twelve months shall be as prescribed in regulations 
prescribed by the Commissioner with the approval of the Secretary. 

(c) Fiscal years. In the application of sections 58 and 59, and 
subsection (a) of this section, to the case of a taxable year beginning 
on any date other than January 1, there shall be substituted, for the 
months specified therein, the months which correspond thereto. June 9, 

1943, 7 p. m., E. W. T., c. 120, § 6(a), 57 Stat. 143, amended Feb. 25, 

1944, 12:49 p. m., E. W. T., c.' 63, Title I, § 118(b), 58 Stat. 38; May 
29, 1944, 7 p. m., E. W. T., c. 210, Part I, § 13(a), 58 Stat. 244; Oct, 25, 
1949, c. 720, § 1. 63 Stat. 891. 


Historical Kote 


1949 Amendimeint. Siibsec. (a) amend- 
ed by Act Oct. 25, 1949, to provide that 
if a farmer on a calendar-year basis files 
his Income-tax return on or before Jan. 
31 following the close of the year, and 
pays in full the amount computed on the 
return as payable, such return and pay- 
ment shall also be considered as the 
declaration and payment of estimated tax 
now required to be returned on or before 
Jan. 15. 

1944 Amendment. Section amended 
generally by Act May 29, 1944, which 
among other changes changed the defini- 
tion of fanners so that the receipt of 
two- thirds of the income rather than 80 
per cent from agricultural sources will 
qualify a taxpayer as a farmer. 

Subsec. (b) amended by Act Feb. 25, 
1944, which struck out “294(a) (3), (4), 
and (5)” and Inserted in lieu thereof 
“294(d)”. 

1943 Amendment. Act June 0, 1943, 
omitted Act Feb 10, 1939, c. 2, § 60, 53 
Stat. 32, which related to cross references 
to other sections of I.R,C.1939 and insert- 
ed, in lien thereof, text relating to spe- 


cial rules for application of sections 58 
and 59. 

Effective Date of 1944 Amendment. 
Section 2 of Act May 29, 1944, provided 
that the amendment of this section was 
made applicable to taxable years begin- 
ning after Dec. 31, 1943. 

Section 118(c) of Act Feb. 25, 1944, pro- 
vided that the amendment of subsec, (b) 
was made applicable to taxable years be- 
ginning after Dec. 31, 1942. 

Effective Date of 1943 Amendment. 
Section 5(f) of Act June 9, 1943, pro- 
vided that the amendment of this section 
was made effective with respect to tax- 
able years beginning after Dec. 31, 1942. 

Treaty Obligations. Section 136 of Act 
Eebw 25, 1944, provided as follows: “No 
amendment made by this title [sections 
101—137 of 1944 Act] shall apply in any 
case where its application would be con- 
trary to any treaty obligation of the 
United States.” 

Text of Amendatory Revenue Acts. 
Complete original text of Revenue Acts 
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Consnrefssienal Comment: For legisla- 
tive Mstory and purpose of Act May 29, 
IMA see 1M4 XJ.S.Code Cong.Service, p. 
1050. 


PABT VI— MISCEI/XrANEOUS PBOVISIONS 

§ 61. Laws made applicable 

All administrative, special, or stamp provisions of law, including the 
law relating to the assessment of taxes, so far as applicable, shall he 
extended to and made a part of this chapter. 53 St at. 32. 

§ 62. Bales and regulations 

The Commissioner, with the approval of the Secretary, shall prescribe 
and publish all needful rules and regulations for the enforcement of this 
chapter. 53 Stat. 32. 

§ 63. Publication of statistics 

The Commissioner, with the approval of the Secretary, shall prepare 
and publish annually statistics reasonably available with respect to the 
operation of the income, war-profits and excess-profits tax laws, including 
classifications of taxpayers and of income, the amounts allowed as de- 
ductions, exemptions, and credits, and any other facts deemed pertinent 
and valuable. 53 Stat. 32. 

§ 64. Definitions 

For definitions of a general character, see section 3797. 

53 Stat. 32. 


SUBCHAPTEB C. — SUPPLEMENTAL PROVISIONS 
SUPPLEMENT A— BATES OP TAX 
[Supplementary to Subchapter B, Part I] 

§ 101. Exemptions from tax on corporations 

Except as provided in paragraph (12) (B) and in supplement U, the 
following organizations shall be exempt from taxation under this chap- 
ter — 

(1) Labor, agricultural, or horticultural organizations; 

(2) Repealed. Oct. 20, 1951, 2:07 p. m., E.S.T., c. 521, Title III, § 313 
(a), 65 Stat. 490. 

(3) Fraternal beneficiary societies, orders, or associations, (A) 
operating under the lodge system or for the exclusive benefit of the 
members of a fraternity itself operating under the lodge system; and 
(B) providing for the payment of life, sick, accident, or other benefits 
to the members of such society, order, or association or their dependents; 

(4) Credit unions without capital stock organized and operated for mu- 
tual purposes and without profit; and corporations or associations with- 
out capital stock organized prior to September 1, 1951, and operated for 
mutual purposes and without profit for the purpose of providing reserve 
funds for, and insurance of, shares or deposits in — 

(A) domestic building and loan associations, 

(B) cooperative banks without capital stock organized and operated 
for mutual purposes and without profit, or 

(C) mutual savings banks not having capital stock represented by 
shares; 
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(5) Cemetery companies owned and operated exclnsiyely for t3ie bm- 
efit of their members or which are not operated for profit; and any 
corporation chartered solely for burial purposes as a cemetery corpo- 
ration and not permitted by its charter to engage in any business not 
necessarily incident to that purpose, no part of the net earnings of 
which inures to the benefit of any private shareholder or individual; 

(6) Corporations, and any community chest, fund, or foundation, or- 
ganized and operated exclusively for religious, charitable, scientific, liter- 
ary, or educational purposes, or for the prevention of cruelty to children or 
animals, no part of the net earnings of which inures to the benefit of any 
private shareholder or individual, and no substantial part of the activities 
of which is carrying on propaganda, or otherwise attempting, to influence 
legislation. For loss of exemption under certain circumstances, see sec- 
tions 3813 and 3814; 

(7) Business leagues, chambers of commerce, real-estate boards, or 
boards of trade, not organized for profit and no part of the net earnings 
of which inures to the benefit of any private shareholder or individual; 

( 8 ) Civic leagues or organizations not organized for profit but operated 
exclusively for the promotion of social welfare, or local associations 
of employees, the membership of which is limited to the employees of a 
designated person or persons in a particular municipality, and the net 
earnings of which are devoted exclusively to charitable, educational, or 
recreational purposes; 

(9) Clubs organized and operated exclusively for pleasure, recreation, 
and other nonprofitable purposes, no part of the net earnings of which 
inures to the benefit of any private shareholder; 

(10) Benevolent life insurance associations of a purely local char- 
acter, mutual ditch or irrigation companies, mutual or cooperative tele- 
phone companies, or like organizations; but only if 85 per centum or 
more of the income consists of amounts collected from members for the 
sole purpose of meeting losses and expenses; 

(11) Mutual insurance companies or associations other than life or 
marine (including interinsurers and reciprocal underwriters) if the 
gross amount received during the taxable year from interest, dividends, 
rents, and premiums (including deposits and assessments) does not exceed 
175,000; 

(12) (A) Farmers’, fruit growers’, or like associations organized and 
operated on a cooperative basis (a) for the purpose of marketing the 
products of members or other producers, and turning back to them the 
proceeds of sales, less the necessary marketing expenses, on the basis 
of either the quantity or the value of the products furnished by thena, 
or (b) for the purpose of purchasing supplies and equipment for the use 
of members or other persons, and turning over such supplies and equlp-^ 
ment to them at actual cost, plus necessary expenses. Exemption shall 
not be denied any such association because it has capital stock. If. the 
dividend rate of such stock is fixed at not to exceed the legal rate of inter- 
est in the State of incorporation or 8 per centum per annum, whichever 
Is greater, on the value of the consideration for which the stock was is- 
sued, and if substantially all such stock (other than nonvoting preferred 
stock, the owners of which are not entitled or permitted to participate, dir 
rectly or Indirectly, in the profits of the association, upon dissolution or 
otherwise, beyond the fixed dividends) is owned by producers Who mar- 
ket their products or purchase their supplies and equipment through the 
association; nor shall exemption be denied any such association because 
there is accumulated and maintained by it a reserve required by State 
law or a reasonable reserve for any necessary purpose. Such, an assQcla- 
tion may market the products of nonmembers in an amount the value of 
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which does not exceed the Yalne of the products marketed for members, 
and may purchase supplies and equipment for non members in an amount 
the value of which does not exceed the value of the supplies and equip- 
ment purchased for members, provided the value of the purchases made 
for persons who are neither members nor producers does not exceed 15 
per centum of the value of all its purchases. Business done for the 
United States or any of its agencies shall be disregarded in determining 
the right to exemption under this paragraph; 

(B) An organization exempt from taxation under the provisions of sub- 
paragraph (A) shall be subject to the taxes imposed by sections 13 and 
15, or section 117 (c) (1), except that in computing the net income of 
such an organization there shall be allowed as deductions from gross in- 
come (in addition to other deductions allowable under section 23) — 

(i) amounts paid as dividends during the taxable year upon its 
capital stock, and 

(ii) amounts allocated during the taxable year to patrons with re- 
spect to its income not derived from patronage (whether or not such 
income was derived during such taxable year) whether paid in cash, 
merchandise, capital stock, revolving fund certificates, retain certifi- 
cates, certificates of indebtedness, letters of advice, or in some other 
manner that discloses to each patron the dollar amount allocated 
to him. Allocations made after the close of the taxable year and on 
or before the fifteenth day of the ninth month following the close of 
such year shall be considered as made on the last day of such taxable 
year to the extent the allocations are attributable to income derived 
before the close of such year. 

Patronage dividends, refunds, and rebates to patrons with respect to 
their patronage in the same or preceding years (whether paid in cash, 
merchandise, capital stock, revolving fund certificates, retain certificates, 
certificates of indebtedness, letters of advice, or in some other manner 
that discloses to each patron the dollar amount of such dividend, refund, 
or rebate) shall be taken into account in computing net income in the same 
manner as in the case of a cooperative organization not exempt under sub- 
paragraph (A). Such dividends, refunds, and rebates made after the 
close of the taxable year and on or before the 15th day of the ninth 
month following the close of such year shall be considered as made on 
the last day of such taxable year to the extent the dividends, refunds, or 
rebates, are attributable to patronage occurring before the close of such 
year. 

(13) Corporations organized by an association exempt under the pro- 
visions of paragraph (12), or members thereof, for the purpose of 
financing the ordinary crop operations of such members or other pro- 
ducers, and operated in conjunction with such association. Exemption 
shall not be denied any such corporation because it has capital stock, if 
the dividend rate of such stock is fixed at not to exceed the legal rate of 
interest in the State of incorporation or 8 per centum per annum, 
whichever is greater, on the value of the consideration for which the 
stock was issued, and if substantially all such stock (other than non- 
voting preferred stock, the owners of which are not entitled or permitted 
to participate, directly or indirectly, in the profits of the corporation, 
upon dissolution or otherwise, beyond the fixed dividends) is owned by 
such association, or members thereof; nor shall exemption be denied 
any such corporation because there is accumulated and maintained by it 
a reserve required by State law or a reasonable reserve for any necessary 
purpose; 

(14) Corporations organized for the exclusive purpose of holding 
title to property, collecting income therefrom, and turning over the 
entire amount thereof, less expenses, to an organization which Itself 
is exempt from the tax imposed by this chapter; 
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(15) Corporations organized under Act of Congress, if sucli corpo- 
rations are instrumentalities of tlie United States and if, under sucli 
Act, as amended and supplemented, such corporations are exempt from 
Federal income taxes; 

(16) Voluntary employees' beneficiary associations proYiding for the 
payment of life, slch, accident, or other benefits to the members of such 
association or their dependents, if (A) no part of their net earnings inui'es 
(other than through such payments) to the benefit of any private share- 
holder or individual, and (B) 85 per centum or more of the income 
consists of amounts collected from members and amounts contributed to 
the association by the employer of the members for the sole purpose of 
making such payments and meeting expenses; 

(17) Teachers' retirement fund associations of a purely local char- 
acter, if (A) no part of their net earnings inures (other than through 
payment of retirement benefits) to the benefit of any private shareholder 
or individual, and (B) the income consists solely of amounts received 
from public taxation, amounts received from assessments upon the teach- 
ing salaries of members, and income in respect of investments; 

(18) Religious or apostolic associations or corporations, if such asso- 
ciations or corporations have a common treasury or community treasury, 
even if such associations or corporations engage in business for the 
common benefit of the members, but only if the members thereof include 
(at the time of filing their returns) In their gross income their entire 
pro-rata shares, whether distributed or not, of the net income of the 
association or corporation for such year. Any amount so included in the 
gross Income of a member shall be treated as a dividend received. 

(19) Voluntary employees’ beneficiary associations providing for the 
payment of life, sick, accident, or other benefits to the members of such 
association or their dependents or their designated beneficiaries, if (A) 
admission to membership in such association is limited to individuals who 
are oflicers or employees of tbe United' States Government, and (B) no 
part of the net earnings of such association inures (other than through 
such payments) to the benefit of any private shareholder or individual. 

An organization operated for the primary purpose of carrying on a trade 
or business for profit shall not be exempt under an^ ]^aragraph of this 
section on the ground that all of its profits are payable to one or more 
organizations exempt under this section from taxation. For the purposes 
of this paragraph the term “trade or business" shall not include the rental 
by an organization of its real property (including personal property leased 
with the real property) . ) . 

Notwithstanding paragraph (12) (B) and supplement U, an organiza- 
tion described in this section (other than in the preceding paragraph) 
shall be considered an organization exempt frpm income taxes for the 
purpose of any law which refers to organizations exempt from income 
taxes. 

53 Stat. 33, amended June 29, 1939, 10 p. m., E. S. T., c. 247, Title 11, 
§ 217, 53 Stat. 876; Oct. 21, 1942, 4:30 p. m., B. W. T., c. 619, Title I, 
§§ 137(a), 166(a), 56 Stat. 836, 872; Sept. 23, 1950, 3:16 p. m., E. D. T., 
c. 994, Title III, Pt. I, § 301(b), (c), Pt. Ill, § 332(c), 64 Stat. 950, 963, 
969; Oct. 20, 1961, 2:07 p. m., B. S. T,, c. 621, Title III, §§ 313(a), (b), 
314(a), (b), 66 Stat. 490. 


Historical Note 

1951 AmieiLdiiiciiLt. Opening paragraph Subsec. (2) repealed by Act Oct. 20, 
amended by Act Oct. 20, 1951, f 3a4(b), 1951, f 313(a). S|ubject matter is now 

which Inserted “in paragraph, X12) (B) covered by subsec. (4) ((2). 

and". 
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Subsec. (4) amended by Act Oct. 20, 
1951, § 313(b), to exclude from exemp- 
tion proTisions building and loan asso- 
ciations and cooperative banks. 

Subsec. (12) amended by Act Oet. 20, 
1951, § 314(a), to insert “(A)” immedi- 
ately following "(12)", and to add para- 
graph "(B)", 

Bast sentence amended by Act Oct. 20, 
1951, § 314(b), which inserted '‘para- 
graph (12) (B) and". 

1950 Amendment. Act Sept 23, 1950, 
amended section by substituting "Except 
m provided in supplement U, the follow- 
ing organizations shall be exempt" in 
ileu of "The following organizations 
ahall be exempt”, by substituting “leg- 
islation. Eor loss of exemption under 
certain circnmstances, see sections 3813 
and 3814" in lieu of “legislation;” in 
paragraph (6), and hy adding last two 
paragraphs. 

1942 Amendment. Subsecs. (11) and 
(10) amended by Act Oct. 21, 1942. 

Suhsec. (11), prior to the 1942 amend- 
ment, applicable to taxable years begin- 
ning after Dec. 31, 1941, read as follows: 
"Farmers’ or other mutual hail, cyclone, 
casualty, or fire insurance companies or 
associations (including interinsurers and 
reciprocal underwriters) the income of 
which is nsed or held for the purpose 
-of paying losses or expenses.” 

In subsec. (16), the amendment of 
1942, effective as if part of the Internal 
Kevenue Code on date of its enactment 
Feb. 10, 1939, added the words “and 
amounts contributed to the association 
by the employer of the members”. 

1939 Amendment. Subsec. (19) added 
by Act June 29, 1939. 

IBiffective Date of 1951 Amendment. 
Amendment of first and last sentences 
and subsec, (12) made applicable only 
with respect to taxable years beginning 
after Dec. 31, 1951, by section 314(d) of 
Act Oct. 20. 1951. Repeal of subsec, (2) 
and amendment of subsec. (4) made ap- 
plicable only with respect to taxable 
years beginning after Dec. 31, 1951, hy 
section 313(j) of Act Oct. 20, 1951. 

Rffeetlve Date of 1950 Amendimeints. 
Amendment of section by Act Sept. 23, 
1950, as applicable only with respect to 
taxable years beginning after Dec, 31, 
1950, see note set out under section 421 
of I.R.C.1939. 


Effective Date of 1942 Amendxnent. Sec- 
tion 101 of Act Oct. 21, 1942, provided 
that the amendment of subsec. (11) was 
made applicable to taxable years begin- 
ning after Dec. 31, 1941. 

Amendment of subsec, (16) by Act Oct. 
21, 1942, § 137(a), was made effective by 
section 137(b) thereof as follows: 

“(b) For the purposes of the Internal 
Revenue Code [1939] and the Revenue 
Acts of 1928, 1932, 1934, 1936, and 1938, 
the amendments made to the Internal 
Revenue Code (to subsec. (16)) and those 
Acts by subsection (a) of this section 
shall be effective as if they were a part 
of the Internal Revenue Code and such 
revenue Acts on the respective dates of 
their enactment.” 

Effective Date of 1939 Amendnaent. 
Amendment adding subsec. (19) made 
applicable to taxable years beginning 
after Dee. 31, 1938 by section 217(b) of 
Act June 29, 1939. 

Exemption of Certain Organizations 
for Past Years. See section 302 of Act 
Sept. 23, 1950, as amended by section 691 
of Act Oct. 20, 1951, set out in volumes 
“Title 26 — Internal Revenue Acts". 

Employment Taxes. Section 137(c) of 
Act Oct. 21, 1942 provided that the 

amendment to subsec. 16 shall not apply 
to employment taxes imposed hy sections 
1400-1432 and 1600-16U of I.R.C.1939, or 
the corresponding provisions of a prior 
law. 

Treaty Obligations. Section 615 of Act 
Oct. 20, 1951, provided that: “No amend- 
ment made by this Act [Act Oct. 20, 1951] 
shall apply in any case where its applica- 
tion would he contrary to any treaty ob- 
ligation of the United States." 

Similar provisions were contained in 
the following Acts: 

1950— Sept. 23, 1950, 3:i{^ ,p. m., B.D.T., 
c. 994, Title II, § 214, 64 Stat. 937. 

1942— Oct. 2X 1942, 4*30 p. m., E.W.T., 
c. 619, Title I, § 109, 66 Stat. 808. 

Text of Amendatory Revenue Acts. 
Complete original text of Revenue Acta 
amending this section, 1939 to date, see 
volumes *‘Title 26 — Internal Revenue 
Acts”. 

legislative History: For legislative 
history and purpose of Act Oet. 20, 1951, 
see 1951 U.S.Code Cong Service, p. 1T81, 
See, also, Act Sept. 23, 1950, 1950 U.S. 
Code Cong. Service, p. 3053. 


§ 102. Surtax on corporations improperly accnmulatiiis sujqplus 

(a) Imposition of tax. There shall be levied, collected, and paid 
for each taxable year (in addition to other taxes imposed by this chapter) 
upon the net income of every corporation (other than a personal holding 
company as defined in sectioil 501 or a foreign personal holding company 
as defined in Supplement P) if such corporation, , however created or 
organized, is ' fprmed ot availed of for ^the purpose of preventing the 
imposition ot thC surtax upon its shareholders or the '^harehbldets of any 
other corporation, through the medium of permitting earnings or profits 
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to accumulate instead of being divided or distributed, a surtax equal 
to the sum of the following: 

27% per centum of the amount of the undistributed section 102 net 
income not in excess of |100,000, plus 

38% per centum of the undistributed section 102 net income in 
excess of $100,000. 

(b) Prima facie evidence. The fact that any corporation is a mere 
holding or investment company shall be prima facie evidence of a pur- 
pose to avoid surtax upon shareholders. 

(c) Evidence determinative of purpose. The fact that the earnings 
or profits of a corporation are permitted to accumulate beyond the rea- 
sonable needs of the business shall be determinative of the purpose 
to avoid surtax upon shareholders unless the corporation by the clear 
preponderance of the evidence shall prove to the contrary. 

(d) Definitions. As used in this chapter — 

(1) Section 102 net income. The term "section 102 net income’" 
means the net income, computed without the benefit of the capital loss 
carry-over provided in section 117(e) from a taxable year which begins 
after December 31, 1940, and computed without the net operating loss 
deduction provided in section 23 (s), minus the sum of — 

(A) Taxes. Federal income, war-profits, and excess-profits taxes 
(other than the tax imposed by Subchapter E of Chapter 2 for a taxable 
year beginning after December 31, 1940) paid or accrued during the 
taxable year, to the extent not allowed as a deduction by section 23, 
but not including the tax imposed by this section or a corresponding 
section of a prior income-tax law. 

(B) Disallowed charitable, etc., contributions. Contributions or gifts 
payment of which is made within the taxable year, not otherwise allowed 
as a deduction, to or for the use of donees described in section 23 (o), 
for the purposes therein specified. For the purposes of the preceding 
sentence, payment of any contribution or gift shall be considered as 
made within the taxable year If and only if it Is considered for the pur- 
poses of section 23 (q) as made within such year. 

(O) Disallowed losses. Losses from sales or exchanges of capital 
assets which are disallowed as a deduction by section 117(d). 

(D) Long-term capital gains. The excess of the net long-term capital 
gain for the taxable year over the net short-term capital loss for such 
year, minus the taxes imposed by this chapter attributable to such excess. 
The taxes attributable to such excess shall be an amount equal to the dif- 
ference between (i) the taxes Imposed by this chapter (except the tax 
imposed by this section) for such year and (ii) such taxes computed for 
such year without Including such excess in net Income. 

(2) Undistributed section 102 net income. The term "undistributed 
section 102 net income" means the section 102 net income minus the 
basic surtax credit provided In section 27(b), but the computation of 
such credit under section 27(b) (!) shall be made without Its reduction 
by the amount of the credit provided In section 26(a), relating to interest 
on certain obligations of the United States and Government corporations, 

(e) Tax on personal holding companies. 

For surtax on personal holding companies, see section 500. 

(f) Income not placed on annual basis. Section 47(c) shall not ap- 
ply in the computation of the tax imposed by this section. 63 Stat. 35, 
amended June 29, 1939, Id p. m., E. S. T., c. 247, Title II, § 211(f), 63 
Stat. 868, Sept. 20, 1941, 12:16 p. m., E. S. T., c. 412, Title I, §§ 103(d), 
202(b), 65 Stat. 693, 700; Oct. 21, 1942, 4:30 p. m.. E. W. T., c, 619, 
Title I, §§ 106(e) (2), 135(b) (1), 138, 66 Stat. 807, 836, 836 ; Nov. 8, 
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1945, 5:17 p. m., E. S. T., c. 453, Title I, § 122(g) (5), 59 Stat. 570; 
Oct. 25, 1949, c* 720, § 3(b), 63 Stat. 892; Oct. 20, 1951, 2:07 p. m., 
E. S, T., c. 521, Title III, § 315(a), 65 Stat. 493. 


Historical Hote 


Koferences im Text. Subcliapter E of 
Chapter 2, referred to in snbsec. (d) (1) 
(A), relating to excess profits tax, was 
repealed as follows : sections 741 and 752 
by Act Oct. 21, 1942, 4:30 p. in, E.W T., 
c. 619, Title 11, §§ 224(b), 22S(b), 229 
(a) (1), 56 Stat. 920, 925, 931; sections 
710-736, 740, 742-744, 750, 751, 760, 761 
and 780-784 by Act Nov. 8, 1945, c. 453, 
Title I, § 122(a), 09 Stat. 568. 

1951 Amendment. Subsec. (d) (1) 
amended by Act Oct. 20, 1951, § 315(a), 
Mhich added subpar. (D). 

1949 Amendment. Sub sec (d) (1) (B) 
amended by Act Oct. 25, 1949, which add- 
ed last sentence to integrate provisions 
of section relating to charitable contribu- 
tions with new provisions of subsec. 
(q) of section 23 of I.K.C.1939. 

1945 Amendment. Subsec. (d) (1) 
amended by Act Nov. 8, 1945, whicb 
struch out subparagraph (D) thereof. 

1942 Amendment. Subsec. (d) amended 
and subsecs, (d) (D) and (f) added by 
Act Oct. 21, 1942. Prior to such amend- 
ment, subsec. (d) (1) read as follows: 
'‘Section 102 net income. The term 
‘section 102 net income* means the net 
income, computed without the net oper- 
ating loss deduction provided in sec- 
tion 23(s), minus the sum of — .*’ 

1941 Amendment. Subsec. (a) amend- 
ed by Act Sept. 20, 1941, § 103(d), which 
increased rates specified from “25 per 
centum” and “35 per centum” to “27^ 
per centum'* and per centum” re- 

spectively. 

Subsec. (d) (1) (A), amended by Act 
Sept. 20, 1941, § 202(b), which added the 
words “(other than the tax imposed by 
Subchapter E of Chapter 2 for a taxa- 
ble year beginning after December 81, 
1940).” 

1939 Amendment. Subsec. (d) (1) 

amended by Act June 29, 1939 Prior 
to the amendment, such paragraph read 
as follows: "Section 102 net Income. 
— The term ‘section 102 net income’ means 
the net income minus the sum of — 


election provided for in such amendments 
is made for any taxable year beginning 
before January 1, 1949 — 

“(1) the election for such year may 
be made (in lieu of at the time of the 
filing of the return for such year) at any 
time within one year after the date of 
the enactment of this Act [Oct. 25, 1949] ; 
but 

“(2) such election shall not be allowed 
unless the taxpayer, in accordance with 
regulations prescribed by the Commis- 
sioner with the approval of the Secre- 
tary, consents in writing to the assess- 
ment (within such period as may be 
agreed upon) of any deficiency, to the 
extent resulting from such election, for 
any other taxable year of the taxpayer, 
even though on the date of the filing of 
such consent such assessment is other- 
wise prevented by the operation of any 
law or rule of law.” 

Effective Date of 1945 Amendment. 

Section 122(g) of Act Nov. 8, 1945 pro- 
vided that the amendment of this section 
was made applicable to taxable years 
beginning after Dec. 31, 1945. 

Effective Date of 1942 Amendment. 

Section 101 of Act Oct. 21, 1942, provided 
that the amendment of this section was 
made, applicable to taxable years be- 

ginning after Dec. 31, 1941. 

Effective Date of 1941 Amendment. 

Sections 118 and 205 of Act Sept. 20, 1941, 
provided that the amendment of this 
section was made applicable to taxable 
years beginning after Dec. 31, 1940. 

Eiscal Tear Taxpayers. For taxable 
years beginning in 1945 and ending in 
1946, see sections 108 and 710 of I.R.C. 
1939. 

Treaty Obligations. Section 615 of Act 
Oct. 20, 1951, provided that; “No amend- 
ment made by this Act [Act Oct. 20^ 
1951] shall apply in any case where its 
application would be contrary to any 
treaty obligation of the United States.” 

Similar provisions were contained In 
the following Acts: 

1942— Oct. 21, 1942, 4:30 p. m., E.W.T., 
C. 619, Title I, § 109, 56 Stat. 808. 


Effective Date of 1951 Amendment. 
Amendment ©f subsec. (d) (1) by addi- 
tion of subparagraph (D) made applica- 
ble only with respect to taxable years 
beginning after Dec 31, 1960, by section 
315(b) of Act Oct. 20, 1961. 

Effective Date of 1949 Amendment. 
Section 3(c) of Act Oct. 25, 1949, pro- 
vided that: 

“The amendments made by this sec- 
tion [to sections 2S(q), 102(d) (1) (B), 
336(a) (2), 605(a) (2)] shall be applica- 
ble with respect to taxable years begin- 
ning after December 31, 1942. If the 


1941— Sept. 20, 1941, 12 :15 p. m., B.S T , 
c 412, Title I, § 108, 56 Stat. 696. 

Text of Amendatory Revenue Acts, 
Complete original text of Revenue Acts 
amending this section, 1939 to date, see 
volumes “Title 26 — Internal Revenue 
Acts”. 

Eegislative History and Congressional 
Oonuenentt For legislative history aud 
purpose of Act Oct. 20, 1951, see 1951 
U.S.Code Cong.Service, p. 1781. See, al- 
so, Act Not. 8, 1945, 1945 U.S.Code Cong. 
Service, p. 814. 
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§ 103. Bates of tax on citizens and corporations of certain foreign 
countries 

Whenever the President finds that, under the laws of any foreign 
country, citizens or corporations of the United States are feeing sub- 
jected to discriminatory or extraterritorial taxes, the President shall 
so proclaim and the rates of tax imposed by sections 11, 12, 13, 14, 
201(a), 204(a), 207, 211(a), 231(a), 362, and 400 shall, for the tax- 
able year during which such proclamation is made and for each tax- 
able year thereafter, be doubled in the case of each citizen and cor- 

poration of such foreign country; but the tax at such doubled rate 
shall be considered as imposed by sections 11, 12, 13, 14, 201(a), 2 04 
(a), 207, 211(a), 231(a), 362 and 400, as the case may be. In no case 

shall this section operate to increase the taxes imposed by such sec- 

tions (computed without regard to this section) to an amount in ex- 
cess of $0 per centum of the net income of the taxpayer. Whenever 
the President finds that the laws of any foreign country with respect 
to which the President has made a proclamation under the preceding 
provisions of this section have been modified so that discriminatory 
and extraterritorial taxes applicable to citizens and corporations of 
the United States have been removed, he shall so proclaim, and the 
provisions of this section providing for doubled rates of tax shall not 
apply to any citizen or corporation of such foreign country with re- 
spect to any taxable year beginning after such proclamation is made. 
63 Stat. 36, amended Oct. 21, 1942, 4:30 p. m., E. W. T., c. 619, Title 
I, §§ 163(b) (1), 172(c), 56 Stat. 870, 892; May 29, 1944, 7 p. m., E. 
W. T., c. 210, Part I, § 6(b) (3), 58 Stat. 234. 


Historical Note 


1044 Amendment. Act May 29, 1944, 
amended section by striking “and 450’* 
wherever appearing and inserting in 
lieu thereof “and 400”. 

1042 Amendment. Act Oct 21, 1942, 
corrected references to other sections. 

Effective Date of 1044 Amendment. 
Section 2 of Act May 20, 1944, provided 
that the amendment of this section was 
made applicable to taxable years begin- 
ning after Dec. 31, 1943, 

Effective Date of 1942 Amendment. 
Amendment by section 163(b) (1) of 

Act Oct. 21, 1942, was made applicable 
to taxable years beginning after Dec. 31, 
1942, by section 101 thereof, and amend- 
ment by section 172(c) of said Act Oct. 


21, 1942, was made effective Jan. 1, 1943, 
by section 172(g) thereof. 

Treaty Obligations. Section 109 of 
Act Oct. 21, 1042 provided as follows: 
“No amendment made by this title [sec- 
tions 101-172, 181-186 of 1942 Act] shall 
apply in any case where its application 
would be contrary to any treaty obliga- 
tion of the United States.” 

Text of Amendatory Beveuue Acts. 
Complete original text of Revenue Acts 
amending this section, 1039 to date, see 
volumes “Title 26 — Internal Revenue 
Acts”, 

Congressional Comment: For legisla- 
tive history and purpose of Act May 29, 
1944, see 1944 U.S.Code Cong.Service, p. 
105G. 


§ 104. Banlfis and trust compaules^ — (a) definition 

As used in this section the term "bank'' means a bank or trust company 
incorporated and doing business under the laws of the United States (in- 
cluding laws relating to the District of Columbia), of any State, or of any 
Territory, a substantial part of the business of which consists of receiving 
deposits and making loans and discounts, or of exercising fiduciary pow- 
ers similar to those permitted to national banks under section 11 (k) of 
the Federal Reserve Act, 38 Stat. 262 (U.S.C., Title 12, § 248k), as 
amended, and which is subject by law to supervision and examination by 
State, Territorial or Federal authority having supervision over banking 
institutions. Such term also means a domestic building and loan associa- 
tion. 

(b) Bate of tax. Banks shall be subject to tax under section 13 or 
section 14(b)» and under section 15. 53 Stat. 36, amended June 29, 

111 



§104 INCOME TAX— SUPPLEMENT PROVISIONS 

1939, 10 p. m., E. S. T., c. 247, Title II, } 202, 53 Stat 865; Sept. 20, 
1941, 12:15 p. m., E. S. T., c. 412, Title I, § 104(c), 55 Stat. 694; Oct. 
20, 1961, 2:07 p. m., E. S. T., c. 520, Title III, $ 313(li). 65 Stat. 491. 


Historieal Note 


1951 Amendment. Snbsec. (a) amend- 
ed by Act Oct. 20, 1951, § 313(li), to add 
at end thereof “Such term ♦ • ♦ loan 
association’\ 

1941 Amendment. Snbsec. (b) amended 
by Act Sept. 20. 1941. 

19S9 Amendment. Snbsec. (b) amended 
by Act June 29, 1939. Prior to said 
amendment snbsec. (b) read as follows: 

“Pate of tax, Banks shall be taxable 
under section 14(d). “ 

Effective Date of 1061 Amendment. 
Amendment of snbsec. (a) made appli- 
cable only with respect to taxable years 
beginning after Dec. 31, 1951 by section 
313 (j) of Act Oct 20, 1951, 

Effective Date of 1941 Amendment. 
Section 118 of Act Sept. 20, 1941, provid- 
ed that the amendment of this section 
was made applicable only with respect 
to taxable years beginning after Dec. 
31, 1940. 


Effective Date ef 1939 Amendment. 
Section 229 of Act June 29, 1939 provided 
that the amendment of snbsec. (b) was 
made applicable to taxable years be- 
ginning after Dec. 31, 1939. 

Treaty Obligations. Section 616 of Act 
Oct. 20, 1951, provided that: “No amend- 
ment made by this Act [Act Oct. 20, 
1951] shall apply in any case where its 
application would be contrary to any 
treaty obligation of the United States.” 

Similar provisions were contained in 
the following Act: 

l^_-.Sept. 20, 1941, 12:15 p. m., B.S.T., 
c. 412, Title I, S 108, 55 Stat 695. 

Text of Amendatory Bevenne Acts. 
Complete original text of Bevmine Acts 
amending this section, 1939 to date, 
volumes “Title 26 — Internal Bevenne 
Acts”. 

liOgislative History; For legislative 
history and purpose of Act Oct. 20, 1951, 
see 1951 U.S.Code Cong.Service, p. 1781. 


§ 105. Sale of oil or gas properties 

In the case of a bona fide sale of any oil or gas property, or any 
interest therein, where the principal value of the property has been 
demonstrated by prospecting or exploration or discovery work done 
by the taxpayer, the portion of the tax imposed by section 12 attributable 
to such sale shall not exceed 30 per centum of the selling price of snch 
property or interest. 63 Stat. 36. 


§ 106. Claims against United States involving acquisition of property 
In the case of amounts (other than interest) received by a taxpayer 
from the United States with respect to a claim against the United 
States involving the acquisition of property and remaining unpaid for 
more than fifteen years, the portion of the tax imposed by section 12 
attributable to such receipt shall not exceed 30 per centum of the amount 
(other than interest) so received. 63 Stat. 36. 


§ 107. Compensatioxi for services rendered for a period of thirty-six 
months or more and back pay 

(a) Personal services. If at least 80 per centum of the total compen- 
sation for personal services covering a period of thirty-six calendar 
months or more (from the beginning to the completion of such services) 
is received or accrued in one taxable year by an individual or a part- 
nership, the tax attributable to any part thereof which is included In the 
gross income of any individual shall not be greater than the aggregate 
of the taxes attributable to such part had it been included in the gross 
income of such Individual ratably over that part of the period which 
precedes the date of such receipt or accrual. 

(b) Patent, copyright, etc. For the purposes of this subsection, the 
term ‘‘artistic work or invention**, in the case of an individual, means 
a literary, musical, or artistic composition of such individual or a patent 
or copyright covering an invention of or a literary, musical, or artistic 
composition of snch individual, the work on which by such individual 
covered a period of thirty-six calendar months or more from the begin- 
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ning to the completion of such composition or invention. If, in the 
taxable year, the gross income of any individual from a particular 
artistic work or invention by him is not less than 80 per centum of the 
gross income in respect of such artistic work or invention in the taxable 
year plus the gross income therefrom in previous taxable years and the 
twelve months immediately succeeding the close of the taxable year, the 
tax attributable to the part of such gross income of the taxable year which 
Is not taxable as a gain from the sale or exchange of a capital asset held 
for more than 6 months shall not be greater than the aggregate of the 
taxes attributable to such part had it been received ratably over that 
part of the period preceding the close of the taxable year but not more 
than thirty-six calendar months. 

(c) Fractional parts of a month. For the purposes of this section 
a fractional part of a month shall be disregarded unless It amounts 
to more than half a month in which case it shall be considered as a month. 

(d) Back pay. 

(1) In general. If the amount of the back pay received or accrued 
by an individual during the taxable year exceeds 15 per centum of the 
gross Income of the individual for such year, the part of the tax at- 
tributable to the inclusion of such back pay in gross income for the 
taxable year shall not be greater than the aggregate of the increases 
in the taxes which would have resulted from the inclusion of the re- 
spective portions of such back pay in gross income for the taxable 
years to which such portions are respectively attributable, as deter- 
mined under regulations prescribed by the Commissioner with the ap- 
proval of the Secretary. 

(2) Definition of back pay. For the purposes of this subsection, 
“back pay” means (A) remuneration, Including wages, salaries, retire- 
ment pay, and other similar compensation, which is received or accrued 
during the taxable year by an employee for services performed prior 
to the taxable year for his employer and which would have been paid 
prior to the taxable year except for the intervention of one of the follow- 
ing events; (i) bankruptcy or receivership of the employer; (ii) dispute 
as to the liability of the employer to pay such remuneration, which Is 
determined after the commencement of court proceedings; (iii) if the 
employer is the United States, a State, a Territory, or any political sub- 
division thereof, or the District of Columbia, or any agency or instru- 
mentality of any of the foregoing, lack of funds appropriated to pay such 
remuneration; or (iv) any other event determined to be similar in 
nature under regulations prescribed by the Commissioner with the ap- 
proval of the Secretary; and (B) wages or salaries which are received 
or accrued during the taxable year by an employee for services performed 
prior to the taxable year for his employer and which constitute retro- 
active wage or salary increases ordered, recommended, or approved by 
any Federal or State agency, and made retroactive to any period prior 
to the taxable year; and (C) payments which are received or accrued 
during the taxable year as the result of an alleged violation by an em- 
ployer of any State or Federal law relating to labor standards or prac- 
tices, and which are determined under regulations prescribed by the 
Commissioner with the approval of the Secretary to be attributable to a 
prior taxable year. Amounts not includible in gross income under this 
chapter shall not constitute “back pay”. 

(e) Tax on self-employment income. This section shall be applied 
without regard to, and shall not affect, the tax imposed by subchapter E, 
relating to tax on self-employment income. Added June 29, 1939, 10 p. m., 
E. S. T., c. 247, Title II, § 220(a), 63 Stat, 878» amended Oct. 21, 1942, 
4:30 p. m., E. W. T., c. 619, Title I, § 139(a), 66 Stat, 837; F€>b. 25, 1944, 
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12:49 p. m., E. W. T., c. 63, Title I, § 119(a, b), 58 Stat. 39; Aug. 28, 
1950, c. 809, Title II, § 208(d) (5), 64 Stat. 544. 


Historical Note 


1950 Amendment. Subsec. (e) added by 
Act Aug. 28, 1950. 

1944r Amendment. Catchline amended 
by the addition of ‘'and back pay” and 
subsec. (d) added by Act Feb. 25, 1044. 

1942 Amendment. Act Oct, 21, 1942, 
among other changes, divided section, 
into subsecs., inserting new matter in 
subsec. (b). 

EfTcsctive Date ol 1944 Amendment. 

Amendments made by Act Feb, 25, 1944, 
were made applicable to taxable years be- 
ginning after Dec. 31, 1940, by section 119 
(c) thereof. 

Effective Date of 1942 Amendment. Sec- 
tion 139(b) of Act Oct. 21, 1942, provided 
as follows: “(b) The amendment made 
by subsection (a) [to section 107] shall be 
applicable to taxable years beginning 
after December 31, 1940, but with re- 
spect to a taxable year beginning after 
December 31, 1940, and not beginning 
after December 31, 1941, the period speci- 
fied in such subsection shall be sixty 
months in lieu of thirty-six months, and 
the percentage specified in such subsec- 

§ 108. Fiscal year taxpayers 

(a) Taxable years beginning in 1941 and. ending after June SO, 1942. 
In the case of a taxable year beginning in 1941 and ending after June SO, 
1942, the tax imposed by sections 11, 12, 13, 14, and 15 shall be — 

(1) Corporations. In the case of a corporation an amount equal to 
the sum of — 

(A) that portion of a tentative tax, computed as if the law applicable 
to taxable years beginning on January 1, 1941, were applicable to such 
taxable year, which the number of days in such taxable year before July 
1, 1942, bears to the total number of days in such taxable year, plus 

(B) that portion of a tentative tax, computed as if the law applicable 
to taxable years beginning on January 1, 1941, were applicable to such 
taxable year, but as if the amendments made by sections 105(a), (b) 
(other than those relating to dividends on the preferred stock of public 
utilities), (c), (d), and (e) (1), 202, and 206 of the Revenue Act of 
1942 were applicable to such taxable year, which the number of days 
in such taxable year after June 30, 1942, bears to the total number of 
days in such taxable year. 

(2) Taxpayers other than corporations. In the case of a taxpayer 
other than a corporation, an amount equal to the sum of — 

(A) that portion of a tentative tax, computed as if the law applicable 
to taxable years beginning on January 1, 1941, were applicable to such 
taxable year, which the number of days in such taxable year before July 
1, 1942, bears to the total number of days in such taxable year, plus 

(B) that portion of a tentative tax, computed as if the law applicable 
to taxable years beginning on January 1, 1941, were applicable to such 
taxable year, but as if the amendments made by sections 102 and 103 
of the Revenue Act of 1942 were applicable to such taxable year, which 
the number of days in such taxable year after June 20, 1942, bears to the 
total number of days in such taxable year. 
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tion shall be 75 per centum in lieu of 80 
per centum.” 

Effective Date of 1939 Amendment. Sec- 
tion was made applicable to taxable 
years beginning after Dec. 31, 1938, by 
section 220(b) of Act June 29, 1939- 

Treaty Obligations. Section 136 of Act 
Feb. 25, 1944, provided as follows: “No 
amendment made by this title [sections 
101-137 of 1944 Act] shall apply in any 
case where its application would be con- 
trary to any treaty obligation of the 
United States.” 

Similar provisions were contained in 
the following Act : 

1942— Get. 21, 1942, 4:30 p. m.. E. W. T., 
c. 619, Title I, § 109, 56 Stat. 808 

Text of Amendatory Bevenue Acts. 
Complete original text of Revenue Acts 
amending this section, 1939 to date, see 
volumes “Title 26 — Internal Revenue 
Acts”. 

Eegislative History: For legislative 
history and purpose of Act Aug 28, 1950, 
see 1950 U.S Code Cong Service, p. 3287. 
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(b) Taxable years beginning in 1943 and ending in 1944. In the 
case of a taxable year beginning in 1943 and ending in 1944, the tax 
imposed by sections 11, 12, 13, 14, 15, and 450 shall be — 

(1) Corporations. In the case of a corporation, an amount equal 
to the sum of — 

(A) that portion of a tentative tax, computed as if the law applicable 
to taxable years beginning on January 1, 1943, were applicable to such 
taxable year, which the number of days in such taxable year prior to 
January 1, 1944, bears to the total number of days in such taxable 
year, plus 

(B) that portion of a tentative tax, computed as if the law applicable 
to taxable years beginning on January 1, 1944, were applicable to such 
taxable year, which the number of days in such taxable year after De- 
cember 31, 1943, bears to the total number of days in such taxable year. 

(2) Taxpayers other than corporations. In the case of a taxpayer 
other than a corporation, an amount equal to the sum of — 

(A) that portion of a tentative tax, computed as if the law applicable 
to taxable years beginning on January 1, 1943, were applicable to such 
taxable year, which the number of days in such taxable year prior to 
January 1, 1944, bears to the total number of days in such taxable year, 
plus 

(B) that portion of a tentative tax, computed as if the law applicable 
to taxable years beginning on January 1, 1944, were applicable to such 
taxable year, which the number of days in such taxable year after Decem- 
ber 31, 1943, bears to the total number of days in such taxable year. 

(c) Taxable years beginning in 1945 and ending in 1946. In the case 
of a taxable year beginning in 1945 and ending in 1946, the tax imposed 
by sections 11, 12, 13, 14, 15, and 400 shall be an amount equal to the 
sum of — 

(1) that portion of a tentative tax, computed as if the law applicable 
to taxable years beginning on January 1, 1945, were applicable to such 
taxable year, which the number of days in such taxable year prior to Jan- 
uary 1, 1946, bears to the total number of days in such taxable year, plus 

(2) that portion of a tentative tax, computed as if the law applicable 
to years beginning on January 1, 1946, were applicable to such taxable 
year, which the number of days in such taxable year after December 31, 
1945, bears to the total number of days in such taxable year. 

(d) Taxable years of individuals beginning in 1947 and ending in 1948 . 
In the case of a taxable year of an individual beginning in 1947 and end- 
ing in 1948, the tax imposed by sections 11, 12, and 400 shall be an 
amount equal to the sum of — 

(1) that portion of a tax, computed as if the law applicable to taxable 
years beginning on January 1, 1947, were applicable to such taxable year, 
which the number of days in such taxable year prior to January 1, 1948, 
bears to the total number of days in such taxable year, plus 

(2) that portion of a tax, computed as if the law applicable to taxable 
years beginning on January 1, 1948, were applicable to such taxable year, 
which the number of days in such taxable year after December 31, 1947, 
bears to the total number of days in such taxable year. 

(e) Certain taxable years of individuals beginning before October 1 , 
1950 , and ending after September 30 , 1950 . In the case of a taxable year 
(other than one beginning on January 1, 1950, and ending on December 
31, 1960) of a taxpayer other than a corporation beginning before Octb- 
ber 1, 1950, and ending after September 30, 1960, the tax imposed by 
sections 11, 12, and 400 shall be an amount equal to the sum of — 
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(1) ttLat portion of a tentative tax, computed under the provisions of 
sections 11 (h), 12 (b) (2), 12 (c) (2), and 12 (d), or Table III of sec- 
tion 400, applicable to such taxable year, which the number of calendar 
months in such taxable year prior to October 1, 195 0, bears to the total 
number of calendar months in such taxable year, plus 

(2) that portion of a tentative tax, computed under the provisions of 
sections 11 (a), 12 (b) (1), 12 (d), and 12 (f), or Table I of section 400, 
applicable to years beg-inning on October 1, 1950, as if such provisions 
were applicable to such taxable year, which the number of calendar 
months in such taxable year after September 30, 1950, bears to the total 
number of calendar months in such taxable year. 

For the purposes of this subsection, a calendar month only part of which 
falls within the taxable year (A) shall be disregarded if less than 15 days 
of such month are included in such taxable year, and (B) shall be included 
as a calendar month within the taxable year if more than 14 days of such 
month fall within the taxable year. 

(f) Certain taxable years of corporations beginning before July 1, 1950, 
and ending alter June 30, 1950. In the case of a taxable year (other than 
one beginning on January 1, 19 50, and ending on December 31, 1950) of a 
corporation beginning before July 1, 1950, and ending after June 30, 1950, 
the tax imposed by sections 13, 14, and 15 shall be an amount equal to the 
sum of — 

(1) that portion of a tentative tax, computed under the provisions 
of sections 13 (b) (3), 14, and 15 (b) (3), applicable to such taxable 
year, which the number of days in such taxable year prior to July 1, 
19 50, bears to the total number of days in such taxable year, plus 

(2) that portion of a tentative tax consisting of — 

(A) a tentative normal tax of 25 per centum of the normal- 
tax net income, plus 

(B) a tentative surtax of 20 per centum of the surtax net 
income in excess of ^25,000, 

which the number of days in such taxable year after June 30, 1950, 
and before April 1, 1951, bears to the total number of days in such 
taxable year, plus (if the taxable year ends after March 31, 1951) 

(3) that portion of a tentative tax consisting of — 

(A) a tentative normal tax of 30 per centum of the normal- 
tax net income, plus 

(B) a tentative surtax of 20 per centum of the surtax net 
Income in excess of $25,000, 

which the number of days in such taxable year after March 31, 1951, 
bears to the total number of days in such taxable year. 

In computing for the purposes of paragraph (2) the normal-tax net In- 
come and the corporation surtax net income, the credits provided in sec- 
tion 26 applicable to taxable years beginning on July 1, 1950, shall be al- 
lowed In the manner and to the extent provided in sections 13 and 16 
applicable to years beginning on such date, except that such credits shall 
be applied without regard to the amendments made to section 26 by 
title 11 of the Excess Profits Tax Act of 1960. In computing for the pur- 
poses of paragraph (3) the normal-tax net income and the corporation 
surtax net income, the credits provided in section 26 applicable to tax- 
able years beginning on April 1, 1961, shall be allowed in the manner 
and to the extent provided in sections 13 and 16 applicable to years be- 
ginning on such date. 

(g) Certain taxable years of corporations beginning after June 30, 
1950, and before April 1, 1951. In the case of a taxable year (other 
than one beginning on January 1, 1961, and ending on December "31, 
1951) of a corporation beginning after June 30, 1960, and before April 
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1 , 1951, and ending after March 31, 1961, the tax imposed by sections 13 
and 15 shall be an amount equal to the sum of — 

(1) that portion of a tentative tax, computed under the provisions 
of sections 13 and 15 applicable to such taxable year, "which the 
number of days in such taxable year prior to April 1, 19 51, bears to 
the total number of days in such taxable year, plus 

(2) that portion of a tentative tax, computed under the provisions 
of sections 13 and 15 applicable to years beginning on April 1, 1951, 
as if such provisions were applicable to such taxable year, which the 
number of days in such taxable year after March 31, 1951, bears to 
the total number of days in such taxable year. 

(li) Certain taxable years of individuals beginning before November 1, 
1951, and ending after October SI, 1951. In the case of a taxable year 
(other than one beginning on January 1, 1951, and ending on December 
31, 1951) of a taxpayer, other than a corporation, beginning before No- 
vember 1, 1951, and ending after October 31, 1951, the tax imposed by 
sections 11 and 12, section 400, or section 421 (a) (2), shall he an 
amount equal to the sum of — 

(1) that portion of a tentative tax, computed under the provisions 
of sections 11 and 12, section 400, or section 421 (a) (2), applicable 
to such year, which the number of calendar months in such taxable 
year prior to November 1, 1951, bears to the total number of calen- 
dar months in such taxable year, plus 

(2) that portion of a tentative tax, computed under the provisions 
of sections 11 and 12, section 400, or section 421 (a) (2), applicable 
to years beginning on November 1, 1951, as if such provisions (other 
than the provisions relating to head of household) were applicable 
to such taxable year, which the number of calendar months in such 
taxable year after October 31, 1951, hears to the total number of cal- 
endar months in such taxable year. 

This subsection shall not apply in the case of a trust described in section 
421(b) (2) if the taxable year of such trust began before January 1, 1951. 

(I) Definition of calendar month. For the purposes of this section, a 
calendar month only part of which falls within a taxable year (1) shall 
be disregarded if less than 16 days of such month are included in such 
taxable year, and (2) shall be included as a calendar month within the 
taxable year if more than 14 days of such month fall within the taxable 
year. 

(J) Taxable years of individuals beginning in 1958 and ending in 1954. 
In the case of a taxable year of a taxpayer, other than a corporation, be- 
ginning before January 1, 1954, and ending after December 31, 1963, the 
tax imposed by sections 11 and 12, section 400, or section 421 (a) (2), 
ahall be an amount equal to the sum of — 

(1) that portion of a tentative tax, computed under the provisions 
of sections 11 and 12, section 400, or section 421 (a) (2), applicable 
to years beginning on January 1, 1953, which the number of calendar 
months in such taxable year prior to January 1, 1954, bears to the 
total number of calendar months in such taxable year, plus 

(2) that portion of a tentative tax, computed under the provisions 
of sections 11 and 12, section 400, or section 421 (a) (2), applicable 
to years beginning on January 1, 1964, as if such provisions were 
applicable to such taxable year, which the number of calendar months 
iin such taxable year after December 31, 1953, bears to the total 
number of calendar months in such taxable year. 

<k) Taxable years of corporations beginning before April 1, 1954, and 
•ending after March, 81, 1964. In the case of a taxable year of a corpo- 
catiozL beginning before April 1954, and ending after March 31, 1954, 

117 



§108 INCOME TAX— SUPPLEMENT PROVISIONS 


tlie tax imposed by sections 13 and 15, or section 421(a) (1), shall be an 
amount equal to the sum of — 

(1) that portion of a tentative tax, computed Under the provisions 
of sections 13 and 15, or section 421(a) (1), applicable to years begin- 
ning on January 1, 1953, which the number of days in such taxable 
year prior to April 1, 1954, bears to the total number of days in such 
taxable year, plus 

(2) that portion of a tentative tax, computed under the provisione 
of sections 13 and 15, or section 421(a) (1), applicable to years be- 
ginning on April 1, 1954, as if such provisions were applicable to such 
taxable year, which the number of days in such taxable year after 
March 31, 1954, bears to the total number of days in such taxable 
year. 

(I) Special classes of taxpayers. This section shall not apply to an in- 
surance company subject to Supplement G or an investment company sub- 
ject to Supplement Q- Added Oct. 21, 1942, 4:30 p. m., E. W. T., c. 619^ 
Title I, § 140(a), 56 Stat, 837, amended Feb. 25, 1944, 12:49 p. m., 
E. W. T., e. 63, Title I, § 108(a), 58 Stat. 32; Nov. 8, 1945, 5:17 p. m., 
E. S. T., c. 453, Title I, § 131(a), 59 Stat. 570; Apr. 2, 1948, 3:18 p. m., 
E. S. T., c 168, Title VI, § 601, 62 Stat. 136; Sept. 23, 1950, 3:15 p. m., 
E. D. T., c. 994, Title I, Pt. Ill, § 131(a), 64 Stat. 920; Jan. 3, 1951, 
10:13 a. m., c. 1199, Title II, § 203, 64 Stat. 1217; Oct. 20, 1951, 2:07 
p. m., E. S. T., c. 521, Title I, § 131(a), (c), 65 Stat. 471. 


Historical Note 


B«feirencefl in. Teact. Eevenue Act of 
1942, §§ 105 (a)- (e) (1), 202, 206, referred 
to in Bubsec. (a) (1) (B) , affected sections 
13(a) (2), 13(b) (2), 15, 23(c) (1) (B), 
23(c) (2), 26(b), (e), (f). (g), 710(a) (1), 
711(a) (1) (A), 711(a) (2) (C), 711(a) (1) 
(G), and 711(a) (2) (I) of I.K.C.1939. 

Berenne Act of 1942, §§ 102 and 103, 
referred to in snbsec. (a) (2) (B), af- 
fected sections 11 and 12(b) of I.B.C.1939. 

Title II of the Excess Profits Tax Act 
of 1950, referred to snbsec. (f) (2) was 
classified to sections 15(b) (1), 26(h) (1) 
(B), (i) (1), 108(f) (2), 207(a) (3) (A) 
(il), 362(b) (4), and 421(a) (1) of LB. 
C.1939. 

1951 Amendments. Subsec. (e) (2) 

amended by Act Oct 20, 1951, § 131(c) 

(1) , to insert “applicable to years begin- 
ning on October 1, 1930". 

Subsec. (f) amended by Acts Oct. 20, 
1951, § 131(a) and Jan. 3, 1951, Act Oct 
20, 1951 struck out former par. (2) and 
inserted in lieu thereof pars. (2) and (3) 
to provide rules for computation of taxes 
under the new rates. Act Jan. 3, 1951 
added last sentence to former par. (2). 

Subsecs. (g)~(k) added by Act Oct. 
20, 1951. § 131(a). 

Subsec. (0i formerly subsec. (g), re- 
numbered by Act Oct. 20, 1951, } 131(c) 

( 2 ) . 

1950 Amendment. Subsec. (e) amended 
by Act Sept. 23, 1950, $ 131(a), which 
struck out former subsec. (e) relating to 
special classes of taxpayers and insert- 
ed present provisions. 

Sub secs, (t) and (g) added by Act 
Sept. 23. 1950, § 131(a). 


1948 Amendment. Subsec. (d) added by 
Act Apr. 2, 1948, to take care of the tax- 
payers making returns on a fiscal year 
basis. 

Subsec. (e), formerly sub sec. (d), re- 
numbered by Act Apr. 2, 1948. 

1945 Amendment. -Sub sec. (c) added 
and subsec. (d), formerly subsec. (c), re- 
numbered by Act Nov. 8, 1945. 

1944 Amendment. Act Peh. 25, 1944^ 
amended section generally. 

Bffective Date of 1950 Amendments.. 
Section 131(b) of Act Sept. 23, 1950, pro- 
vided that the amendment of subsec. (e)- 
should not apply in the case of any tax- 
able year described in sub secs, (a) -(c) ot 
this section. 

Effective Date of 1944 Amendment. Act 
Feb. 25, 1944, provided as follows: “Sec- 
tion 108(a) of the Internal Bevenue Code, 
[1939] as amended by subsection (a) of 
this section, shall be applicable to taxable 
years beginning in 1941 and ending after 
June 30, 1942. The other amendments, 
made by subsection (a) of this section 
shall be applicable only to taxable years 
beginning in 1943 and ending in 1944.'* 

Effective Date of 1942 Amendment. Sec- 
tion 140 of Act Oct, 21, 1942, provided that 
the amendment of this section was made 
applicable to taxable years beginning in 
1941 and ending after June 30, 19-^. 

Computation of In Case of Certaliik 
Joint Beturns. Effective date of 1951 
amendments with respect to computationr 
of tax in case of certain joint returns,, 
see note set out under section 12 of I.R.. 


C.1939. 
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Treaty Obligrations. Section 615 of Act 
Oct. 20, 1951, provided that. *‘No amend- 
ment made by this Act [Act Oct 20, 1951] 
shall apply m any case where its appli- 
cation would be contrary to any treaty 
obligation of the United States.” 

Similar provisions were contained in 
the following Acts* 

1950— Sept. 23, 1950, 3:15 p m., E D. 

T, c. 994, Title II, § 214, 64 Stat. 

937. 

1944— Feb 25, 1944, 12:49 p. m., E W. 

T , c. 63, Title I, § 136, 58 Stat 53 
1942— Oct. 23, 1942, 4:30 p, m., E W. 

T., c. G19, Title I, § 109, 56 Stat- 808. 


Text of Amendatory Bevenne Acts* 
Complete original text of Revenue Acts 
amending this section, 1939 to date, 
see volumes “Title 26 — Internal Revenue 
Acts”. 

liOgislative History and Congressional 
Comment: For legislative history and 
purpose of Act Oct 20, 1951, see 1961 
U S Code Cong Service, p. 1781. See, also, 
Acts Jan. 3, 1951, 1950 U.S.Code Cong. 
Service, p. 4027; Sept 23, 1950, 1950 U.S. 
Code Cong Service, p. 3053 ; Apr 2, 1948, 
1948 U S.Code Cong.Service, p 541; Nov. 
8, 1945, 1945 U S.Code Cong.Service, p. 
814. 


§ 109. Western hemisphere trade corporations 

For the purposes of this chapter, the term "‘western hemisphere trade 
corporation'* means a domestic corporation all of whose business is done 
in any country or countries in North, Central, or South America, or in 
the West Indies, or in Newfoundland and which satisfies the following 
conditions: 

(a) If 95 per centum or more of the gross income of such domestic 
corporation for the three-year period immediately preceding the close 
ot the taxable year (or for such part of such period during which the 
corporation was in existence) was derived from sources other than sources 
within the United States; and 

(b) If 90 per centum or more of its gross income for such period 
or such part thereof was derived from the active conduct of a trade or 
business. Added Oct. 21, 1942, 4:30 p. m., E. W. T., c. 619, Title I, § 141, 
56 Stat. 838. 


Historical Note 

Effective Date. Section 101 of Act Oct. 

21, 1942, provided that section was made 
applicable to taxable years beginning 
after Dec. 31, 1941. 

Treaty Obligations. Section 109 of Act 
Oct. 21, 1942 provided as follows: “No 

§ 110. Mutual savings banks conducting life insurance business 

(a) Alternative tax. In the case of a mutual savings bank not having 
capital stock represented by shares, authorized under State law to engage 
in the business of issuing life insurance contracts, and which conducts a 
life insurance business in a separate department the accounts of which are 
maintained separately from the other accounts of the mutual savings 
bank, there shall be levied, collected, and paid, in lieu of the taxes im- 
posed by sections 13 and 15, or section 117(c) (1), a tax consisting of the 
sum of the partial taxes determined under paragraphs (1) and (2): 

(1) A partial tax computed upon the net income determined with- 
out regard to any items of gross income or deductions properly 
allocable to the business of the life insurance department, at the 
rates and in the manner as if this section has not been enacted; and 

(2) a partial tax computed upon the net income (as defined in 
section 201(c) (7)) of the life insurance department determined 
without regard to any items of gross income or deductions not prop- 
erly allocable to such department, at the rates and in the manner 
provided in Supplement G- with respect to life insurance companies. 

(b) Ijimitations of section. The provisions of subsection (a) shall 
1)© applicable only if the life insurance department would, if it were 
treated as a separate corporation, qualify as a life insurance company 
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■under section 201(b). Added Oct. 20. 1951, 2:07 p. m.. E. S. T.. c. 52L 
Title III, § 346(a). 05 Stat. 517. 


Effective Bate. Section made applica- 
ble only with respect to taxable years 
beginning after Dec 31, 1951, by section 
346(c) of Act Oct. 20, 1951. 

Treaty Obligations. Section 615 of Act 
Oct. 20, 1951, provided that: “No amend- 
ment made by this Act [Act Oct. 20, 1951] 


1 Note 

shall apply in any case where its applica- 
tion would be contrary to any treaty ob- 
ligation of the United States.’* 

legislative History J For legislative 
history and purpose of Act Oct. 20, 1961. 
see 1951 U.S.Code Cong.Service, p. 1781. 


SUPPLEMENT B.--COMPUTATION OP NET INCOME 
[Supplementary to Subchapter B, Part 11] 

§ lit. Determination of amount ot, and recognition of, gain or loss 

(a) CSomputation of gain or loss. The gain from the sale or other 
disposition of property shall be the excess of the amount realized there- 
from over the adjusted basis provided in section 113 (b) for determining 
gain, and the loss shall be the excess of the adjusted basis provided 
in such section for determining loss over the amount realized. 

(b) Amount realized. The amount realized from the sale or other 
disposition of property shall be the sum of any money received plus the 
fair market value of the property (other than money) received. 

(c) Recognition of gain or loss. In the case of a sale or exchange, 
the extent to which the gain or loss determined under this section shall 
be recognized for the purposes of this chapter, shall be determined 
under the provisions of section 112. 

(d) Installment sales. Nothing in this section shall be construed to 
prevent (in the case of property sold under contract providing for pay- 
ment in installments) the taxation of that portion of any installment pay- 
ment representing gain or profit in the year in which such payment is 
received. 53 Stat. 37. 

§ 112. Recognition of gain or loss— 

(a) General rule. Upon the sale or exchange of property the entire 
amount of the gain or loss, determined under section 111, shall be recog- 
nized, except as hereinafter provided in this section. 

(b) Exchanges solely in kind — (1) Property held for productive use or 
investment. No gain or loss shall be recognized if property held for pro- 
ductive use in trade or business or for investment (not including stock in 
trade or other property held primarily for sale, nor stocks, bonds, notes, 
choses in action, certificates of trust or beneficial interest, or other secur- 
ities or evidences of indebtedness or interest) is exchanged solely for prop- 
erty of a like kind to be held either for productive use in trade or business 
or for investment. 

(2) Stock for stock of same corporation. No gain or loss shall be 
recognized if common stock in a corporation is exchanged solely for com- 
mon stock in the same corporation, or if preferred stock In a corporation 
is exchanged solely for prefen‘ed stock in the same corporation. 

(3) Stock for slock on reorganization. No gain or loss shall be rec- 
ognized if stock or securities in a corporation a party to a reorganization 
are, in pursuance of the plan of reorganization, exchanged solely for stock 
or securities in such corporation or in another corporation a party to the 
reorganization. 

(4) Same — Gain of corporation. No gain or loss shall be recognized 
if a corporation a party to a reorganization exchanges property, in pursu- 
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a,nce of the plan of reorganization, solely for stock or securities in another 
corporation a party to the reorganization* 

(5) Transfer to coiporation controlled by transferor. No gain or loss 
shall be recognized If property is transferred to a corporation by one or 
more persons solely in exchange for stock or securities in such corpora- 
tion, and immediately after the exchange such person or persons are in 
control of the corporation; but in the case of an exchange by two or more 
persons this paragraph shall apply only if the amount of the stock and se- 
curities received hy each is substantially in proportion to his interest in 
the property prior to the exchange. Where the transferee assumes a lia- 
bility of a transferor, or where the property of a transferor is transferred 
subject to a liability, then for the purpose only of determining whether 
the amount of stock or securities received by each of the transferors is 
in the proportion required by this paragraph, the amount of such liability 
(if under subsection (k) it is not to be considered as ‘‘other property 
or money**) shall be considered as stock or securities received by such 
transferor. 

(6) property received by corporation on complete liquidation of an- 
other. No gain or loss shall be recognized upon the receipt by a corpora- 
tion of property distributed in complete liquidation of another corporation. 
For the purposes of this paragraph a distribution shall be considered to be 
in complete liquidation only if — 

<A) the corporation receiving such property was, on the date of the 
adoption of the plan of liquidation, and has continued to be at all times 
until the receipt of the property, the owner of stock (in such other cor- 
poration) possessing at least SO per centum of the total combined voting 
power of all classes of stock entitled to vote and the owner of at least 80 
per centum of the total number of shares of all other classes of stock (ex- 
cept nonvoting stock which is limited and preferred as to dividends), and 
was at no time on or after the date of the adoption of the plan of liquida- 
tion and until the receipt of the property the owner of a greater percent- 
age of any class of stock than the percentage of such class owned at the 
time of the receipt of the property; and 

(B) no distribution under the liquidation was made before the first day 
of the first taxable year of the corporation beginning after December 31, 
1935; and either 

(C) the distribution is by such other corporation in complete cancella- 
tion or redemption of all its stock, and the transfer of all the property oc- 
curs within the taxable year; in such case the adoption by the sharehold- 
ers of the resolution under which is authorized the distribution of all the 
assets of such corporation in complete cancellation or redemption of all its 
stock, shall be considered an adoption of a plan of liquidation, even though 
no time for the completion of the transfer of the property is specified in 
•such resolution; or 

(D) such distribution is one of a series of distributions by such other 
corporation in complete cancellation or redemption of all its stock in ac- 
cordance with a plan of liquidation under which the transfer of all the 
property under the liquidation is to be completed within three years from 
the close of the taxable year during which is made the first of the series of 
distributions under the plan, except that if such transfer is not completed 
within such period, or if the taxpayer does not continue qualified under 
subparagraph (A) until the completion of such transfer, no distribution 
under the plan shall be considered a distribution in complete liquidation. 
If such transfer of all the property does not occur within the taxable year 
the Commissioner may require of the taxpayer such bond, or waiver of 
the statute of limitations on assessment and collection, or both, as he may 
•deem necessary to Insure, if the transfer of the property is not completed 
within such three-year period, or if the taxpayer does not continue quail- 
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fied under subparagrapli (A) until tlie completion of sucit transfer, the as- 
sessment and collection of all income, war-profits, and excess-profits taxes 
then imposed by law for such, taxable year or subsequent taxable years,, 
to the extent attributable to property so received. A distribution other- 
wise constituting a distribution in complete liquidation within the mean- 
ing of this paragraph shall not be considered as not constituting such a 
distribution merely because it does not constitute a distribution or liquida- 
tion within the meaning of the corporate law under which the distribu- 
tion is made; and for the purposes of this paragraph a transfer of prop- 
erty of such other corporation to the taxpayer shall not be considered as 
not constituting a distribution (or one of a series of distributions) in 
complete cancellation or redemption of all the stock of such other cor- 
poration, merely because the carrying out of the plan involves (i) the 
transfer under the plan to the taxpayer by such other corporation of prop- 
erty, not attributable to shares owned by the taxpayer, upon an exchange 
described in paragraph (4) of this subsection, and (ii) the complete can- 
cellation or redemption under the plan, as a result of exchanges described 
in paragraph (3) of this subsection, of the shares not owned by the tax- 
payer. 

(7) Election as to recognition of gain in certain corporate Hquidations 

(A) General rule. In the case of property distributed in complete 
liquidation of a domestic corporation, if — 

(i) the liquidation is made in pursuance of a plan of liquidation adopted 
after December 31, 1950, whether the taxable year of the corporation be- 
gan on, before, or after January 1, 1951; and 

(11) the distribution is in complete cancellation or redemption of all the 
stock, and the transfer of all the property under the liquidation occurs 
within some one calendar month in 1951, 1952, or 1953 — 
then in the case of each qualified electing shareholder (as defined in sub- 
paragraph (C)) gain upon the shares owned by him at the time of the 
adoption of the plan of liquidation shall be recogni 2 ed only to the extent 
provided in subparagraphs (E) and (P). 

(B) Excluded corporation. The term “excluded corporation” means a 
corporation which at any time between August 15, 1950, and the date of 
the adoption of the plan of liquidation, both dates inclusive, was the owner 
of stock possessing 5 0 per centum or more of the total combined voting 
power of all classes of stock entitled to vote on the adoption of such plan. 

(C) Qualified electing shareholders. The term “qualified electing 
shareholder” means a shareholder (other than an excluded corporation) of 
any class of stock (whether or not entitled to vote on the adoption of the 
plan of liquidation) who is a shareholder at the time of the adoption of 
such plan, and whose written election to have the benefits of subpara- 
graph (A) has been made and filed in accordance with subparagraph (D), 
but — 

(i) in the case of a shareholder other than a corporation, only if writ- 
ten elections have been so filed by shareholders (other than corporations) 
who at the time of the adoption of the plan of liquidation are owners of 
stock possessing at least 8 0 per centum of the total combined voting pow- 
er (exclusive of voting power possessed by stock owned by corporations)' 
of all classes of stock entitled to vote on the adoption of such plan of 
liquidation; or 

(li) in the case of a shareholder which is a corporation, only if writ- 
ten elections have been so filed by corporate shareholders (other than an 
excluded corporation) which at the time of the adoption of such plan of 
liquidation are owners of stock possessing at least 80 per centum of the 
total combined voting power (exclusive of voting power possessed by stock 
owned by an excluded corporation and by shareholders who are not cor- 
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porations) of all classes of stock entitled to vote on the adoption of such 
plan of liquidation. 

(B) Making and filing of elections. The written elections referred to 
in subparagraph (C) must be made and filed in such manner as to be not 
in contravention of regulations prescribed by the Commissioner with the 
approval of the Secretary. The filing must be within thirty days after the 
adoption of the plan of liquidation, and may be by the liquidating corpo- 
ration or by the shareholder. 

(E) Noncorporate shareholders. In the case of a qualified electing 
shareholder other than a corporation — 

(i) There shall be recognized, and taxed as a dividend, so much of the 
gain as is not in excess of his ratable share of the earnings and profits 
of the corporation accumulated after February 28, 1913, such earnings 
and profits to be determined as of the close of the month in which the 
transfer in liquidation occurred under subparagraph (A) (ii), but with- 
out diminution by reason of distributions made during such month; but 
by including in the computation thereof all amounts accrued up to the 
date on which the transfer of all the property under the liquidation is 
completed ; and 

(ii) There shall be recognized, and taxed as short-term or long-term 
capital gain, as the case may be, so much of the remainder of the gain as 
Is not in excess of the amount by which the value of that portion of the as- 
sets received by him which consists of money, or of stock or securities ac- 
quired by the corporation after August 15, 1950, exceeds his ratable share 
of such earnings and profits. 

(P) Corporate shareholders. In the case of a qualified electing share- 
holder which is a corporation the gain shall be recognized only to the ex- 
tent of the greater of the two following — 

(i) The portion of the assets received by it which consists of money, or 
of stock or securities acquired by the liquidating corporation after August 
15, 1950; or 

(ii) Its ratable share of the earnings and profits of the liquidating 
corporation accumulated after February 28, 1913, such earnings and prof- 
its to bo determined as of the close of the month in which the transfer 
in liquidation occurred under subparagraph (A) (ii), but without diminu- 
tion by reason of distributions made during such month; but by including 
in the computation thereof all amounts accrued up to the date on which 
the transfer of all the property under the liquidation is completed. 

(8) Exchanges and distributions in obedience to orders of Securities 
and Exchange Commission, In the case of any exchange or distribution 
described in section 371, no gain or loss shall be recognized to the extent 
“Specified in such section with respect to such exchange or distribution. 

(9) lioss not recognized on certain railroad reorganizations. No loss 
shall be recognized if property of a railroad corporation, as defined in sec- 
tion 77m of the National Bankruptcy Act, as amended,! is transferred, aft- 
•er December 31, 1938, in pursuance of an order of the court having ju- 
risdiction of such corporation — 

(A) in a receivership proceeding, or 

(B) in a proceeding under section 77 of the National Bankruptcy Act, 
as amended,2 

to a railroad corporation, as defined In section 77m of the National Bank- 
ruptcy Act, as amended,! organized or made use of to effectuate a plan of 
reorganization approved by the court in such proceeding. The term '‘re- 
organization,” as used in this paragraph, shall not be limited by the defini- 
tion of such term ih subsection (g). 
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(10) Gain or loss not recognized on reorganization ol corporations in 
certain receivership and. banlcriiptcy proceedings. No gain or loss shall 
be recognized if property of a corporation (other than a railroad corpora- 
tion, as defined in section 77m of the National Bankruptcy Act, as amend- 
ed!) is transferred, in a taxable year of such corporation beginning after 
December 31, 1933, in pursuance of an order of the court having jurisdic- 
tion of such corporation — 

(A) in a receivership, foreclosure, or similar proceeding, or 

(B) in a proceeding under section 77B 3 or Chapter of the National 
Bankruptcy Act, as amended, 

to another corporation organized or made use of to effectuate a plan of 
reorganization approved by the court in such proceeding, in exchange sole- 
ly for stock or securities in such other corporation. 

(11) Distribution of stock not in liquidation. If there is distributed, in 
pursuance of a plan of reorganization, to a shareholder of a corporation 
which is a party to the reorganization, stock (other than preferred stock) 
in another corporation which is a party to the reorganization, without 
the surrender by such shareholder of stock, no gain to the distributee from 
the receipt of such stock shall be recognized unless it appears that (A) 
any corporation which is a party to such reorganization was not intended 
to continue the active conduct of a trade or business after such reorgan- 
ization, or (B) the corporation whose stock is distributed was used 
principally as a device for the distribution of earnings and profits to the 
shareholders of any corporation a party to the reorganization. 

(c) Gain from exchanges not solely in kind. ( 1 ) If an exchange would 
be within the provisions of subsection (b) (1), (2), (3), or (5), or within 
the provisions of subsection (1), of this section if it were not for the fact 
that the property received in exchange consists not only of property per- 
mitted by such paragraph or by subsection (1) to be received without the 
recognition of gain, but also of other property or money, then the gain. If 
any, to the recipient shall be recognized, but in an amount not in excess of 
the sum of such money and the fair market value of such other property. 

(2) If a distribution made in pursuance of a plan of reorganization 
is within the provisions of paragraph (1) of this subsection but has the 
effect of the distribution of a taxable dividend, then there shall be taxed a» 
a dividend to each distributee such an amount of the gain recognized un- 
der paragraph (1) as is not In excess of his ratable share of the undis- 
tributed earnings and profits of the corporation accumulated after Febru- 
ary 28, 1913. The remainder, if any, of the gain recognized under para- 
graph (1) shall be taxed as a gain from the exchange of property. 

(d) Same— Gain of corporation. If an exchange would be within the 
provisions of subsection (b) (4) or (10) of this section if it were not for 
the fact that the property received in exchange consists not only of stock 
or securities permitted by such paragraph to be received without the rec- 
ognition of gain, but also of other property or money, then — 

(1) If the corporation receiving such other property or money distrib- 
utes it in pursuance of the plan of reorganization, no gain to the cor- 
poration shall be recognized from the exchange, but 

(2) If the corporation receiving such other property or money does 
not distribute It in pursuance of the plan of reorganization, the gain, if 
any. to the corporation shall be recognized, but in an amount not in ex- 
cess of the sum of such money and the fair market value of such other 
property so received, which Is not so distributed. 

(©) Lioss from exchanges not solely in kind. If an exchange would be 
within the provisions of subsection (h) (1) to (5). inclusive, or (10), or 
within the provisions of subsection (Z), of this section if it were not for 
the fact that the property received in exchange consists not only of prop- 
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erty permitted by such paragraph to be received without the recognition of 
gain or loss, but also of other property or money, then no loss from the ex- 
change shall be recognized. 

(f) Involuntary Conversion. If property (as a result of its destruction 
In whole or in part, theft, seizure, or requisition or condemnation or 
threat or imminence thereof) is compulsorily or involuntarily converted — 

(1) Conversion into similar property. Into property similar or 
related in service or use to the property so converted, no gain shall he 
recognized. 

(2) Conversion into money where disposition occiirred prior to 
1951. Into money, and the disposition of the converted property oc- 
curred before January 1, 1951, no gain shall be recognized if such 
money is forthwith in good faith, under regulations prescribed by the 
Secretary, expended in the acquisition of other property similar or 
related in service or use to the property so converted, or in the ac- 
quisition of control of a corporation owning such other property, or 

the establishment of a replacement fund. If any part of the 
money is not so expended, the gain shall be recognized to the ex- 
tent of the money which is not so expended (regardless of whether 
such money is received in one or more taxable years and regardless 
of whether or not the money which is not so expended constitutes 
gain). For the purposes of this paragraph and paragraph (3), the 
term "disposition of the converted property” means the destruction, 
theft, seizure, requisition, or condemnation of the converted prop- 
erty, or the sale or exchange of such property under threat or im- 
minence of requisition or condemnation. 

(3) Conversion into money where disposition occurred after 1950. 
Into money or into property not similar or related in service or use- 
to the converted property, and the disposition of the converted prop- 
erty (as defined in paragraph (2)) occurred after December 31, 
1950, the gain (if any) shall be recognized except to the extent here- 
inafter provided in this paragraph: 

(A) Nonrecognition of Oain. If the taxpayer during the period 
specified in subparagraph (B), for the purpose of replacing the 
property so converted, purchases other property similar or related 
in service or use to the property so converted, or purchases stock 
in the acquisition of control of a corporation owning such other 
property, at the election of the taxpayer the gain shall be recog- 
nized only to the extent that the amount realized upon such con- 
version (regardless of whether such amount is received in one or 
more taxable years) exceeds the cost of such other property or such 
stock- Such election shall be made at such time and in such man- 
ner as the Secretary may by regulations prescribe. For the pur- 
poses of this paragraph — 

(i) no property or stock acquired before the disposition of 
the converted property shall be considered to have been ac- 
quired for the purpose of replacing such converted property 
unless held by the taxpayer on the date of such disposition; 
and 

(il) the taxpayer shall be considered to have purchased 
property or stock only If, but for the provisions of section 
113(a) (9), the unadjusted basis of such property or stock 
would be its cost within the meaning of section 113(a). 

(B) Period Within Whicli Property Must Be Beplaced. The 
period referred to in subparagraph (A) shall be the period begin- 
ning with the date of the disposition of the converted property, ar 
the earliest date of the threat or imminence of requisition or con- 
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demnation of tlie conrerted property, whicliever is tlie earlier, and 
ending — 

(i) one year after tlie close of tlie first taxable year in 
wbiclL any part of the gain upon the conversion is realized, or 

(ii) subject to such terms and conditions as may be speci- 
fied by the Secretary, at the close of such later date as the 
Secretary may designate upon application by the taxpayer. 
Such application shall be made at such time and in such 
manner as the Secretary may by regulations prescribe. 

(O) Time tor Assessment of Deficiency Attributable to Gain 
Upon Conversion. If a taxpayer has made the election provided 
in subparagraph (A), then (i) the statutory period for the as- 
sessment of any deficiency, for any taxable year in which any part 
of the gain upon such conversion is realized, attributable to such 
gain shall not expire prior to the expiration of three years from 
the date the Secretary is notified by the taxpayer (in such manner 
as the Secretary may by regulations prescribe) of the replacement 
of the converted property or of an intention not to replace, and 
(ii) such deficiency may be assessed prior to the expiration of 
such three-year period notwithstanding the provisions of section 
272(f) or the provisions of any other law or rule of law which 
would otherwise prevent such assessment. 

(D) Time for Assessment of Other Deficiencies Attributable to 
Election, If the election provided in subparagraph (A) is made 
by the taxpayer and such other property or such stock was pur- 
chased prior to the beginning of the last taxable year in which 
any part of the gain upon such conversion is realized, any de- 
ficiency, to the extent resulting from such election, for any tax- 
able year ending before such last taxable year may be assessed 
(notwithstanding the provisions of section 272(f) or 275 or the 
provisions of any other law or rule of law which would otherwise 
prevent such assessment) at any time before the expiration of the 
period within which a deficiency for such last taxable year may 
he assessed. 

This subsection shall not apply, in the case of property used by the 
taxpayer as his principal residence, if the destruction, theft, seizure, 
requisition, or condemnation of residence, or the sale or exchange of 
such residence under threat or imminence thereof, occurred after 
December 31, 1950. 

(g) Definition of reorganization. As used in this section (other than 
subsection (b) (10) and subsection (1) ) and in section 113 (other than 
subsection (a) (22) ) — 

(1) The term “reorganization” means (A) a statutory merger or con- 
solidation, or (B) the acquisition by one corporation, in exchange solely 
for all or a part of its voting stock, of at least 80 per centum of the voting 
stock and at least 80 per centum of the total number of shares of all other 
classes of stock of another corporation, or (C) the acquisition by one cor- 
poration, in exchange solely for all or a part of its voting stock, of sub- 
stantially all the properties of another corporation, but in determining 
whether the exchange is solely for voting stock the assumption by the ac- 
quiring corporation of a liability of the other, or the fact that property 
acquired is subject to a liability, shall he disregarded, or (D) a trans- 
fer by a corporation of all or a part of its assets to another corporation if 
immediately after the transfer the transferor or its shareholders or both 
are in control of the corporation to which the assets are transferred, or 
(B) a recapitalization, or (P) a mere change in identity, form, or place 
of organization, however effected. 


126 



COMPUTATION OF NET INCOME §112 

(2) The term *‘a party to a reorganization” includes a corporation re- 
sulting from a reorganization and includes both corporations in the case 
of a reorganization resulting from the acquisition by one corporation of 
stock or properties of another. 

(h) Befinition of control. As used in this section the term ‘‘controT*^ 
means the ownership of stock possessing at least 80 per centum of the 
total combined voting power of all classes of stock entitled to vote and at 
least 80 per centum of the total number of shares of all other classes of 
stock of the corporation. 

(i) Foreign corporations. In determining the extent to which gain 
shall be recognized in the case of any of the exchanges described in sub- 
section (b) (3), (4), (5), or (6), or described in so much of subsection 
(c) as refers to subsection (b) (3) or (5), or described in subsection (d), 
a foreign corporation shall not be considered as a corporation unless, prior 
to such exchange, it has been established to the satisfaction of the Com- 
missioner that such exchange is not in pursuance of a plan having as one 
of its principal purposes the avoidance of Federal income taxes. 

(j) lastallment obligations. 

For nonrecognition of gain or loss in the case of installment obligations, see sec- 
tion 44(d). 

(k) Assumption of liability not recognized. Where upon an exchange 
the taxpayer receives as part of the consideration property which would' 
he permitted by subsection (b) (4), (5), or (10) of this section to be re- 
ceived without the recognition of gain if it were the sole consideration, and 
as part of the consideration another party to the exchange assumes a lia- 
bility of the taxpayer or acquires from the taxpayer property subject to a 
liability, such assumption or acquisition shall not be considered as “other 
property or money” received by the taxpayer within the meaning of sub- 
section (c), (d), or (e) of this section and shall not prevent the exchange 
from being within the provisions of subsection (b) (4), (5), or (10); ex- 
cept that if, taking into consideration the nature of the liability and the 
circumstances in the light of which the arrangement for the assumption 
or acquisition was made, it appears that the principal purpose of the tax- 
payer with respect to the assumption or acquisition was a purpose to- 
avoid Federal Income tax on the exchange, or if not such purpose, was not 
a bona fide business purpose, such assumption or acquisition (in the 
amount of the liability) shall, for the purposes of this section, be consid- 
ered as money received by the taxpayer upon the exchange. In any suit 
or proceeding where the burden is on the taxpayer to prove that such as- 
sumption or acquisition Is not to be considered as money received by the 
taxpayer, such burden shall not be considered as sustained unless the tax- 
payer sustains such burden by the clear preponderance of the evid'ence. 

il) Exclianges by security holders in connection with certain corporate 
reorganizations 

(l) General rule. No gain or loss shall be recognized upon an ex- 
change consisting of the relinquishment or extinguishment of stock or se- 
curities in a corporation the plan of reorganization of which is approved 
by the court In a proceeding described in subsection (b) (10), in consider- 
ation of the acquisition solely of stock or securities in a corporation organ- 
ized or made use of to effectuate such plan of reorganization. 

(2) Excliange occurring in taxable years beginning prior to January 1, 
1943. If the exchange occurred in a taxable year of the person acquiring 
such stock or securities beginning prior to January 1, 1943, then, under 
regulations prescribed by the Commissioner with the approval of the Sec- 
retary, gain or loss shall be recognized or not recognized — 

(A) to the extent that it was recognized or not recognized in the final 
determination of the tax of such person for such taxable year, if such tax 
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was finally determined prior to tlie ninetieth day after the date of the en- 
actment of the Rerenue Act of 194S ; or 

(B) in cases to which subparagraph (A) is not applicable, to the ex- 
tent that it would be recognized or not recognized under the latest treat- 
ment of such exchange by such person prior to December 15, 1943, in con- 
nection with his tax liability for such taxable year. 

(m) Gain from sale or exchange to effectuate policies of Federal Com- 
muiucatioiis Oommissioii. If the sale or exchange of property (including 
stock in a corporation) is certified by the Federal Communications Com- 
mission to be necessary or appropriate to effectuate the policies of the 
Commission with respect to the ownership and control of radio broadcast- 
ing stations, such sale or exchange shall, if the taxpayer so elects, he treat- 
ed as an involuntary conversion of such property within the meaning of 
subsection (f) of this section. For the purposes of subsection (f) of this 
section as made applicable by the provisions of this subsection, stock of a 
corporation operating a radio broadcasting station, whether or not repre- 
senting control of such corporation, shall be treated as property similar or 
related in s.ervice or use to the property so converted. The part of the gain, 
if any, upon such sale or exchange to which subsection (f) of this section is 
not applied shall nevertheless not be recognized, if the taxpayer so elects, 
to the extent that it is applied to reduce the basis for determining gain or 
loss upon sale or exchange of property, of a character subject to the al- 
lowance for depreciation under section 23 (Z), remaining in the hands of 
the taxpayer immediately after the sale or exchange, or acauired in the 
same taxable year. The manner and amount of such reduction shall be 
determined under regulations prescribed by the Commissioner with the ap- 
proval of the Secretary. Any election made by the taxpayer under this 
subsection shall be made by a statement to that effect in his return for 
the taxable year in which the sale or exchange takes place (or, with re- 
spect to taxable years beginning before January 1 , 1944 , by a statement 
to that effect filed within six months after the date of the enactment of the 
Revenue Act of 1943 in such manner and form as may be prescribed by 
regulations prescribed by the Commissioner with the approval of the Sec- 
retary) and such election shall be binding for the taxable year and all 
subseqLuent taxable years. 

(n) Gala from sale or exchange of residlence. 

(1) Konrecognition of gain. If property (hereinafter in this sub- 
section called '‘old residence") used by the taxpayer as his principal 
residence is sold by him and, within a period beginning one year prior 
to the date of such sale and ending one year after such date, property 
(hereinafter in this subsection called "new residence") is purchased 
and used by the taxpayer as his principal residence, gain (if any) from 
such sale shall be recognized only to the extent that the taxpayer’s 
selling price of the old residence exceeds the taxpayer’s cost of pur- 
chasing the new residence. 

(2) Rules for application of subsection. For the purposes of this 
subsection : 

(A) An exchange by the taxpayer of his residence for other 
property shall be considered as a sale of such residence, and the 
acquisition of a residence upon the exchange of property shall be 
considered as a purchase of such residence. 

(B) If the taxpayer’s residence (as a result of its destruction In 
whole or in part, theft, or seizure) is compulsorily or involuntax- 
ily converted into property or into money, such destruction, theft, 
or seizure shall be considered as a sale of the residence; and if 
the residence is so converted into property which is used by the 
taxpayer as his residence, such conversion shall be considered aa 
a purchase of such property by the taxpayer. 
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(C) In tlie case of an exchange or conrersion described in sub- 
paragraph (A) or (B), in determining the extent to which the 
selling price of the old residence exceeds the taxpayer*s cost of 
purchasing the new residence, the amount realized by the tax- 
payer upon such exchange or conversion shall be considered the 
selling price of the old residence. 

(D) A residence any part of which was constructed or recon- 
structed by the taxpayer shall be considered as purchased by the 
taxpayer. In determining the taxpayer's cost of purchasing a 
residence, there shall be included only so much of his cost as is 
attributable to the acQuisition, construction, reconstruction, and 
improvements made which are properly chargeable to capital ac- 
count, during the period specified in paragraph (1). 

(E) If a residence is purchased by the taxpayer prior to the 
date of his sale of the old residence, the purchased residence shall 
not be treated as his new residence if sold or otherwise disposed 
of by him prior to the date of the sale of the old residence. 

(F) If the taxpayer, during the period described in paragraph 
(1), purchases more than one residence which is used by him as 
his principal residence at some time within one year after the 
date of the sale of the old residence, only the last of such resi- 
dences so used by him after the date of such sale shall constitute 
the new residence. If within the one year referred to in the pre- 
ceding sentence property used by the taxpayer as his principal 
residence is destroyed, stolen, seized, requisitioned, or condemned, 
or is sold or exchanged under threat or imminence thereof, 
then for the purposes of the preceding sentence such one year 
shall be considered as ending with the date of such destruction* 
theft, seizure, requisition, condemnation, sale, or exchange. 

(G) In the case of a new residence the construction of which 
was commenced by the taxpayer prior to the expiration of one year 
after the date of the sale of the old residence, the period specified 
in paragraph (1), and the one year referred to in subparagraph 
(F) of this paragraph, shall be considered as including a period 
of 18 months beginning with the date of the sale of the old resi- 
dence. 

(8) Ivlmitation. The provisions of paragraph (1) shall not be 
applicable with respect to the sale of the taxpayer's residence if with- 
in one year prior to the date of such sale the taxpayer sold at a gain 
other property used hy him as his principal residence, and any part of 
such gain was not recognized by reason of the provisions of para- 
graph (1). For the purposes of this paragraph, the destruction, 
theft, seizure, requisition, or condemnation of property or the sale or 
exchange of property under threat or imminence thereof, shall not be 
considered as a sale of such property. 

(4) Basis of new residence. Where the purchase of a new resi- 
dence results, under paragraph (1), In the nonrecognition of gain 
upon the sale of an old residence. In determining the adjusted basis of 
the new residence as of any time following the sale of the old resi- 
dence, the adjustments to basis shall include a reduction by an amount 
equal to the amount of the gain not so recognized upon the sale of 
the old residence. For this purpose, the amount of the gain not so 
recognized upon the sale of the old residence includes only so much 
of such gain as is not recognized by reason of the cost, up to such 
time, of purchasing the new residence. 

(5) Tenant-stockholder in a cooperative apartment corporation. 
For the purposes of this subsection, section 113 (b) (1) (K), and 
section 117(h) (7), references to property used by the taxpayer as 
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liis principal residence, and references to the residence of a tay*- 
payer, shall include stock held by a tenant-stockh older (as defined in 
section 23 (z) (2)) in a cooperative apartment (as defined in such 
section) if — 

(A) in the case of stock sold, the apartment vrhich the tax- 
payer was entitled to occupy as such stockholder was used by him 
as his principal residence, and 

(B) in the case of stock purchased, the taxpayer used as his 
principal residence the apartment which he was entitled to oc- 
cupy as such stockholder. 

(6) Husband and wife. If the taxpayer and his spouse, in accord- 
ance with regulations which shall be prescribed by the Secretary 
pursuant to this paragraph, consent to the application of subpara- 
graph (B) of this paragraph, then — 

(A) for the purposes of this subsection, the words 'taxpayer’s 
selling price of the old residence' shall mean the selling price (of 
the taxpayer, or of the taxpayer and his spouse) of the old resi- 
dence, and the words 'taxpayer’s cost of purchasing the new resi- 
dence' shall mean the cost (to the taxpayer, his spouse, or both) 
of purchasing the new residence (whether held by the taxpayer, 
his spouse, or the taxpayer and his spouse) ; and 

(B) so much of the gain upon the sale of the old residence as is 
not recognized solely by reason of this paragraph, and so much of 
the adjustment under paragraph (4) to the basis of the new 
residence as results solely from this paragraph, shall be allocated 
between the taxpayer and his spouse as provided in such regula- 
tions. 

This paragraph shall apply only if the old residence and the new resi- 
dence are each used by the taxpayer and his spouse as their principal 
residence. In case the taxpayer and his spouse do not consent to the 
application of subparagraph (B) of this paragraph, then the recogni- 
tion of gain upon the sale of the old residence shall be determined 
under this subsection without regard to the rules provided in this 
paragraph. 

(7) Statute of limitations. If the taxpayer during a taxable year 
sells at a gain property used by him as his principal residence, then — 

(A) the statutory period for the assessment of any deficiency 
attributable to any part of such gain shall not expire prior to the 
expiration of three years from the date the Secretary is notified by 
the taxpayer (in such manner as the Secretary may by regulations 
prescribe) of — 

(i) the taxpayer's cost of purchasing the new residence 
which the taxpayer claims results in nonrecognition of any 
part of such gain, 

(ii) the taxpayer's intention not to purchase a new resi- 
dence within the period specified in paragraph (1), or 

(iii) a failure to make such purchase within such period; 
and 

(B) such deficiency may be assessed prior to the expiration of 
such three-year period notwithstanding the provisions of any 
other law or rule of law which would otherwise prevent such as- 
sessment. 

(8) Members of armed forces. The running of any period of time 
specified in paragraph (1) or (2) (other than the one year referred 
to in paragraph (2) (F)) of this subsection shall be suspended dur- 
ing any time that the taxpayer (or his spouse if the old residence and 
the new residence are each used by the taxpayer and his spouse aa 
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tlieir principal residence) serves on extended active duty witli the 
Armed Forces of the United States after the date of the sale of the 
old residence and during an induction period (as defined in section 112 
(c) (5) of the Internal Revenue Code of 1954), except that any such 
period of time as so suspended shall not extend beyond the date four 
years after the date of the sale of the old residence. For the purpose 
of this paragraph, the term “extended active duty" means any period 
of active duty pursuant to a call or order to such duty for a period in 
excess of ninety days or for an indefinite period. 53 Stat. 37, amend- 
ed June 29, 1939, 10 p. m., E. S. T., c. 247, Title 11, § 213(a)-(c), 53 
Stat. 870; Oct. 21, 1942, 4:30 p. m., E. W. T., c. 619, Title I, §§ 142 
(a), 151(d, e), 56 Stat. 838, 847; Peb. 25, 1944, 12:49 p. m., E. W. 
T., c. 63, Title I, §§ 120(a), 121(a), (b), (d) (1-5), 123(a), 126 
(a), 58 Stat. 40-43, 46; Sept. 23, 1950, 3:15 p. m., E. D. T., c. 994, 
Title II, § 206(a), 64 Stat. 931; Oct. 20, 1951, 2:07 p. m., E, S. T., 
c. 521, Title III, §§ 316(a), 317(a), 318(a), (b) (1), 65 Stat. 493; 
Oct. 31, 1951, c. 661, § 1(a), 65 Stat. 733; July 16, 1952, c. 892, 
I 1, 66 Stat. 735; Aug. 15, 1953, c. 512, Title I, § 101(a), 67 Stat. 
615; Aug. 12, 1955, c. 870, § 1, 69 Stat. 716. 

1 So in original. Probably should read *‘77(m)’^ which is section 205 (m) of Title 
11 , Bankruptcy. 

2 Section 205 of Title 11, Bankruptcy. 

8 Section has been amended and incorporated in sections 501-1103 of Title 11, Bank- 
ruptcy. 

4 Sections 501-676 of Title 11, Bankruptcy. 


Historical Note 


References In Text. Date of enactment 
of Revenue Act of 1943, referred to in 
subsec. (Z) (2) (A), was Feb. 25, 1944. 

1955 Amendjnent. Subsec. (n) (8) 

amended by Act Aug. 12, 1955, § 1, which 
substituted the words “and during an in- 
duction period (as defined in section 112 
(c) (5) of the Internal Revenue Code of 
1954), except that any such period of 
time’*, for the words “and before January 
1 , 1954, except that any such period.” 

1»53 Ajnendment. Subsec. (b) (7), 

amended by Act Aug. 15, 1953 which 
substituted “1951, 1952, or 1953” for 

“1961 or 1952” in subparagraph (A) (ii). 

1952 Amendment. Subsec. (n) amended 
by Act July 10, 1952, which added par. 

( 8 ). 

1951 Amendments. Subsec. (b) (7) 

amended by Act Oct. 20, 1951, § 316(a), 
which inserted “or 1952” in subpar. (A) 

(ii). 

Snbsec. (b) (11) added by Act Oct. 20, 
1951, § 317(a). 

Subsec. (f) amended generally by Acts 
Oct. 31, 1951^ and Oct. 20, 1951, Act Oct 
SI, 1951, divided such subsec. into an 
opening clause, paragraphs, subpara- 
graphs and clauses, to limit the applica- 
tion of par. (2) to those cases where the 
disDosition of the converted property oc- 
curred prior to January 1, 1951, and to 
add par. (3). Act Oct. 20, 1951, added a 
sentence to section prior to its general 
amendment by Act Oct 31, 1961. 

Subsec, (n) added by Act Oct 20, 1951, 

§ 318(a). 

1950 Amendment. Subsec. (b) (7) 

amended by Act Sept 23, 1960, to make 
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section applicable to cases In which 
liquidation is pursuant to a plan adopted 
after Dec. 31, 1950, and the transfer of 
all the property under the liquidation 
occurs within one calendar month during 
1951, and to substitute “August 15, 1950” 
for “December 10, 1943” wherever appear- 
ing. 

1944 Amendment. Subsec. (b) (7) add- 
ed by Act Feb. 25, 1944. 

Subsec. (h) (9) amended by Act Feb. 
25, 1944, which struck out “1939” and 
Inserted ”1938”. 

Subsec. (b) (10) added by Act Feb. 25. 
1944. 

Subsec. (c) amended by Act Feb. 25, 
1944, which inserted “or within the pro- 
visions of subsection (I)” following “(b) 
(1) (2) (3) or (5)” and inserted “or by 
subsection (Z)” following “paragraph” 
both in the first paragraph. 

Subsec. (d) amended by Act Feb. 25, 
1944, which inserted “or (10)” following 
“subsection (b) (4)”. 

Subsec. (e) amended^ by Act Feb. 25, 
1944, which Inserted “or (10), or within 
the provisions of subsection (Z)” follow- 
ing “subsection (b) (1) to (5), inclu- 
sive”. 

Subsec. (g) amended by Act Feb. 25, 
1944, which inserted all material preced- 
ing par. (1) for material which read “As 
used in this section and section 113 — ” 
and added catchline. 

Subsec. (k) amended by Act Feb. 25, 
1944, which struck out “subsection (b) 
(4) or (5)” wherever appearing and In- 
serting in lien thereof “subsection (b) 
(4). (6). or (lO)”. 
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Stibsec. (l> added by Aet Feb, 25, 1944 

Subsec. (m) added by Act Feb. 25, 1944. 

1M2 Axaeoadmcint. Sub sec. (b) (9) added 
by Act Oct. 21, 1942. 

Subsec. (f) amended by Act Oct. 21, 
1942, which substituted the words *'no 
gain shall be recognized, but loss shall 
be recognized'* for the words *‘no gain or 
loss shall be recognized” at end of the 
first sentence, and substituted the second 
sentence set out In the text for the sen- 
tence which provided that “If any part of 
the money is not so expended, the gain, 
if any, shall be recognized, but in an 
amount not in excess of the money which 
is not so expended.” 

19S9 Amendment. Subsec. (b) (5), last 
sentence, added by Act June 29, 1939, § 
213(c). 

Subsec. (g) (1) amended by Act June 
29, 1939, { 213(b). 

Subsec. (k) added by Act June 29, 1939, 
§ 213(a). 

Effective Date of 1955 Amendment. Sec- 
tion 2 of Act Aug. 12, 1955, provided that: 
“The amendment [to subsec. (n) (8) of 
this section] made by the first section of 
this Act shall take effect as of December 
31, 1953." 

Effective Bate of 1953 Amendment. 
Section 101(b) of Act Aug. 15, 1953 pro- 
vided that the amendment to subsec. (b) 
(7) should apply with respect to taxable 
years ending after Dec. 31, 1952. 

Effective Bate ef 1952 Axaendment. 
Section 2 of Act July 16, 1052, provided 
that the amendment made by Act July 
16, 19S2 shall be applicable to taxable 
years ending after December 31, 1950, 
with respect to residences sold (within 
the meaning of subsec. (n) of this sec- 
tion) after such date. 

Effective Date of 1951 Amendments. 
Section 3 of Act Oct, 31, 1951, provided 
that: “The amendments made by the 
first two sections of this Act [to sections 
112(f), 113(a) (9) and 276(f) of I.R.a 
1939) shall be applicable only with re- 
spect to taxable years ending after De- 
cember 31, 1950, except that the provi- 
sions of section 112(f) (3), and the pro- 
visions of section 113 (a) (9), of the In- 
ternal Revenue Code [sections 112(f) (3) 
and 113(a)- (9) of I.B.C.1939], as amend- 
ed by this Act shall also be applicable 
to any taxable year ending prior to Jan- 
uary 1, 1951, in which (a) any gain was 
realized upon the conversion of property 
and the disposition of such converted 
property occurred (within the meaning of 
such section 112(f) (3)) after December 
31, 1950, or (b) the basis of property is 
affected by an election made under the 
provisions of section 112(f) (3) of such 
Code.” 

Amendment of subsec. (b) (7) (A) (ii) 
made applicable only to taxable years 
ending after Dec. 31, 1951, by section 
316(c) of Act Oct. 20, 1951. Addition of 
subsec. (b) (11) made applicable with 

respect to taxable years ending after Oot. 


20, 1951, but shall apply only with re- 
spect to distributions of stock made after 
such date, by section 317(c) of Act Oct. 

20, 1951. Amendment of subsec. (f) made 
applicable to taxable years ending after 
Dec. 31, 1950, by section 318(c) of Act 
Oct. 20, 1951. Addition of subsec. (n) 
made applicable to taxable years end- 
ing after Dec 31, 1950, but subparagraphs 
(n) (1) and (n) (6) shall apply only with 
respect to residences sold (within the 
meaning of the section) after such date, 
by section 318(c) of Act Oct. 20, 1951. 

Effective Bate of 1030 Amendlments. 
Section 206(c) of Act Sept. 23, 1950, pro- 
vided that the amendment of subsec. (b) 
(7) by said Act Sept- 23, 1950, should be 
applicable only to taxable years begin- 
ning after Dec. 31, 1950. 

Effective Bate of 1944 Amendment. 
Amendment of section by Act Feb. 25, 
1944, { m(a), (b), (d) (1-5), was made 
effective by section 121(e) thereof which 
provided as follows: “Provisions having 
the effect of the amendments made by 
subsection (a) [to section 112(b) 1, sub- 
section (c) (3) [to section 113(a)], and 
subsection (d), (2), (3), (4), (5), and (6) 
[to section 112(d), (e), (g), (k), and sec- 
tion 718], shall be deemed to be included 
in the revenue laws respectively applica- 
ble to taxable years beginning after De- 
cember 31, 1933, but shall not affect any 
tax liability for any taxable year begin- 
ning prior to January 1, 1943. Provisions 
having the effect of the amendments made 
by subsection (b) [to section 112], sub- 
section (e) (1) [to section 113(a)], and 
(2) [to section 113(a)], and subsection 
(d) (1) [to section 112(c)], shall be 

deemed to be included in the revenue 
laws respectively applicable to taxable 
years beginning after December 31, 1931.” 

Amendment of subsec. (b) adding par. 
(7) by Act Feb. 25, 1944, | 120(a), was 
made applicable to taxable years ending 
after Dec. 31, 1943, by section 120(c), 
thereof. 

Amendment of subsec. (b) adding par. 
(9), by Act Oct. 21, 1942, § 142(a), was 
made applicable to taxable years begin- 
ning after 1938, by section 142(d) there- 
of, as amended by Act Feb. 25, 1944, § 
126(c). 

Addition of subsec. (ro) by Act Feb. 25, 
1944, § 123(a), was made applicable to 
taxable years beginning after Dec. 81, 
1942, by section 123(b) thereof. 

Effective Date of 1942 Amendment. 
Amendment of subsec. (b), adding par, 
9, by Act Oct, 21, 1942, { 142(a), was 
made applicable to taxable years begin- 
ning after Dec. 31, 1939, by section 142(d)* 
thereof. 

Amendment of subsec. (f) hy Act Oct. 

21, 1942, § 161 (d, e), was made applicable 
to taxable years beginning after Dec. tl, 
1941, by section lOl thereof. 

Effective Date of 1989 Amtendment. 
Section 213(e) of Act June 29, 1939 pro- 
vided that the amendments of this sec- 
tion were made applicable to taxable 
years beginning after Dec. 31, 183S, 
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Befumd ol OTcrpayments. Act Aug. 10, 
1939, c. 666, Title IX, § 910, 53 Stat. 14(X2, 
provided that the provisions of section 
213(f) of Act June 29, 1939, should apply 
without regard to the exception therein 
provided under certain enumerated con- 
ditions but that no overpayment deter- 
mined to have been made for any taxable 
year by reason of the provisions of said 
section 910 should be refunded or credited 
unless a claim for refund was filed with- 
in the period of limitations otherwise 
provided by law for filing a claim for 
refund for such taxable year, or within 
one year from the date of enactment of 
said Act June 29, 1939, whichever of 
such periods expired the later. See vol- 
umes "‘Title 26 — ^Internal Revenue Acts.” 

Assumption of ILiiabllity; Reorganiza- 
tion; Substantially Proportionate Inter- 
ests. Section 213(f) -(h) of Act June 29, 
1939, relating to assumption of liability 
not recognized under prior acts, defini- 
tion of reorganization under prior acts, 
and substantially proportionate interests 
under prior acts, is set out in volumes 
“Title 26 — ^Internal Revenue Acts.” 


Treaty Obligations. Section 615 of Act 
Oct. 20, 1951, provided that: “No amend- 
ment made by this Act [Act Oct. 20, 1951] 
shall apply in any case where its appli- 
cation would be contrary to any treaty 
obligation of the United States.” 

Similar provisions were contained In 
the following Acts: 

1950— Sept. 23, 1950, 3:15 p. m., B.B.T., 
c. 994, Title II, § 214, 64 Stat. 937. 

1944— Feb. 25, 1944, 12 :49 p. m., B.W.T., 
c. 63, Title I, § 136, 58 Stat, 53. 

1942— Oct. 21, 1042, 4:30 p. m., E.W.T , 
c. 619, Title I, § 109, 56 Stat. 808. 

Text ol Amendatory Revenue Acts. 
Complete original text of Revenue Acts 
amending this section, 1939 to date, 
see volumes “Title 26 — Internal Revenue 
Acts”. 

liegislative History: For legislative 
history and purpose of Act Aug. 15, 1953, 
see 1953 U.S.Code Cong and Adm News, 
p. 2423. See, also, Acts July 16, 1952, 1952 
U.S.Code Cong, and Adm. News, p. 2298; 
Oct. 31, 1951, 1951 U.S.Code Cong.Service, 
p. 2598; Oct. 20, 1951, 1951 U S.Code 
Cong.Service, p. 1781 ; Sept. 23, 1950, 
1950 U.S.Code Cong.Service, p. 3063. 


§ 113. Adjusted basis for determining gain or loss— 

(a) Basis (unadjusted) of property. The basis of property shall be the 
cost of such property; except that — 

(1) Inventory value. If the property should have been included in the 
last inventory, the basis shall be the last inventory value thereof. 

(2) Gifts after December 81, 1320. If the property was acquired by 
gift after December 31, 1920, the basis shall be the same as it would be 
in the hands of the donor or the last preceding owner by whom It was not 
acquired by gift, except that if such basis (adjusted for the period prior 
to the date of the gift as provided In subsection (b)) is greater than the 
fair market value of the property at the time of the gift, then for the pur- 
pose of determining loss the basis shall be such fair market value. If the 
facts necessary to determine the basis in the hands of the donor or the 
last preceding owner are unknown to the donee, the Commissioner shall, 
if possible, obtain such facts from such donor or last preceding owner, or 
any other person cognizant thereof. If the Commissioner finds it impossi- 
ble to obtain such facts, the basis in the hands of such donor or last pre- 
ceding owner shall be the fair market value of such property as found by 
the Commissioner as of the date or approximate date at which, according 
to the best information that the Commissioner Is able to obtain, such prop- 
erty was acquired by such donor or last preceding owner. 

(3) Transfer in trust after December SI, 1920. If the property was 
acquired after December 31, 1920, by a transfer in trust (other than by a 
transfer In trust by a gift, bequest, or devise) the basis shall be the same 
as it would be in the hands of the grantor. Increased in the amount of gain 
or decreased in the amount of loss recognized to the grantor upon such 
transfer under the law applicable to the year in which the transfer was 
made. 

(4) Gift or transfer in trust before January 1, 1921. If the property 
was acquired by gift or transfer in trust on or before December 31, 1920, 
the basis shall be the fair market value of such property at the time of 
Buch acquisition. 

(5) Property transmitted at death. 

If the property was acquired by bequest, devise, or inheritance, or by 
the decedent’s estate from the decedent, the basis shall be the fair market 
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value of such property at the time of such acquisition. In the case of 
property transferred in trust to pay the income for life to or upon the 
order or direction of the grantor, with the right reserved to the grantor 
at all times prior to his death to revoke the trust or to make any change 
in the enjoyment thereof through the exercise of a power to alter, 
amend, or terminate the trust, the basis of such property in the hands 
of the persons entitled under the terms of the trust instrument to the 
property after the grantor’s death shall, after such death, be the same 
as if the trust instrument had been a will executed on the day of the 
grantor’s death. For the purpose of this paragraph property passing 
without full and adequate consideration under a general power of ap- 
pointment exercised by will shall be deemed to be property passing from 
the individual exercising such power by bequest or devise. If the prop- 
erty was acquired by bequest, devise, or inheritance, or hy the dece- 
dent’s estate from the decedent, and if the decedent died after August 
26, 1937, and if the property consists of stock or securities of a foreign 
corporation, which with respect to its taxable year next preceding the 
date of the decedent’s death was, under the law applicable to such year, 
a foreign personal holding company, then the basis shall be the fair mar- 
ket value of such property at the time of such acquisition or the basis 
in the hands of the decedent, whichever is lower. In the case of an elec- 
tion made by the executor under section 811 (j), the time of acquisition 
of the property shall, for the purpose of this paragraph, be the applicable 
valuation date of the property prescribed by such section in determining 
the value of the gross estate. For the purposes of this paragraph the 
surviving spouse’s one-half share of community property held by the de- 
cedent and the surviving spouse under the community property laws of 
any State, Territory or possession of the United States or any foreign 
country shall be considered to be property “acquired by bequest, devise, 
or inheritance” from the decedent, if the death of the decedent was after 
December 31, 1947, and if at least one-half of the whole of the commun- 
ity interest in such property was includible in determining the value of 
the decedent’s gross estate under section 811. In the case of property 
held by a decedent and his surviving spouse under the community prop- 
erty laws of any State, Territory, or possession of the United States or 
any foreign country, if the value of any part of the surviving spouse’s 
one-half share of such property was Included in determining the value of 
the gross estate of the decedent and a tax under chapter 3 was payable 
upon the transfer of the net estate of the decedent, then for the pur- 
poses of this paragraph such part of such one-half share of the surviving 
spouse shall he considered to be property “acquired by bequest, devise, 
or inheritance” from the decedent, if the death of the decedent was after 
the date of the enactment of the Revenue Act of 1942 and on or before 
December 31, 19 47; but nothing in this sentence shall reduce basis be- 
low that which would exist if the Revenue Act of 1948 had not been en- 
acted. For the purposes of this paragraph, the survivor’s interest in a 
joint and survivor’s annuity shall be considered to be property ‘'acquired 
by bequest, devise, or inheritance” from the decedent if the death of the 
decedent was after December 31, 1950, and if the value of any part of 
such Interest was required to be included in determining the value of the 
decedent’s gross estate under section 811. 

(6) Tax-free exchanges generally. If the property was acquired, aft- 
er February 28, 1913, upon an exchange described in section 112(b) to 
(e), inclusive, or section 112(1), the basis (except as provided in para- 
graphs (15), (17), or (18) of this subsection) shall be the same as in the 
case of the property exchanged, decreased in the amount of any money re- 
ceived by the taxpayer and increased in the amount of gain or decreased 
in the amount of loss to the taxpayer that was recognized upon such ex- 
change under the law applicable to the year In which the exchange was 
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made. If the property so acquired consisted in part of the type of prop- 
erty permitted by section 112(b) or section 112 (Z) to be received without 
the recognition of gain or loss, and in part of other property, the basis 
provided in this paragraph shall be allocated between the properties (oth- 
er than money) received, and for the purpose of the allocation there shall 
be assigned to such other property an amount equivalent to its fair market 
value at the date of the exchange. Where as part of the consideration to 
the taxpayer another party to the exchange assumed a liability of the tax- 
payer or acquired from the taxpayer property subject to a liability, such 
assumption or acquisition (in the amount of the liability) shall, for the 
purposes of this paragraph, be considered as money received by the tax- 
payer upon the exchange. This paragraph shall not apply to property ac- 
quired by a corporation by the issuance of its stock or securities as the 
consideration in whole or in part for the transfer of the property to it. 

(7) Transfers to corporation. If the property was acquired — 

(A) after December 31, 1917, and in a taxable year beginning before 
January 1, 1936, by a corporation in connection with a reorganization, and 
immediately after the transfer an interest or control in such property of 
50 per centum or more remained in the same persons or any of them, or 

(B) in a taxable year beginning after December 31, 1935, by a corpo- 
ration in connection with a reorganization, 

then the basis shall be the same as it would be in the hands of the trans- 
feror, increased in the amount of gain or decreased in the amount of loss 
recognized to the transferor upon such transfer under the law applicable 
to the year in which the transfer was made. This paragraph shall not ap- 
ply it the property acquired consists of stock or securities in a corpora- 
tion a party to the reorganization, unless acquired by the issuance of stock 
or securities of the transferee as the consideration in whole or in part for 
the transfer. 

(8) Property acquired by issuance of stock or as paid-in surplus. If 
the property was acquired after December 31, 1920, by a corporation — 

(A) by the issuance of its stock or securities in connection with a trans- 
action described in section 112(b) (6) (including, also, cases where part 
of the consideration for the transfer of such property to the corporation 
was property or money, in addition to such stock or securities), or 

(B) as paid-in surplus or as a contribution to capital, 

then the basis shall be the same as it would be in the hands of the trans- 
feror, increased in the amount of gain or decreased in the amount of loss 
recognized to the transferor upon such transfer under the law applicable 
to the year in which the transfer was made. 

(0) Involuntary conversion. If the property was acquired, after Feb- 
ruary 28, 1913, as the result of a compulsory or involuntary conversion de- 
scribed in section 112(f) (1) or (2), the basis shall be the same as in the 
case of the property so converted, decreased In the amount of any money 
received by the taxpayer which was not expended in accordance with, the 
provisions of law (applicable to the year in which such conversion was 
made) determining the taxable status of the gain or loss upon such con- 
version, and increased in the amount of gain or decreased in the amount 
of loss to the taxpayer recognized upon such conversion under the law ap- 
plicable to the year in which such conversion was made. This paragraph 
shall not apply in respect of property acquired as a result of a compulsory 
or involuntary conversion of property used by the taxpayer as his prMci- 
pal residence if the destruction, theft, seizure, requisition, or condemnai- 
tion of such residence, or the sale or exchange of such residence under 
threat or imminence thereof, occurred after December 31, 1960. ’ In the 
case of property purchased by the taxpayer which resulted, under the pro- 
vlslons of section 112(f) (3), In the nonrecognition of any part of the gain 
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realized as tlie result of a compulsory or involuntary conversion, the basis 
shall be the cost of such property decreased in the amount of the gain not 
so recognized; and if the property purchased consists of more than one 
piece of property, the basis determined under this sentence shall be allo- 
cated to the purchased properties in proportion to their respective costs. 

(10) Wash sales of stock. If the property consists of stock or securi- 
ties the acquisition of which (or the contract or option to acquire which) 
resulted in the nondeductibility (under section 118 of this chapter or cor- 
responding provisions of prior income tax laws, relating to wash sales) of 
the loss from the sale or other disposition of substantially identical stock 
or securities, then the basis shall be the basis of the stock or securities so 
sold or disposed of, increased or decreased, as the case may be, by the 
difference, if any, between the price at which the property was acquired 
and the price at which such substantially identical stock or securities 
were sold or otherwise disposed of. 

(11) Property acquired during affUiation. In the case of property ac- 
quired by a corporation, during a period of aflOlliation, from a corpora- 
tion with which it was affiliated, the basis of such property, after such pe- 
riod of affiliation, shall be determined, in accordance with regulations 
prescribed by the Commissioner with the approval of the Secretary, with- 
out regard to inter-company transactions in respect of which gain or loss 
was not recognized. For the purposes of this paragraph, the term ‘'period 
of affiliation" means the period during which such corporations were af- 
filiated (determined in accordance with the law applicable thereto) but 
does not include any taxable year beginning on or after January 1, 1922, 
unless a consolidated return was made, nor any taxable year after the tax- 
able year 1928. The basis in case of property acquired by a corporation 
during any period, in the taxable year 1929 or any subsequent taxable 
year, in respect of which a consolidated return is made by such corporation 
under section 141 of this chapter or the Revenue Act of 1928, 45 Stat. 
831, or the Revenue Act of 1932, 47 Stat. 213, or the Revenue Act of 1934, 
48 Stat. 720, or the Revenue Act of 1936, 49 Stat. 1698, or the Revenue 
Act of 1938, 52 Stat. 608, shall be determined in accordance with regula- 
tions prescribed under section 141(b) of this chapter or the Revenue Act 
of 1928 or the Revenue Act of 1932 or the Revenue Act of 1934 or the 
Revenue Act of 1936 or the Revenue Act of 1938. The basis in the case 
of property held by a corporation during any period, in the taxable year 
1929 or any subsequent taxable year, in respect of which a consolidated 
return is made by such corporation under section 141 of this chapter or 
the Revenue Act of 1928 or the Revenue Act of 1932 or the Revenue Act 
of 1934 or the Revenue Act of 1936 or the Revenue Act of 1938, shall be 
adjusted in respect of any items relating to such period, in accordance 
with regulations prescribed under section 141(b) of this chapter or the 
Revenue Act of 1928 or the Revenue Act of 1932 or the Revenue Act of 
1934 or the Revenue Act of 193 6 or the Revenue Act of 1938, applicable 
to such period. 

(12) Basis established by Revenue Act of 1932. If the property was 
acquired, after February 28, 1913, in any taxable year beginning prior to 
January 1, 1934, and the basis thereof, for the purposes of the Revenue 
Act of 1932, 47 Stat. 199, was prescribed by section 113(a) (6), (7), or 
(9) of such Act, then for the purposes of this chapter the basis shall be 
the same as the basis therein prescribed in the Revenue Act of 1932. 

(IS) Partnersliips. If the property was acquired, after February 28, 
1913, by a partnership and the basis is not otherwise determined under 
any other paragraph of this subsection, then the basis shall be the same 
as it would be in the hands of the transferor, increased in the amount of 
gain or decreased in the amount of loss recognized to the transferor upon 
such transfer under the law applicable to the year In which the transfer 
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was made. If the property was distributed in kind by a partnership to any 
partner, the basis of such property in the hands of the partner shall b® 
such part of the basis in his hands of his partnership interest as is prop- 
erly allocable to such property. 

(14) Property acquired before March 1, IdlS. In the case of property 
acquired before March 1, 1913, if the basis otherwise determined under 
this subsection, adjusted (for the period prior to March 1, 1913) as pro- 
vided in subsection (b), is less than the fair market value of the property 
as of March 1, 1913, then the basis for determining gain shall be such fair 
market value. In determining the fair market value of stock in a corpo- 
ration as of March 1, 1913, due regard shall be given to the fair market 
value of the assets of the corporation as of that date. 

(15) Property received by a corporation on complete liquidation of 
another. If the property was received by a corporation upon a distribu- 
tion in complete liquidation of another corporation within the meaning 
of section 112(b) (6), then the basis shall be the same as it would be in 
the hands of the transferor. The basis of property with respect to which 
election has been made in pursuance of the last sentence of section 113(a) 
(15) of the Revenue Act of 1936, as amended, shall, in the hands of the 
corporation making such election, be the basis prescribed in the Revenue 
Act of 1934, as amended. 

(16) Basis established by revenue act of 1934. If the property was 
acquired, after February 28, 1913, in any taxable year beginning prior 
to January 1, 1936, and the basis thereof, for the purposes of the Revenue 
Act of 1934 was prescribed by section 113(a) (6), (7), or (8) of such 
Act, then for the purposes of this chapter the basis shall be the same as 
the basis therein prescribed in the Revenue Act of 1934. 

(17) Property acquired in connection with exchanges and distributions 
in obedience to certain orders of the Securities and Exchange Commission. 
If the property was acquired in a taxable year beginning before January 
1, 1942, in any manner described in section 372 prior to its amendment 
by the Revenue Act of 1942, the basis shall be that prescribed in such sec- 
tion (prior to its amendment by such Act) with respect to such property. 
If the property was acquired in a taxable year beginning after December 
31, 1941, in any manner described in section 372 (other than subsection 
(a) (2)) after its amendment by such Act, the basis shall be that pre- 
scribed in such section (after its amendment by such Act) with respect to 
such property. 

(18) Property received in certain corporate liquidations. If the proper- 
ty was acquired by a shareholder in the liquidation of a corporation in can- 
cellation or redemption of stock with respect to which gain was realized, 
but with respect to which, as the result of an election made by him under 
paragraph (7) of section 112 (b) of this chapter (whether before or after 
its amendment by any revenue act or of the Revenue Act of 1938, 62 
Stat. 487, the extent to which gain was recognized was determined under 
such paragraph, then the basis shall be the same as the basis of such 
stock cancelled or redeemed in the liquidation, decreased in the amount 
of any money received by him, and increased In the amount of gain rec- 
ognized to him. 

(19) [Property acquired by corporate stock distrlbutiou.]! (A) If 
the property was acquired by a shareholder in a corporation and consists 
of stock in such corporation, or rights to acquire such stock, acquired by 
him after February 28, 1913, in a distribution by such corporation (here- 
inafter in this paragraph called “new stock"), or consists of stock in 
respect of which such distribution was made (hereinafter in this para- 
graph called “old stock") and 

(i) the new stock was acquired in a taxable year begini^ng before 
January 1, 1936; or 
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(ii) the new stock was acquired in a taxable year beginning after De- 
cember 31, 1935, and its distribution did not constitute income to the 
shareholder within the meaning of the Sixteenth Amendment to the Con- 
stitution; 

then the basis of the new stock and of the old stock, respectively, shall, 
in the shareholder’s hands, be determined by allocating between the old 
stock and the new stock the adjusted basis of the old stock; such alloca- 
tion to be made under regulations which shall be prescribed by the Com- 
missioner with the approval of the Secretary. 

(B) Where the new stock consisted of rights to acquire stock and such 
rights were sold in a taxable year beginning before January 1, 1939, and 
there was included in the gross income for such year the entire amount 
of the proceeds of such sale, then, if before the date of the enactment 
of the Revenue Act of 1939 the taxpayer has not asserted (by claim for 
a refund or credit or otherwise) that any part of the proceeds of the sale 
of such new stock shoul'd be excluded from gross income for the year of 
its sale, the basis of the old stock shall be determined without regard to 
subparagraph (A); and no part of the proceeds of the sale of such new 
stock shall ever be excluded from the gross income of the year of such 
sale. 

(C) Subparagraph (A) shall not apply if the new stock was acquired 
in a taxable year beginning before January 1, 1936, and there was includ- 
ed, as a dividend, in gross income for such year an amount on account of 
such stock, and after such inclusion such amount was not (before the 
date of the enactment of the Revenue Act of 1939) excluded from gross 
income for such year. 

(D) Subparagraph (A) shall not apply if the new stock or the old 
stock was sold or otherwise disposed of in a taxable year beginning prior 
to January 1, 1936, and the basis (determined by a decision of a court or 
the Board of Tax Appeals, or a closing agreement, and the decision or 
agreement became final before the ninetieth day after the date of the 
enactment of the Revenue Act of 1939) for determining gain or loss on 
such sale or other disposition was ascertained by a method other than that 
of allocation of the basis of the old stock. 

(SO) Property acquired by railroad corporation. If the property of 
a railroad corporation, as defined in section 77m of the National Bank- 
ruptcy Act, as amended, 2 was acquired after December 31, 1988, In pur- 
suance of an order of the court having jurisdiction of such corporation — 

(A) in a receivership proceeding, or 

(B) in a proceeding under section 77 of the National Bankruptcy Act, 
as am€nded,3 

and the acquiring corporation is a railroad corporation, as defined in 
section 77m of the National Bankruptcy Act, as amended, 2 organized 
or made use of to efifectuate a plan or reorganization approved by the 
court in such proceeding, the basis shall be the same as it would be in 
the hands of the railroad corporation whose property was so acquired. 
The term '^reorganization'*, as used in this paragraph, shall not be limit- 
ed by the definition of such term in section 112(g). 

(251) Property acquired by street, suburban, or intemrban electric 
railway corporation. If the property of any street, suburban, or inter- 
urban electric railway corporation engaged as a common carrier in the 
transportation of persons or property in interstate commerce was acquired 
after December 31, 1934, in pursuance of an order of the court having 
jurisdiction of such corporation in a proceeding under section 77B of 
the National Bankruptcy Act, as amended,^ and the acquiring corpora- 
tion is a street, suburban, or interurban electric railway engaged as a 
common carrier in the transportation of persons or property in interstate 
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commerce, organized or made use of to effectuate a plan of reorganiza- 
tion approved by the court in such proceeding, then, notvsdthstanding the 
provisions of section 270 of Chapter X of the National Bankruptcy Act, 
as amended, 5 the basis, for any taxable year beginning after December 
31, 1939, shall be the same as it would be in the hands of the corpora- 
tion whose property was so acquired. The term ‘‘reorganization*’, as 
used in this paragraph, shall not be limited by the definition of such term 
in section 112(g). 

(22) Property acquired on reorganization of certain corporations. If 
the property was acquired by a corporation upon a transfer to which sec- 
tion 112(h) (10), or so much of section 112(d) or (e) as relates to sec- 
tion 112(b) (10), is applicable, then, notwithstanding the provisions of 
section 270 of the National Bankruptcy Act, as amended,5 the basis in 
the hands of the acquiring corporation shall be the same as it would be 
in the hands of the corporation whose property was so acquired, increased 
in the amount of gain recognized to the corporation whose property was 
so acquired under the law applicable to the year in which the acquisition 
occurred, and such basis shall not be adjusted under subsection (b) (3) 
by reason of a discharge of indebtedness pursuant to the plan of reor- 
ganization under which such transfer was made. 

(23) Tax-free distributions. If the property consists of stock distribut- 
ed after the date of the enactment of the Revenue Act of 1951 to a tax- 
payer in connection with a transaction described in section 112(b) (11) 
(hereinafter in this paragraph called “new stock”), or consists of stock in 
respect of which such distribution was made (hereinafter in this para- 
graph called “old stock”), then the basis of the new stock and of the old 
stock, respectively, shall, in the shareholder’s hands, be determined by al- 
locating between the old stock and the new stock the adjusted basis of the 
old stock; such allocation to be made under regulations prescribed by the 
Secretary. 

(b) Adjusted basis. The adjusted basis for determining the gain or 
loss from the sale or other disposition of property, whenever acquired, 
shall be the basis determined under subsection (a), adjusted as herein- 
after provided. 

(1) General rule. Proper adjustment in respect of the property shall 
in all cases be made — 

(A) For expenditures, receipts, losses, or other items, properly charge- 
able to capital account, but no such adjustment shall be made for taxes or 
other carrying charges, or for expenditures described in section 23 (bb), 
for which deductions have been taken by the taxpayer in determining net 
Income for the taxable year or prior taxable years; 

(B) in respect of any period since February 28, 1913, for exhaustion, 
wear and tear, obsolescence, amortization, and depletion, to the extent 
of the amount — 

(i) allowed as deductions In computing net income under this 
chapter or prior income tax laws, and 

(ii) resulting (by reason of the deductions so allowed) in a re- 
duction for any taxable year of the taxpayer’s taxes under this chap- 
ter (other than subchapter E), subchapter B of chapter 2, or prior in- 
come, war-profits, or excess-profits tax laws, 

but not less than the amount allowable under this chapter or prior in- 
come tax laws. Clause (il) of this subparagraph shall not apply In 
respect of any period since February 28, 1913, and before January 1, 1952, 
unless an election has been made under subsection (d) ; 

(C) in respect of any period prior to March 1, 1913, for exhaustion, 
wear and tear, obsolescence, amortization, and depletion, to the extent 
stistained; 
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(D) in tlie case of stock (to the extent not provided for in the fore- 
going subparagraphs) for the amount of distributions previously made 
which, under the law applicable to the year in which the distribution 
was made, either were tax-free or were applicable in reduction of basis 
(hot including distributions made by a corporation, which was classified 
as a personal service corporation under the provisions of the Revenue Act 
of 1918, Feb. 24, 1919, c. 18, 40 Stat. 1057, or the Revenue Act of 1921, 
Nov. 23, 1921, c. 136, 42 Stat. 227, out of its earnings or profits which 
were taxable in accordance with the provisions of section 218 of the 
Revenue Act of 1918 or 1921) ; 

(E) to the extent provided in section 337(f) In the case of the stock 
of United States shareholders in a foreign personal holding company; and 

(F) to the extent provided in section 28(h) in the case of amounts 
specified in a shareholder's consent made under section 28; 

(G) in the case of property pledged to the Commodity Credit Corpora- 
tion, to the extent of the amount received as a loan from the Commodity 
Credit Corporation and treated by the taxpayer as income for the year 
in which received pursuant to section 123 of this chapter, and to the 
extent of any deficiency on such loan with respect to which the taxpayer 
has been relieved from liability; 

(H) in the case of any bond (as defined in section 125) the interest 
on which is wholly exempt from the tax imposed by this chapter, to the 
extent of the amortizable bond premium disallowable as a deduction 
pursuant to section 125(a) (2), and in the case of any other bond (as 
defined in such section) to the extent of the deductions allowable pur- 
suant to section 125(a) (1) with respect thereto. 

<I) in the case of any short-term municipal bond (as defined in section 
2!2(<o) ), to the extent provided in section 22 (o) (1) (B). 

(J) for amounts allowed as deductions as deferred expenses under sec- 
tion 23 (cc) (2) (relating to certain expenditures in the development of 
min-es) and resulting in a reduction of the taxpayer's taxes under this 
chapter, but not less than the amounts allowable under such section for 
the taxable year and prior years. 

(K) in the case of a residence the acquisition of which resulted, under 
the provisions of section 112 (n), in the nonrecognition of any part of the 
gain realized upon the sale, exchange, or involuntary conversion of anoth- 
er residence, to the extent provided in section 112 (n) (4). 

<L) for deductions to the extent disallowed under section 24(f), not- 
withstanding the provisions of any other subparagraph of this paragraph. 

CM) for amounts allowed as deductions as deferred expenses under sec- 
tion 23 (f£) (2) (relating to certain exploration expenditures) and result- 
ing in a reduction of the taxpayer’s taxes under this chapter, but not less 
than the amounts allowable under such section for the taxable year and 
prior years. 

(25) Substituted basis. The term ''substituted basis" as used in this 
subsection means a basis determined under any provision of subsection 
(a) of this section or under any corresponding provision of a prior income 
tax law, providing that the basis shall be determined — 

(A) by reference to the basis in the hands of a transferor, donor, or 
grantor, or 

. (B) by reference to other property held at any time by the person for 
whom the basis is to be determined. 

Whenever it appears that the basis of property in the hands of the tax-* 
payer is a substituted basis, then the adjustments provided in paragraph 

(1) of this subsection shall be made after first making in respect of such 
substituted basis proper adjustments of a similar nature in respect of 
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the period during which the property was held by the transferor, donor, 
or grantor, or during which the other property was held by the person 
for whom the basis is to be determined. A similar rule shall be applied 
in the case of a series of substituted bases. 

(S) Discliarge of indebtedness. Where In the case of a corporation 
any amount is excluded from gross income under section 22(b) (9) on 
account of the discharge of indebtedness the whole or a part of the amount 
450 excluded from gross income shall be applied in reduction of the basis 
of any property held (whether before or after the time of the discharge) 
by the taxpayer during any portion of the taxable year in which such 
•discharge occurred. The amount to be so applied (not in excess of the 
amount so excluded from gross income, reduced by the amount of any 
deduction disallowed under section 22(b) (9)) and the particular prop- 
erties to which the reduction shall be allocated, shall be determined un- 
der regulations (prescribed by the Commissioner with the approval of 
the Secretary) in effect at the time of the filing of the consent by the 
taxpayer referred to in section 22(b) (9). The reduction shall be made 
ns of the first day of the taxable year in which the discharge occurred 
•except in the case of property not held by the taxpayer on such first day, 
in which case it shall take effect as of the time the holding of the tax- 
payer began. 

(4) Adjustment of capital structure prior to September 22, 1938. 
Where a plan of reorganization of a corporation, approved by the court in 
a proceeding under section 77B of the National Bankruptcy Act, as am end- 
ued, 4 is consummated hy adjustment of the capital or debt structure of 
fiuch corporation without the transfer of its assets to another corpora- 
tion, and a final judgment or decree in such proceeding has been entered 
prior to September 22, 1938, then the provisions of section 270 of the 
l>Tational Bankruptcy Act, as amended,5 shall not apply in respect of the 
property of such corporation. For the purposes of this paragraph the 
term ‘‘reorganization” shall not be limited by the definition of such term 
in section 112(g). 

(c) Property on which lessee has made Improvements. Neither the 
basis nor the adjusted basis of any portion of real property shall, In the 
<;ase of the lessor of such property, be increased or diminished on account 
of income derived by the lessor In respect of such property and excludible 
from gross income under section 22(b) (11). If an amount representing 
-any part of the value of real property attributable to buildings erected or 
other improvements made by a lessee in respect of such property was 
included in gross income of the lessor for any taxable year beginning be- 
fore January 1, 1942, the basis of each portion of such property shall be 
jproperly adjusted for the amount so included in gross income. 

(d) Election in respect of depreciation, etc., allowed before 1952. 
Any person may elect to have clause (il) of subsection (b) (1) (B) apply 
in respect of periods since February 28, 1913, and before January 1, 1952. 
Such an election shall be made in such manner as the Secretary may by 
regulations prescribe and shall be irrevocable when made, except that an 
-election made on or before December 31, 1952, may be revoked at any 
time before January 1, 1955. A revocation of an election shall be made 
in such manner as the Secretary may by regulations prescribe, and no 
election may be made by any person after he has so revoked an election. 
The election shall apply in respect of all property held by the person 
making the election at any time on, or before December 31, 1952, and in 
respect of all periods since February 28, 1913, and before January 1» 
1952, during which such person held such property or for which adjust- 
ments must be made under subsection (b) (2). An election or a revoca- 
iibn of an election by a transferor, donor, or. grantor made after the date 
4 )f the transfer, gift, or grant of property shall not affect the ba^ts of such 
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property in tlie hands of the transferee, donee, or grantee. No election 
may be made under this subsection after December 31, 1954. 53 Stat. 40, 
amended June 2 9, 1939, 10 p. m., E. S. T., c. 247, Title II, §§ 

(a) , 215(b), 223(b), 63 Stat. 871, 872, 879; Mar. 17, 1941, c. 21 § 1, 55 
Stat. 44; Oct 21, 1942, 4:30 p. m., B. W. T., c. 619, Title I, §§ ^^^(b), 
126(c), 130(b), 142(b, c), 142, 144(a), 171(h), 56 Stat, 812, §24 827 
829, 840, 883; Feb. 25, 1944, 12:49 p. m., E. W. T., c. 63, xitle I, §§ 120 

(b) , 121(c). 122(a). 126(b), 58 Stat 41-43, 46; Apr. 2, p . m 

E. S. T., c. 168, Title III, § S66(a), 62 Stat 124; Sept 23, 1950, 3:15 
p. m., E. D. T., c. 994, Title II, §§ 203(b) (1), 204Cb). 206(b). 64 Stat 
928, 929, 931; Oct 20, 1951, 2:07 p. m., E. S. T., c. 520, Title III, §§ 303 
(b), 309(b), 316(b), 317(b), 318(b) (2), (3), 323(b) (2), 342(b), 65 
Stat 483, 487, 493, 496, 501, 516; Oct 21, 1951, c. 661, § 2, 65 Stat 735; 
July 14, 1952, c. 741, §§ 1, 2, 66 Stat 629; Aug. 15, 1953, c. 512, Title 

I, II, §§ 102(a), 203(a). 67 Stat 616, 618. 

1 Par. (19) of subsec. (a) was enacted witliout a catchline, which has been supplied 

So^ ilf ^ rf^nal. Probably should read ‘*77(ni)'% which is section 205(m) of Title 

II, Bankruptcy. 

3 Section 205 of Title 11, Bankruptcy. . 00 +.* 010 

4 Act July 1, 1898, c. 641, § 77B, added by Act June 7, 1934, c. 424, § 1, 48 Stat. 912, 
as amended. Act June 22, 1938, c. 575, § 1, 52 Stat. 840, distributed the provisions of 
section 77B of the Bankruptcy Act throughout chapter 10, Title 11, Bankruptcy, § 
501 et seq. 

6 Section 670 of Title 11, Bankruptcy. 


Historical Ifote 


Keferences to Text. Revenue Act of 
1842 and such Act, referred to in sub- 
sec. (a) (17), is Act Oct. 21, 1942. 

Date of enactment of Revenue Act of 
1939, referred to in subsec. (a) (19) (B- 
D), was June 29, 1939. 

Date of enactment of Revenue Act of 
1951, referred to in subsec. (a) (23), was 
Oct. 20, 1951. 

Subchapter E of chapter 2, referred to 
in subsec. (b) (1) (B) (ii), relating to 
excess profits tax, was repealed as fol- 
lows: sections 741 and 752 by Act Oct. 

21, 1942, 4:30 p. m., E.W.T., c. 619, Title 
II, f§ 224(b), 22S(b), 229(a) (1), 56 Stat. 

920, 925, 931; sections 710-736, 740, 742- 
744, 750, 751, 760, 761, and 780-784 by Act 
Nov. 8, 1945, c. 453, Title I. i 122(a), 59 
Stat. 568. 

1953 Amendment. Subsec. (a) (5) 

amended by Act Aug. 15, 1963, § 203(a), 
which Inserted immediately after the 
words “revoke the trust’*, in the second 
sentence thereof, the words **or to make 
any change in the enjoyment thereof 
through the exercise of a power to alter, 
amend, or terminate the trust.*' 

Subsec. (d) amended by Act Aug, 16, 
1953, $ 102(a), to permit revocation of 
election in respect of excessive depre- 
ciation and to extend from December 31, 

1952 to December 31. 1954 the time with- 
in which an election may be made. 

1953 Amendment. Subsec. (b) (1) (B) 
amended by Act July 14, 1^2, S 1, to pro- 
vide that the basis of property shall be 
adjusted by the amount of the deprecia- 
tion previously allowable, or by deprecia- 
tion previously allowed, If that was more 
than the amount allowable, but only to 
the extent that the deduction of the ex- 
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cess amount reduced Income or excess 
profits for any year. 

Subsec. (d) added by Act July 14, 1952. 

1951 Amendments. Subsec. (a) (5) 

amended by Act Oct. 20. 1951, § 303(b), to 
add last sentence. 

Subsec. (a) (9) amended by Act Oct. 
20, 1951, § 3lS(b) (2), and Act Oct. 31, 
1951, § 2, which added last two sentences. 

Subsec. (a) (13) amended by Act Oct. 
20, 1951, § 31C(b), which inserted “any 
revenue act*' in lieu of “the Revenue Act 
of 1951*'. 

Subsec. (a) (23) added by Act Oct 20, 
1951, i 317(b). 

Subsec. (b) (1) (J) added by Act Oct. 
20, 1951, § 309(b). 

Subsec. (b) (1) (K) added by Act Oct 
20, 1951, § 318(b) (3). 

Subsec. (b) (1) (L) added by Act Oct. 
20, 1951, § 323(b) (2). 

Subsec. (b) (1) (M) added Act Oct 
20, 1951, § 342(b). 

1950 Amondment. Subsec. (a) (18> 

amended by Act Sept. 23, 1950, § 206(b), 
which inserted “whether before or after 
Its amendment by the Revenue Act of 
1950** following “Chapter**. 

Subsec. (b) (1) (A) amended by Act 
Sept 23, 1950, $ 204(b), which Inserted 
or for expenditures described in sec- 
tion 23 (bb)" following “carrying charg- 
es". 

Subsec, (b) (1) (I) added by Act Sept 
23, 1950, { 203(b) (1). 

1948 Amendment. Subsec. (a) (6> 

amended by Act Apr. 2, 1948, which 
added last two sentences to prescribe for 
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the surviving’ spouse, after the death 
of the decedent, a new basis for her por- 
tion of the property held, at the time of 
such death, by the decedent and his 
spouse as community property. 

1944 Amendment. Snbsec. (a) (6) 

amended by Act Feb. 25, 1944, which in- 
serted “or section 112 (Z)” following ''112 
<b) to (e), inclusive" in the first sen- 
tence, and following "property permitted 
by section 112(b)" in second sentence. 

Sub sec. (a) (18) amended by Act Feb. 
25, 1944, which inserted “of this Chapter 
or" following “paragraph (7) of section 
112(b)" and by striking out the comma 
preceding “of the Revenue Act of 1938". 

Subsec. (a) (20) amended by Act Feb. 
25, 1944, which, struck out “1939"' and 
inserted “1938". 

Subsec. (a) (22) added by Act Feb. 25, 
1944. 

Subsec. (b) (4) added by Act Feb. 25, 
1944. 

1942 Amendment, Sub secs, (a) (2, 3. 5, 
IT) and (b) (1) (A), amended and subsecs, 
(a) (20, 21), (b) (1) (H), and (c) added by 
Act Oct. 21, 1942. 

In subsec. (a) (2), the first sentence 
was amended to read as set out in the 
text. Prior to 1942 amendment, the first 
sentence read as follows: “If the prop- 
erty was acquired by gift after December 
31, 1920, the basis shall be the same as 
it would be In the hands of the donor or 
the last preceding owner by whom it 
was not acquired by gift, except that for 
the purpose of determining loss the basis 
shall be the basis so determined or the 
fair market value of the property at the 
time of the gift, whichever Is lower.” 

In subsec. (a) (3), the word “gift” in 
the clause in parenthesis was added. 

In subsec. (a) (5), the last senjbence 
relating to the basis of property in case 
of optional value for estate tax purposes, 
was added. 

In subsec. (a) (17), the paragraph set 
out in the text was substituted for the 
paragraph which read as follows: “If 
the property was acquired in any manner 
described in section 372, the basis shall 
be that prescribed in such section with 
respect to such property.” 

In subsec. (b) (1) (A), the words “In- 
cluding taxes and other carrying charges 
on unimproved and unproductive real 
property” following the words “properly 
chargeable to capital account” were 
stricken out. 

1941 Amendment. Subsec. (a) (11), 

amended by Act Mar. 17, 1941, .whic|i in- 
serted “or the Revenue Act of 1938” at 
the end of, the third sentence and after 
“the Revenue Act of 1936" wherever ap- 
pearing in the last sentence. 

19^9 Amendment. Sub Sec. (a) (6), next 
to last sentence, added by Act June 29, 
1939. 

Snbsec. (a) (19) added by Act June 29, 
1939. 


Subsec. (b) (1) (G) added by Act June 
29, 1939. 

Subsec. (b) (3) added by Act June 29, 
1939. 

Effective Date of 1953 Amendments. 
Section 203(b) of Act Aug. l5, 1953 pro- 
vided that the amendment to subsec. (a) 
(5) should apply only in the case of prop- 
erty transferred by grantors dying after 
Dec, 31, 1951 and only with respect to 
taxable years ending after Dec. 31, 1951. 

Section 102(b) of Act Aug. 15, 1953 pro- 
vided that the amendment to subsec. (d) 
should become effective as if included 
In the amendment made by Act July 
14, 1952, § 2. See “Effective Date of 1952 
Amendment” note under this section. 

Section 3 of Act July 14, 1952, provided 
that:, “The amendments made by this 
Act shall apply in respect of taxable 
years beginning after December 31, 1938. 
Provisions having the effect of such 
amendments shall be deemed to have been 
Included in the revenue laws respectively 
applicable to taxable years ending after 
December 31, 1931, and beginning before 
January 1, 1939.” 

Effective Date' of 1951 Amendments. 
Amendment of subsec. (a) (5) made ap- 
plicable with respect to taxable years 
beginning after Dec. 31, 1950, by section 
303(c) of Act Oct. 20, 1951. Amendment 
of subsec. (a) (9) made applicable to tax- 
able years ending after Dec. 31, 1950, by 
section 318(c) of Act Oct. 20, 1951. 
Amendment of subsec, (a) (18) made ap- 
plicable only to taxable years ending 
after Dec. 31, 1951, by section 316 Cc) of 
Act Oct. 20, 1951. Addition of subsec. 

(a) (23) made applicable with respect 

to taxable years ending after Oct. 20, 
1951, but shall apply only with respect 
to distribution of stock after such date, 
by section 317(c) of Act Oct. 20, 1951 
Amendment of subsection (b) (1) by 

addition of subpar. (K), made applica- 
ble to taxable years ending after Dec. 
31, 1950, by section 318(c) of Act Oct 
20, 1951. Addition of subsec. (b) (1) 
(m) made applicable to taxable years 
ending after Dec, 31, 1950, by section 342 
(c) of Act Oct. 20, 1951. 

Addition of subsec. (b) (1) (L) made 
applicable to any taxable ye^r for which 
a deduction is disallowed hy reason of 
sales, exchanges, or conversions to which 
sections 24(f) and 117 (j) (1), (2) of this 
title are applicable by sectiofi 323(c) of 
Act Oct. 20, 1951. Amendment of subsec. 

(b) (1) (J) made applicable to taxable 
years ending after Dec. 31, 1950, by sec- 
tion 309(d) of Act Oct 20, 1951. 

Effective Date of 1950 Amendment. 
Amendment of subsec. (a) (i8) by Act 
Sept. 23, 1950, as applicable only to tax- 
able years beginning: after Dec, 31, 1950, 
see note set! out tmd'er section 112 of 
I.E.C,1939. 

Amtendxnent of subsec. (b) (1) (A,) fcy 
Act Sept 23, 1950, as applicable with re- 
spect to taxable years beginning after 
Dec. 31, 1945, see note set out under 
section 23 of X.R.C.1939. 
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Amendment of sntsee. (b) (1) (I) by 
Act Sept. 23, 1950, as applicable to tax- 
able years endinsr after June 30, 1950, 
see note set out under section 22 of I.B.C. 
1939. 

HirectiTe Date of 194A Amendment. 
Amendment of subsec. (a) (6) and addi- 
tion of BUbsec. (a) (22) by Act Feb. 25, 
1944, 5 121 (c) (1-3), was made effective 
by section 121(6) thereof, which provided 
as follows: ‘‘Provisions having the effect 
of the amendments made by subsection 

(a) [to section 112(b)], subsection (c) (3) 
[to section 113(a) ], and subsection (d) 
(2), (3), (4), (5), and (6) [to section 112 
(d), (e), (g), (k), and section 718], shall 
be deemed to be Included in the revenue 
laws respectively applicable to taxable 
years beginning after December 31, 1933, 
but shall not affect any tax liability for 
any taxable year beginning prior to 
January 1, 1943. Provisions having the 
effect of the amendments made by sub- 
section (b) [to section 112], subsection 
(c) (1) [to section US (a)], and (2) [to 
section 113(a)], and subsection (d) (1) 
[to section 112(c)], shall be deemed to be 
included in the revenue laws respectively 
applicable to taxable years beginning 
after December 31, 1931.” 

Amendment of subsec. (a) (18) by Act 
Feb. 25, 1944, § 120(b), was made appli- 
cable to taxable years ending after Dec. 
31, 1943, by section 120(c) thereof. 

Amendment of suhsec. (a), adding pars. 
(20), (21), by Act Oct. 21, 1942, $ 142(b), 
was made applicable to taxable years 
beginning after Dec. 31, 193$, by section 
142(d) thereof, as amended by Act Feb. 
25, 1944, § 126(c). 

Amendment of subsec. (b) by Act Feb. 
25, 1944, § 122(a), was made applicable 
to taxable years beginning after Dec. 
31, 1935, by section 122 (b) thereof, which 
provided; “A provision having the ef- 
fect of the amendment made by subsec- 
tion (a) [to section 113(b)] shall be 
deemed to be included In the revenue 
laws respectively applicable to taxable 
years beginning after December 31, 1935,” 

Effective Date of 1942 Amendment. 
Amendments to subsecs, (a) (2, 3, 6, 17), 

(b) (1) (A, H), and (c) by Act Oct. 21. 
1942, S§ 143, 144(a), 171(h), 130(b), 126(c), 
115(b), were made applicable to taxable 
years beginning after Dec, 31, 1941, by 
section 101 thereof. 

Amendment of suhsec. (a), adding pars. 
(20, 21) by Act Oct. 21, 1942, { 142 (b, 
c), was made applicable to taxable years 
beginning after Dec. 31, 1939, by section 
142(d) thereof. 

Effective Date of 1941 Amendment. 
Amendment to subsec. (a) (11) was made 
effective Feb. 11, 1939, by Act Mar. 17, 
1941. 

Effective Date of 1939 Amendment. 

Amendments adding subsec. (a) (6), next 
to last sentence, subsecs, (a) (19), (b) (1) 
(<3)i (i>) (3)> made applicable to taxable 


years beginning after Dec, 31, 1938 by 
sections 213(e), 214(d), 223(c). 215(c) of 
Act June 29, 1939, respectively. 

Credit or Befand for Overpayment. 
Section 366(b) of Act Apr. 2, 1948, pro- 
vided that: “If the allowance of a 
credit or refund of any overpayment of 
tax resulting from the application of this 
section is prevented on the date of the 
enactment of this Act [3:18 p. m. E.S.T. 
Apr. 2, 1948], or within one year from 
such date, by the operation of any law 
or rule of law (other than section 3761 of 
the Internal Revenue Code, relating to 
Compromises), credit or refund of such 
overpayment may, nevertheless, be al- 
lowed or made if claim therefor is filed 
within one year from the date of the 
enactment of this Act [3:18 p. m. B.S.T. 
Apr. 2, 1948]. No interest shall be paid 
on any overpayment resulting from the 
application of the last sentence of sec- 
tion 113(a) (5) of such code, as amended 
by this section, if such overpayment is 
for a taxable year beginning before Janu- 
ary 1, 1948.” 

Basis Under Prior Acts. Sections 213 (i> 
and 214(6), (f), of Act June 29, 1939, re- 
lating to basis under prior acts and de- 
termination of period for which stock 
or rights to acquire stock were held un- 
der prior acts, are set out under volumes 
“Title 26 — Internal Revenue Acta.” 

Property Transmitted at Death. Act 
Oct. 21, 1942, was made applicable only 
to property includible in the gross es- 
tate of a decedent dying after Oct. 21, 
1942, 4:30 p. m., B W.T., by section 144(b) 
thereof. 

Treaty Obligations. Section 015 of Act 
Oct. 20, 1951, provided that; “No amend- 
ment made by this Act [Act Oct. 20, 1951) 
shall apply in any case where its appli- 
cation would be contrary to any treaty 
obligation of the United States.” 

Similar provisions were contained In 
the following Acts: 

1950— Sept. 23, 1950, 3:11 p. m.. B.D.T., 
c. 994, Title II, § 214, 64 Stat. 937. 

1044r-Feb. 25, 1944, 12:49 p. m., E. 
W.T., c. 63, Title I, § 136, 58 Stat. 
53. 

1942— Oct. 21, 1942, 4:30 p. m., M.W. 
T., c. 619, TlUe I, § 109, 66 Stat. 
808. 

Text of Amendatory Bevenno Acts. 
Complete original text of Bevenne Acts 
amending this section, 1939 to date, see 
volumes “Title 26 — ^Internal Bevenne 
Acts”. 

legislative History i For legislative 
history and purpose of Act Aug. 16, 1953^ 
see 1953 U.S Code and Cong, and Adm. 
News, p. 2423. See, also, Acta July 14, 
1952, 1952 U a. Code Cong, and Adm News, 
p. 2167; Oct. 20, 1951, 1951 U.S.Code 
Cong.Service, p. 1781; Apr. 2, 1948, 1948 
U.S.Code Cong.Service, p. 641. 
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§ 114. Basis for diepreciation and depletion 

(a) Basis tor depreciation. The basis upon which exhaustion, wear 
and tear, and obsolescence are to be allowed in respect of any property 
shall be the adjusted basis provided in section 113(b) for the purpose of 
determining the gain upon the sale or other disposition of such property, 

(b) Basis for depletion 

(1) General rule. The basis upon which depletion is to be allowed in 
respect of any property shall be the adjusted basis provided in section 
113(b) for the purpose of determining the gain upon the sale or other 
disposition of such property, except as provided in paragraphs (2), (3), 
and (4) of this subsection. 

(2) Discovery value in the case of mines. In the case of mines (ex- 
cept mines in respect of which percentage depletion is allowable un- 
der paragraph (4) of this subsection) discovered by the taxpayer after 
February 28, 1913, the basis for depletion shall be the fair market 
value of the property at the date of discovery or within thirty days 
thereafter, if such mines were not acquired as the result of purchase 
of a proven tract or lease, and if the fair market value of the property is 
materially disproportionate to the cost. The depletion allowance under 
section 23 (m) based on discovery value provided in this paragraph shall 
not exceed 50 per centum of the net Income of the taxpayer (computed 
without allowance for depletion) from the property upon which the dis- 
covery was made, except that in no case shall the depletion allowance un- 
der section 23 (m) be less than it would be if computed without reference 
to discovery value. Discoveries shall Include minerals in commercial 
quantities contained within a vein or deposit discovered in an existing 
mine or mining tract by the taxpayer after February 28, 1913, if the vein 
or deposit thus discovered was not merely the uninterrupted extension 
of a continuing commercial vein or deposit already known to exist, and 
If the discovered minerals are of sufficient value and quantity that they 
could be separately mined and marketed at a profit. 

(3) Percentage depletion for oU and gas weUs. In the case of oil and 
gas wells the allowance for depletion under section 23 (m) shall be 27% 
per centum of the gross income from the property during the taxable 
year, excluding from such gross income an amount equal to any rents or 
royalties paid or incurred by the taxpayer in respect of the property. Such 
allowance shall not exceed 60 per centum of the net income of the tax- 
payer (computed without allowance for depletion) from the property, 
except that in no case shall the depletion allowance under section 23 (m) 
be less than it would be if computed without reference to this paragraph. 

(4) Percentage depletion for coal and metal mines and for certain other 
mines and natural mineral deposits 

(A) In general. The allowance for depletion under section 23 (m) 
in the case of the following mines and other natural deposit shall be — 
(i) in the case of sand, gravel, slate, stone (Including pumice 
and scoria), brick and tile clay, shale, oyster shell, clam shell, 
granite, marble, sodium chloride, and, if from brine wells, cal- 
cium chloride, magnesium chloride, and bromine, 5 per centum, 
(li) in the case of coal, asbestos, brucite, dolomite, magnesite, 
perlite, wollastonite, calcium carbonates, and magnesium carbon- 
ates, 10 per centum, 

(iii) in the case of metal mines, aplite, bauxite, fluorspar, flake 
graphite, vermiculite, beryl, garnet, feldspar, mica, talc (including 
pyrophyllite), lepidolite, spodumene, barite, ball clay, sagger clay, 
china clay, phosphate rock, rock asphalt, trona, bentonite, gilson- 
Ite, thenardite, borax, fuller's earth, tripoli, refractory and fire 
clay, quartzite, diatomaceous earth, metallurgical grade limestone, 
chemical grade limestone and potash, 16 per centum, and 
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(iv) in tlie case of sulfur, 23 per centum, 
of the gross income from the property during the taxable year, ex- 
cluding from such gross income an amount equal to any rents or royal- 
ties paid or incurred by the taxpayer in respect of the property. Such 
allowance shall not exceed 50 per centum of the net income of the 
taxpayer (computed without allowance for depletion) from the prop- 
erty, except that in no case shall the depletion allowance under sec- 
tion 23 (m) be less than it would be if computed without reference to 
this paragraph. 

(B) Definition of gross income from property. As used in this 
paragraph the term “gross income from the property** means the 
gross income from mining. The term “mining** as used herein shall 
be considered to include not merely the extraction of the ores or 
minerals from the ground but also the ordinary treatment processes 
normally applied by mine owners or operators in order to obtain the 
commercially marketable mineral product or products, and so much 
of the transportation of ores or minerals (whether or not by common 
carrier) from the point of extraction from the ground to the plants 
or mills in which the ordinary treatment processes are applied thereto 
as is not in excess of 5 0 miles unless the Secretary finds that the physi- 
cal and other requirements are such that the ore or mineral must be 
transported a greater distance to such plants or mills. The term 
“ordinary treatment processes**, as used herein, shall include the 
following; (i) In the case of coal — cleaning, breaking, sizing, and 
loading for shipment; (ii) in the case of sulphur — pumping to vats, 
cooling, breaking, and loading for shipment; (iii) in the case of iron 
ore, bauxite, ball and sagger clay, rock asphalt, and minerals which 
are customarily sold in the form, of a crude mineral product — sorting, 
concentrating, and sintering to bring to shipping grade and form, and 
loading for shipment; and (iv) in the case of lead, zinc, copper, gold, 
silver, or fluorspar ores, potash, and ores which are not customarily 
sold in the form of the crude mineral product — crushing, grinding, 
and beneficiation by concentration (gravity, flotation, amalgamation, 
electrostatic, or magnetic), cyanidation, leaching, crystallization, 
precipitation (but not including as an ordinary treatment process 
electrolytic deposition, roasting, thermal or electric smelting, or re- 
fining), or by substantially equivalent processes or combination of 
processes used in the separation or extraction of the product or prod- 
ucts from the ore, including the furnacing of quicksilver ores. The 
principles of this subparagraph shall also be applicable in determin- 
ing gross income attributable to mining for the purposes of sections 
450 and 453. 53 Stat. 45, amended Oct. 21, 1942, 4:30 p. m., E. W. T., 
c. 619, Title I, § 145, 66 Stat. 840; Feb. 25, 1944, 12:49 p, m., E. W. 
T., c. 63, Title I, § 124 (a-c), 68 Stat. 44, 45; Aug. 8, 1947, c. 515, 

§ 15(b, c), 61 Stat. 920; Sept. 23, 1950, 3:15 p. m., E. D. T., c. 594, 
Title II, § 207(a), 64 Stat. 931; Jan. 3, 1951, 10:13 a. m., c. 1199, 
Title III, § 304(d), 64 Stat. 1220; Oct. 20, 1951, 2:07 p. m.. E. S. T.' 
c. 621, Title III, § 319(a), (b), 66 Stat. 497. 


Historical Note 


19IJ1 Amendments. Subsec. (b) (2) 

amended by Act Oct. 20, 1951, § 319(b), to 
insert text preceding '‘discovered by the 
taxpayer after February 28, 1913”. 

Subsec. (b) (4) (A) amended by Act 
Oct. 20, 1961, § 319(a), to set up a new 
group of minerals to which percentage 
depletion is ayallable at the rate of 6 
per cent, to allow asbestos a 10 per cent 


rate, and to set up a new group of non- 
metallic metals to which the 15 per cent 
rate is applicable. 

Subsec. (b) (4) (B) amended by Act 
Jan. 3, 1961, which inserted ”450 and 453” 
in lieu of ”731 and 736”. 

1950 Amendment. Snbsec. (b) (4) (B) 
amended by Act Sept. 23, 1950, to redefine 
term “mining”. 
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1947 Ameoadment. Subsecs, (b) (2) and 
(b) (4) amended by Act Aug. 8 , 1947, 
which added to the minerals “china clay, 
bentonite, gilsonite, and thenardite’\ 

1944 Amendment. Subsec. (b) (2) 

amended by Act Feb. 25, 1944, which in- 
serted “flake graphite * « potash*^ 

following “fluorspar”. 

Subsec. (b) (4) amended by Act, Feb. 
25, 1944, which changed catchline, added 
snbpar. catchline “(A) In general”, 
amended first sentence of subpar, (A), 
and added subpar. (B). 

1942 Amendment. Subsec. (b) (2, 4) 
amended by Act Oct, 21, 1942. In subsec. 
(b) (2), the words “metal, coal, fluorspar, 
ball and sagger clay, rock asphalt, or 
sulphur mines” were substituted for the 
words “metal, coal, or sulphur mines**. 

Prior to Act Oct 21, 1942, subsec. (b) 
(4) read as follows: «"<4) Percentage de- 
pletion for coal and metal mines and 
sulphur. The allowance for depletion un- 
der section 23 (m) shall be, in the case 
of coal mines, 5 per centum, in the case 
of metal mines, 15 per centum, and, in 
the case of sulphur mines or deposits, 23 
per centum, of the gross income from the 
property during the taxable year, ex- 
cluding from such gross income an 
amount equal to any rents or royalties 
paid or incurred by the taxpayer in re- 
spect of the property. Such allowance 
shall not exceed 50 per centum of the net 
income of the taxpayer (computed with- 
out allowance for depletion) from the 
property. A taxpayer making his first 
return under this chapter in respect of 
a property shall state whether he elects 
to have the depletion allowance for such 
property for the taxable year for which 
the return is made computed with or 
without regard to percentage depletion, 
and the depletion allowance in respect of 
such property for such year shall be com- 
puted according to the election thus 
made. If the taxpayer fails to make 
such statement in the return, the deple- 
tion allowance for such property for such 
year shall be computed without reference 
to percentage depletion. The method, de- 
termined as above, of computing the de- 
pletion allowance shall be applied in the 
case of the property for all taxable years 
in which it is in the hands of such tax- 
payer, or of any other person if the basis 
of the property (for determining gain) 
in his hands is, under section 113, de- 
termined by reference to the basis in 
the hands of such taxpayer, either direct- 
ly or through one or more substituted 
bases, as defined In that section. The 
above right of election shall be subject to 
the qualification that this paragraph 
shall, for the purpose of determining 
whether the method of computing the de- 
pletion allow'ance follows the property, 
be considered a continuation of section 
114(b) (4) of the Eeyenue Act of 1934, 48 
Stat. 710, and the Eevenue Act of 1936, 
49 tStat. 1686, and the Eevenue Act of 
1938, 62 Stat. 494, and as giving no new 
election in cases where either of such sec- 
tions would, if applied, give no new elec- 
tion.” 


Effective Date of 1951 Amendments. 
Section 319 <c) of Act Oct. 20, 1951, as 
amended by Act July 21, 1952, c 951, § 5, 
66 Stat. 820, provided that the amend- 
ments of subsecs (b) (2) and (b) (4) (A) 
should be effective on and after Jan. 1,. 
1951. 

Section 304(g) of Act Jan. 3, 1951, pro- 
vided that the amendments of sub sec. 
(b) (4) (B) of this section, sections 122 
(d) (6), 391. 396, 3779(b), (c), (g), (i), and 
37^(a), and the repeal of section 3807 
should be applicable with respect to tax- 
able years ending after June 30, 1950. 

Effective Date of 1950 Amendment. 
Section 207(b) of Act Sept 23, 1950, pro- 
vided that the amendment of subsection 
(b) should be applicable with respect to 
taxable years beginning after Dec, 31,. 
1949. 

Effective Date of 1947 Amendment. 
Section 15(d) of Act Aug. 8, 1947, pro- 
vided: “The amendments made by sub- 
sections (b) and (c) of this section [sec- 
tion 15 of Act Aug. 8, 1947] shall be ap- 
plicable with respect to taxable years- 
beginning after December 31, 1946.” 

Effective Date of 1944 Amendment. 
Section 124(d) of Act Feb. 25, 1944, pro- 
vided “The amendments made by subsec- 
tions (a) and (b) inserting flake graphite 
in section 114(b) (2) and (4) of the In- 
ternal Eevenue Code [1939] shall be ap- 
plicable with respect to taxable years 
beginning after December 31, 1942. A 
provision having the effect of the amend- 
ment made by subsection (c) shall be 
deemed to be included in the revenue 
laws respectively applicable to taxable 
years beginning after December 31, 1931.” 

Effective Date of 1942 Amendment. 
Section 101 of Act Oct. 21, 1942, provided 
that the amendment of this section was 
made applicable to taxable years begin- 
ning after Dec. 31, 1941. 

Repeals. Section 15(a) of Act Aug. 8, 
1947, repealed section 124 (e) of Act Feb. 
25, 1944, which provided for the termina- 
tion of amendments to section by section 
124(a), (b) of Act Feb. 25, 1944, with re- 
spect to any taxable year beginning on or 
after the date of termination of hostili- 
ties. Said section 15(a) also provided in 
part that the repeal was effective as of 
Feb, 25, 1944. 

Treaty Obligations. Section 615 of Act 
Oct. 20, 1951, provided that: “No amend- 
ment made by this Act [Act Oct. 20, 1951| 
shall apply In any case where its appli- 
cation would be contrary to any treaty 
obligation of the United States.” 

Similar provisions were contained In 
the following Acts : 

1960— Sept. 23, 1950, 3:11 p. m., 
c. 994, Title II. S 214^ 64 Stat. 937. 

1944_Feb. 26, 1944, 12:49 p. m., 
c. 63, Title I, ! 136, 68 Stat. 53. 

1942— Oct. 21, 1942, 4:30 p. m., E.W.T., 
c. 619, Title I, § 109, 56 Stat. 808. 

Text of Amendatory Revenue Aete. 
Complete original text of Eevenue Acte 
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amending tMs section, 193^, to date, purpose of Act Oct. 20, 1951, see 1^1 
rsee volumes “Title 2^InternaI Eevenue TT.S.Code Cong Service, p. 1781. See, also, 

2, 1950, 1950 US Code Cong. 

Xi€grislativ© History and Congressional Service, p. 4027 ; Act Aug. 8, 1947, 1947 
■Comm-ent: For legislative history and U.S Code Cong. Service, p« 1668. 

§ 115. Distributions by corporations 

(a) Distribution by corporations. The term “dividend’' when used in 
this chapter (except in section 201(c) (5), section 204(c) (11) and sec- 
tion 207(a) (2) and (b) (3) (where the reference is to dividends of in- 
surance companies paid to policy holders) ) means any distribution made 
by a corporation to its shareholders, whether in money or in other prop- 
*erty, (1) out of its earnings or profits accumulated after February 28, 
1913. or (2) out of the earnings or profits of the taxable year (computed 
as of the close of the taxable year without diminution by reason of any 
distributions made during the taxable year), without regard to the amount 
of the earnings and profits at the time the distribution was made. In the 
•case of a corporation which, under the law applicable to the taxable year 
in which the distribution is made, is a personal holding company, or 
which, for the taxable year in respect of which the distribution is made un- 
4er section 504(c) or section 606 or a corresponding provision of a prior 
income-tax law, is a personal holding company under the law applicable 
to such taxable year, such term also means any distribution (whether or 
mot a dividend as defined in the preceding sentence) to its shareholders, 
whether in money or in other property, to the extent of its suhchapter A 
met income, less the sum of the following: 

(1) The net operating loss credit provided in section 26(c) (1); 

(2) The dividend carry-over provided in section 27 (c) ; and 

(3) The deduction for amounts for retirement of indebtedness provided 
dn section 604(b) . 

(b) Source of distributions. For the purposes of this chapter every 
•distribution is made out of earnings or profits to the extent thereof, and 
from the most recently accumulated earnings or profits. Any earnings 
or profits accumulated, or increase in value of property accrued, before 
March 1, 1913, may be distributed exempt from tax, after the earnings 
and profits accumulated after February 28, 1913, have been distributed, 
but any such tax-free distribution shall be applied against and reduce the 
.-adjusted basis of the stock provided in section 113. The preceding sen- 
rtence shall not apply to a distribution which is a dividend within the 
meaning of the last sentence of subsection (a) . 

(c) Distributions in liquidation. Amounts distributed in complete 
’liquidation of a corporation shall be treated as in full payment in ex- 
‘change for the stock, and amounts distributed in partial liquidation of 
-a corporation shall be treated as In part or full payment in exchange for 
the stock. The gain or loss to the distributee resulting from such ex- 
change shall be determined under section 111, but shall be recognized only 
to the extent provided in section 112. In the case of amounts distributed 
(whether before January 1, 1939, or on or after such date) in partial 
liquidation (other than a distribution to which the provisions of subsec- 
tion (h) of this section are applicable) the part of such distribution which 
Is properly chargeable to capital account shall not be considered a distri- 
bution of earnings or profits. If any distribution in partial liquidation or 
In complete liquidation (including any one of a series of distributions 
made by the corporation in complete cancellation or redemption of all its 
stock) is made by a foreign corporation which with respect to any taxable 
year beginning on or before, and ending after, August 26, 1937, was a 
foreign personal holding company, and with respect to which a United 
States group (as defined in section 331(a) (2)) existed after August 26, 
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1937, and before January 1, 1938, then, despite the foregoing proyisions 
of this subsection, the gain recognized resulting from such distribution 
shall be considered as a gain from the sale or exchange of a capital asset 
held for not more than 6 months. 

(d) Other distributions from capital. If any distribution made by a 
•corporation to its shareholders is not out of increase in value of property 
accrued before March 1, 1913, and is not a dividend, then the amount of 
auch distribution shall be applied against and reduce the adjusted basis 
of the stock provided in section 113, and if in excess of such basis, such 
excess shall be taxable in the same manner as a gain from the sale or 
exchange of property. This subsection shall not apply to a distribution 
in partial or complete liquidation or to a distribution which, under sub- 
jection (f) (1), is not treated as a dividend, whether or not otherwise a 
-dividend. 

(e) Distributions by personal service corporations. Any distribution 
made by a corporation, which was classified as a personal service corpo- 
ration under the provisions of the Revenue Act of 1918 or the Revenue 
Act of 1921, out of its earnings or profits which were taxable in accord- 
ance with the provisions of section 218 of the Revenue Act of 1918, 40 
.Stat. 1070, or section 218 of the Revenue Act of 1921, 42 Stat. 245, shall 
be exempt from tax to the distributees. 

(f) Stock dividends — (1) General rule. A distribution made by a 
•corporation to its shareholders in its stock or in rights to acquire its 
atock shall not be treated as a dividend to the extent that it does not 
'Constitute income to the shareholder within the meaning of the Sixteenth 
Amendment to the Constitution. 

(3) Election of shareholders as to medium of payment. Whenever 
a distribution by a corporation is, at the election of any of the share- 
holders (whether exercised before or after the declaration thereof), pay- 
able either (A) in its stock or in rights to acquire its stock, of a class 
which if distributed without election would be exempt from tax under 
paragraph (1), or (B) in money or any other property (including its 
stock or in rights to acquire its stock, of a class which if distributed with- 
«out election would not be exempt from tax under paragraph (1)), then 
the distribution shall constitute a taxable dividend in the hands of all 
fshareholders, regardless of the medium in which paid. 

(g) Redemption of stock. 

(1) In general. If a corporation cancels or redeems its stock (whether 
•or not such stock was issued as a stock dividend) at such time and in such 
manner as to make the distribution and cancellation or redemption in 
whole or in part essentially equivalent to the distribution of a taxable 
•dividend, the amount so distributed in redemption or cancellation of the 
stock, to the extent that it represents a distribution of earnings or profits 
-accumulated after February 28, 1913, shall be treated as a taxable divi- 
dend. 

(2) Redemption through use of subsidiary corporation. If stock of a 
-corporation (hereinafter referred to as the issuing corporation) is acquired 
by another corporation (hereinafter referred to as the acquiring corpora- 
tion) and the issuing corporation controls (directly or indirectly) the ac- 
quiring corporation, the amount paid for the acquisition of the stock shall 
-constitute a taxable dividend from the issuing corporation to the extent 
that the amount paid for such stock would have been considered, under 
"paragraph (1), as essentially equivalent to a taxable dividend if such 
-amount had been distributed by the acquiring corporation to the issuing 
corporation and had been applied by the issuing corporation in redemption 
of its stock. For the purposes of this paragraph, control means the bwn- 
orship of stock possessing at least 60 per centum of the total combined 
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voting power of all classes of stock entitled to vote or at least 50 per cen- 
tum of ttie total value of shares of all classes of stock of the corporation. 

(a) Redemptioii of stock to pay death taxes. The provisions of this 
subsection shall not apply to such part of any amount so distributed with 
respect to stock the value of which is included in determining the value 
of the gross estate of a decedent in accordance with section 811 , as is 
distributed after such decedent’s death and within the period of limitations 
for the assessment of estate tax provided in section 874 (a) (determined 
without the application of section 875) or within 90 days after the ex- 
piration of such period, and as is not in excess of the estate, inheritance, 
legacy, and succession taxes (including any interest collected as a part of 
such taxes) imposed because of such decedent’s death; Provids^, That the 
value of the stock in such corporation for estate tax purposes comprises 
more than 35 per centum of the value of the gross estate of such decedent. 

(h) Effect on earnings and profits of distributions of stock. The dis- 
tribution (whether before January 1, 19S9, or on or after such date) to 
a distributee by or on behalf of a corporation of its stock or securities, of 
stock or securities in another corporation, or of property or money, shall 
not be considered a distribution of earnings or profits of any corporation — 

(1) if no gain to such distributee from the receipt of such stock or 
securities, property or money, was recognized hy law, or 

(2) if the distribution was not subject to tax in the hands of such 
distributee because it did not constitute income to him within the mean- 
ing of the Sixteenth Amendment to the Constitution or because exempt 
to him under section 115(f) of the Revenue Act of 1934, 48 Stat. 712, or 
a corresponding provision of a prior Revenue Act. 

As used In this subsection the term ‘‘stock or securities” includes rights* 
to acquire stock or securities. 

(i) Definition of partial liquidation. As used in this section the term, 
“amounts distributed in partial liquidation” means a distribution by a 
corporation in complete cancellation or redemption of a part of its stock, 
or one of a series of distributions in complete cancellation or redemption 
of all or a portion of its stock. 

(j) Valuation of dividend. If the whole or any part of a dividend ia 
paid to a shareholder in any medium other than money the property re- 
ceived other than money shall be included in gross income at its fair 
market value at the time as of which it becomes income to the shareholder. 

(k) Consent distributions. 

For taxability as dividends of amounts agreed to be included in gross income by 
shareholders’ consents, see section 28 , 

(2) Effect on earnings and profits of gain or loss and of receipt of 
tax-free distributions. The gain or loss realized from the sale or other 
disposition (after February 28, 1913) of property by a corporation — 

(l) for the purpose of the computation of earnings and profits of 
the corporation, shall be determined, except as provided in paragraph 
(2), by using as the adjusted basis the adjusted basis (under the law 
applicable to the year in which the sale or other disposition was made) 
for determining gain, except that no regard shall be had to the value of 
the property as of March 1, 1913; but 

(2) for the purpose of the computation of earnings and profits of 
the corporation for any period beginning after February 28, 1913, shall 
be determined by using as the adjusted basis the adjusted basis (under 
the law applicable to the year in which the sale or other disposition was. 
made) for determining gain. 

Gain or loss so realized shall increase or decrease the earnings and 
profits to, but not beyond, the extent to which such a realized gain 
or loss was recognized in computing net income under the law applicable^ 
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to the year in whicli such sale or disposition was made. Where in de- 
termining the adjusted basis used in computing such realized gain or 
loss the adjustment to the basis differs from the adjustment proper for 
the purpose of determining earnings or profits, then the latter adjust- 
ment shall be used in determining the increase or decrease above provided. 
For the purposes of this subsection, a loss with respect to which a de- 
duction is disallowed under section 118, or a corresponding provision 
•of a prior income-tax law, shall not be deemed to be recognized. Where 
a corporation receives (after February 28, 1913) a distribution frozn a 
second corporation which (under the law applicable to the year in which 
the distribution was made) was not a taxable dividend to the share- 
holders of the second corporation, the amount of such distribution shall 
not increase the earnings and profits of the first corporation in the follow- 
ing cases: 

(1) No such increase shall be made in respect of the part of such 
distribution which (under such law) is directly applied in reduction of 
the basis of the stock in respect of which the distribution was made. 

(2) No such increase shall be made if (under such law) the distribu- 
tion causes the basis of the stock in respect of which the distribution 
was made to be allocated between such stock and the property received. 

(m) Earnings and profits — ^Increase in value accrued before March 
1, 1913. 

(1) If any increase or decrease in the earnings or profits for any 
period beginning after February 28, 1913, with respect to any matter 
would be different had the adjusted basis of the property involved 
been determined without regard to its March 1, 1913, value, then, 
except as provided in paragraph (2), an increase (properly reflecting 
such difference) shall be made in that part of the earnings and profits 
consisting of increase in value of property accrued before March 1, 1913. 

(2) If the application of subsection (1) to a sale or other disposition 

after February 28, 1913, results in a loss which is to be applied in 
decrease of earnings and profits for any period beginning after February 
:28, 1913, then, notwithstanding subsection (Z) and in lieu of the rule 
provided in paragraph (1) of this subsection, the amount of such loss 
so to be applied shall be reduced by the amount, if any, by which the 
adjusted basis of the property used in determining the loss, exceeds the 
adjusted basis computed without regard to the value of the property on 
March 1, 1913, and if such amount so applied in reduction of the de- 
crease exceeds such loss, the excess over such loss shall increase that 
part of the earnings and profits consisting of increase in value of property 
accrued before March 1, 1913. 63 Stat. 4$, amended June 29, 1939, 

10 p. m., E. S. T., c. 247, Title II, § 214(b). 63 Stat. 873; Oct. 8, 1940, 

11 p. m., E. S. T.. c. 767, Title V, § 601(a), (b), 64 Stat. 1004; Oct. 21, 
1942 4:30 p. m., E. W. T., c. 619, Title I. §§ 146(a), 147, 166, 186(a) 
(l),'(b), 66 Stat. 841, 876, 895, 896; Feb. 25* 1944, 12:49 p. pi., E. W. 
T., c. 63, Title V, § 612(a). 68 Stat. 76; June 25, 1947, c. 144, § 1, 61 
.-Stat. 179; Sept. 23, 1960, 3:15 p. m., E. D. T., c. 994, Title II, §§ 208(a), 
209(a), 64 Stat. 931, 932; Oct. 20, 1961, 2:07 p. m., E. S. T., c. 621, 
“Title III, § 320(a), 65 Stat. 498. 


Historical Note 


1951 Amendment. Subsec. (g) (3) 

amended by Act Oct. 20, 1951, { 320(a), to 
substitute “85 per c^tum of the value of 
“the gross estate” in fieu of “60 per 
centum of the value of the net estate,” 

1950 Ajnendment. Subsec. (g) amend- 
ed hf Act Sept 23. 1960. || 208Ca), 209(a). 


cited to text, which reenacted par. (JL) 
and added pars. (2) and (3). 

1947 Amendment. Subsec. (a) amended 
by Act June 25, 1947, which allowed de- 
duction of net operating! loss credit divi- 
dend carry-over, and amounts for retire- 
ihent of indebtedness in determining dJv- 
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idend distributions of a personal holding 
Company. 

1944 Amendment. Snbaec. (a) amended 
by Act Feb. 25, 1944, which inserted “(to 
the extent of its subchapter A net in- 
come, whether or not a dividend as de- 
fined in the preceding sentence)” follow- 
ing “distribution” where first appearing 
in last sentence. 

1942 Amendment. Subsecs, (a) and (b), 
second sentences, and snbaec (Z), fourth 
sentence added and subsec. (a), first 
sentence amended by Act Oct. 21, 1942. 

1940 Amendment. Sub secs. (Z) and <m) 
added by Act Oct. 8, 1940, { 501(a). 

1939 Amendment. Snbsec (d) amended 
by Act June 29, 1939. 

Effective Bate of 195-1 Amendment. 
Amendment of subsec. (i?) i'i) made ap- 
plicable to taxable years ending on or 
after Oct. 20, 1951, but shall apply only 
to amounts distributed on or after such 
date, by section 320(b) of Act Oct. 20, 
1951. 

Effective Bate of 1050 Amendment. 
Section 208(b) of Act Sept 23, 1950, 
provided that the amendment of par. 
(1) and the addition of par. (2) should 
be applicable with respect to taxable 
years ending after Aug 31, 1930, bnt 
should apply only with respect to 
amounts received after Aug. 31, 1950. 

Section 209(b) of Act Sept 23, 1950, 
provided that the addition of par. (3) 
should be applicable to tax years end- 
ing on or after Sept 23, lt50, but should 
8-PpIy only to amounts distributed on or 
after Sept. 23, 1950. 

Effective Bate of 1941 Amendment. 

Amendment of sub sec. (c) by section 1 
of Act June 25, 1947, was made effective 
for all taxable years beginning after Dec. 
31, 1943, by section 2 of said Act. 

Effective Bate of 1944 Amendment. 

Amendment of snbsec. (a) by Act Feb. 

25, 1944, vras made effective for all tax- 
able years beginning after Bee. 31, 1941, 
by section 512(b) thereof. 

Effective Bate of 1942 Amendment. 

Amendment of snbsec. (a) by Act Oct. 21, 
1942, § 166, affecting first sentence, and 
amendment of snbsec. (c) by section 147 
of said Act were made applicable to tax- 
able years beginning after Dec. 31, 1941, 
by section 101 thereof. 

Amendments of sub secs, (a) and (b), 
adding last sentences to each snbsec. 
were made effective by section 186 <f) and 
(g) of Act Oct. 21, 1942, as follows: 

“(f) The amendments made by subsec- 
tions (a) to (e), inclusive (to section 28 
(d) (1), 115(a, b). 604(c) (1, 2) and 506 
(c) (1)) shall be effective as of the date 
of enactment of the laws amended there- 
by. 

“(g) The amendments made by subsec- 
tions (a) to (d), inclusive (to sections 
116(a, b), 604(c) (1, 2) and 506(c) (1)). 
shall not apply with respect to any dis- 
tribution, which is a dividend solely by 


reason of the last sentence of section 115 

(a) of the applicable revenue law. made 
prior to the date of enactment of this 
Act (Oct. 21, 1942, 4:30 p. m. E.W.T.) 
by a corporation which, under the law 
applicable to the taxable year in which 
the distribution is made, is a personal 
holding company, or which, for the tax- 
able year in respect of which it is made 
under section 504(e) or section 506 (of 
title 26) or a corresponding provision 
of a prior income tax law, is a personal 
holding company under the law applica- 
ble to such taxable year, unless — 

“(1) The corporation (under regula- 
tions prescribed by the Commissioner 
with the approval of the Secretary) files, 
within one year after the date of the 
enactment of this Act, a claim for the 
benefit of this section on account of 
such distribution; 

“(2) Such claim is accompanied by 
signed consents made under oath by 
each person to whom the corporation 
made such distribution agreeing to the 
inclusion of the amount of such distribu- 
tion to him in his gross income as a 
taxable dividend. If any such person is 
no longer in existence or is under dis- 
ability then the consent may be made by 
Ms legal representative; and 

“(3) Each such consent filed is accom- 
panied by cash, or such other medium of 
payment as the Commissioner may by 
regulations authorize, in an amount eouaf 
to the amount that would be required by 
section 143(b) or 144 of the applicable 
revenue law to be deducted and withheld 
by the corporation if the amount of the 
distribution to the shareholder had been 
paid to the shareholder in cash as a divi- 
dend. The amount accompanying such 
consent shall be credited against the tax 
under the applicable revenue law imposed 
by section 211(a) or 231(a) (of title 26> 
upon the shareholder.” 

Amendment of sub sec. (1) by Act Oct 
21, 1942, i 146(a), was made effective by 
section 146(b) thereof as follows: “The 
amendment made by this section shall be 
effective as if it were made by section 
601 of the Second Revenue Act of 1940 
(ell. Oct. 8, 1940, 11 p. m., B S.T., applica- 
ble to taxable years beginning after Dec* 
31. 1938).“ 

Effective Bate ef ld40 Amendment- 
Amendment adding subsecs (Z) and (m> 
made applicable to taxable years begin- 
ning after Dec. 31, 1938 by section 601 

(b) of Act Oct. 8, 1940. 

Effective Bate of 1989 Amendiiwnt. 
Amendment of subsec. (d) made ap- 
plicable to taxable years beginning after 
Dec. 31, 1938, by section 214(d) of Act 
June 29, 1939. 

Effective Bate of Prior Acts. Section 
601(c) of Act Oct 8^ 1940, provided as 
follows : 

“(c) Under prior acts. — ^For the pur- 
poses of the Revenue Act of 1938 or any 
prior Revenue Act the amendments made 
to the Internal Revenue Code by sub- 
section (a) of this section shall be effec- 
tive as if they were a part of each such 
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Kevemie Act on the date of its enactment. 
Nothing in this subsection shall affect 
the tax liability of any taxpayer for any 
year which, on September 20, 1940, was 
pending before, or was theretofore de- 
termined by, the Board of Tax Appeals, 
or any court of the United States.” 

Interest On Overpaynaents. Section 3 of 
Act June 25, 1947, provided: ”No interest 
shall be allowed or paid in respect of 
any overpayment of tax resulting from 
the foregoing amendment [section 1 of 
Act June 26. 1947,].” 

Treaty Obligations. Section 615 of Act 
Oct. 20, 1951, provided that: “No amend- 
ment made by this Act [Act Oct. 20, 
1951] shall apply in any case where its 
application would be contrary to any 
treaty obligation of the United States.” 


Similar provisions were contained in 
the following Acts: 

1950— Sept. 23, 1950, 3:11 p. m., B.D.T.. 

e. 994, Title II, § 214, 64 Stat. 937. 
1944— Feb 25, 1944, 12:49 p. m„ B.W.T., 
c 63, Title I, § 136, 58 Stat. 53. 
1942— Oct. 21, 1942, 4*30 p. m.. E.W.T., 
c. 619, Title I, § 109, 56 Stat. 808. 

Text of Amendatory Revenue Acts. 
Complete original text of Revenue Acts 
amending this section, 1939 to date, 
see volumes “Title 26 — ^Internal Revenue 
Acts”. 

Xiegislative History and Congressional 
Comment: For legislative history and 
purpose of Act Oct. 20, 1951, see 1951 U S. 
Code Cong.Service, p 1781. See, also, 
Act June 25, 1947, 1947 U.S.Code Cong. 
Service, p. 1213. 


§ 116. Exclusions from gross income 

In addition to the items specified in section 22(b), the following 
items shall not be included in gross income and shall be exempt from 
taxation under this chapter: 

(a) Earned income from sources without the United States 

(1) Bona fide resident of foreign country. In the case of an Individual 
citizen of the United States, who establishes to the satisfaction of the Sec- 
retary that he has been a bona fide resident of a foreign country or 
countries for an uninterrupted period which includes an entire taxable 
year, amounts received from sources without the United States (except 
amounts paid by the United States or any agency thereof) if such amounts 
constitute earned income (as defined in paragraph (3)) attributable to 
such period; but such individual shall not be allowed as a deduction from 
his gross Income any deductions properly allocable to or chargeable 
against amounts excluded from gross Income under this paragraph. 

(2) Presence in foreign country for 17 months. In the case of an in- 
dividual citizen of the United States, who during any period of 18 con- 
secutive months is present in a foreign country or countries during at 
least 510 full days in such period, amounts received from sources without 
the United States (except amounts paid by the United States or any agen- 
cy thereof) if such amounts constitute earned income (as defined In para- 
graph (3)) attributable to such period; but such individual shall not he 
allowed as a deduction from his gross income any deductions properly al- 
locable to or chargeable against amounts excluded from gross income 
under this paragraph. If the 18-month period includes the entire taxable 
year, the amount excluded under this paragraph for such taxable year 
shall not exceed $20,000. If the 18-month period does not include the 
entire taxable year, the amount excluded under this paragraph for such 
taxable year shall not exceed an amount which bears the same ratio to 
$20,000 as the number of days in, the part of the taxable year within the 
18-month period bears to the total number of days In such year. 

(3) Definition of earned income. For the purposes of this subsec- 
tion, "earned income” means wages, salaries, professional fees, and 
other amounts received as compensation for personal services actually 
rendered, but does not include that part of the compensation derived 
by the taxpayer for personal services rendered by him to a corporation 
which represents a distribution of earnings or profits rather than a 
reasonable allowance as compensation for the personal services actually 
rendered. In the case of a taxpayer engaged in a trade or business in 
which both personal services and capital are material income producing 
factors, under regulations prescribed by the Commissioner with the ap- 
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proval of the Secretary, a reasonable allowance as compensation for the 
personal services rendered by the taxpayer, not in excess of 2 0 per centum 
of bis share of the net profits of such trade or business, shall be considered 
as earned income. 

(b) Repealed. AprH 12, 1939, c. 59, Title I, § 2, 53 Stat. 575. 

(c) Income of Foreign Governments and of International OrganizationSv 
The income of foreign governments or international organizations re- 
ceived from investments in the United States in stocks, bonds, or other 
domestic securities, owned by such foreign governments or by interna- 
tional organizations, or from interest on deposits in banks in the united 
States of moneys belonging to such foreign governments or international 
organizations, or from any other source within the United States, 

(d) Income of states, municipalities, etc. Income derived from any 
public utility or the exercise of any essential governmental function and 
accruing to any State, Territory, or the District of Columbia, or any 
political subdivision of a State or Territory, or income accruing to the 
government of any possession of the United States, or any political sub- 
division thereof. 

Whenever any State, Territory, or the District of Columbia, or any 
political subdivision of a State or Territory, prior to September 8, 1916, 
entered in good faith into a contract with any person, the object and 
purpose of which is to acquire, construct, operate, or maintain a public 
utility — 

(1) If by the terms of such contract the tax imposed by this chap- 
ter is to be paid out of the proceeds from the operation of such public 
utility, prior to any division of such proceeds between the person and 
the State, Territory, political subdivision, or the District of Columbia, 
and if, but for the imposition of the tax imposed by this chapter, a part 
of such proceeds for the taxable year would accrue directly to or for 
the use of such State, Territory, political subdivision, or the District of 
Columbia, then a tax upon the net income from the operation of such 
public utility shall be levied, assessed, collected, and paid in the manner 
and at the rates prescribed in this chapter, but there shall be refunded 
to such State, Territory, political subdivision, or the District of Columbia 
(under rules and regulations to be prescribed by the Commissioner with 
the approval of the Secretary) an amount which bears the same relation 
to the amount of the tax as the amount which (but for the imposition 
of the tax imposed by this chapter) would have accrued directly to or 
for the use of such State, Territory, political subdivision, or the District 
of Columbia, bears to the amount of the net income from the bperation 
of such public utility for such taxable year. 

(2) If by the terms of such contract no part of the proceeds from 
the operation of the public utility for the taxable year would, irrespective- 
of the tax imposed by this chapter, accrue directly to or for the use of 
such State, Territory, political subdivision, or the District of Columbia, 
then the tax upon the net Income of such person from the operation of 
such public utility shall be levied, assessed, collected, and paid In the 
manner and at the rates prescribed in this chapter. 

(e) Bridges to be acquired by state or political subdivision. When- 
ever any State or political subdivision thereof, in pursuance of a contract 
to which it is not a party entered into before May 29, 1928, is to acquire 
a bridge — 

(1) If by the terms of such contract the tax imposed by this chapter 
Is to be paid out of the proceeds from the operation of such bridge prior 
to any division of such proceeds, and if, but for the imposition of the 
tax imposed by this chapter, a part of such proceeds for the taxable year 
would accrue directly to or for the use of or would be applied for the 
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i)enefit of sucli State or political subdivision, then a tax upon the net 
income from the operation of such bridge shall be levied, assessed, 
^collected, and paid in the manner and at the rates prescribed in this 
<ihapter, but there shall be refunded to such State or political subdivision 
(under rules and regulations to be prescribed by the Commissioner with 
the approval of the Secretary) an amount which bears the same relation 
to the amount of the tax as the amount which (but for the imposition 
of the tax imposed by this chapter) would have accrued directly to or 
.for the use of or would be applied for the benefit of such State or 
political subdivision, bears to the amount of the net income from the 
operation of such bridge for such taxable year. No such refund shall 
be made unless the entire amount of the refund is to be applied in part 
payment for the acguisition of such bridge. 

(2) If by the terms of such contract no part of the proceeds from 
the operation of the bridge for the taxable year would, irrespective of 
the tax imposed by this chapter, accrue directly to or for the use of or be 
applied for the benefit of such State or political subdivision, then the 
tax upon the net income from the operation of such bridge shall be 
levied, assessed, collected, and paid in the manner and at the rates pre- 
scribed in this chapter. 

(f) Dividend from ‘‘China Trade Act” corporation. In the case of 
a person, amounts distributed as dividends to or for his benefit by a 
corporation organized under the China Trade Act, 1922, 42 Stat. 849 
'(U.S.C., Title 15, c. 4), if, at the time of such distribution, he is a resi- 
dent of China, and the equitable right to the income of the shares of 
■stock of the corporation is in good faith vested in him, 

(g) Sliipowners’ protection and indemnity associations. The receipts 
of shipowners’ mutual protection and indemnity associations not organ- 
ized for profit, and no part of the net earnings of which inures to the 
benefit of any private shareholder; but such corporations shall be sub- 
ject as other persons to the tax upon their net income from interest, 
•dividends, and rents. 

(h) Compensation of employees of foreign governments or of the Com- 
monwealth of the Philippines 

(1) Kule for exclusion. Wages, fees, or salary of any employee of a 
toreign government or of an international organization or of the Com- 
monwealth of the Philippines (including a consular or other officer, or a 
nondiplomatic representative), received as compensation for official serv- 
ices to such government, international organization, or such Common- 
wealth — 

(A) If such employee is not a citizen of the United States, or is a citi- 
zen of the Commonwealth of the Philippines (whether or not a citizen of 
the United States) ; and 

(B) If, in the case of an employee of a foreign government or of the 
Commonwealth of the Philippines, the services are of a character similar 
to those performed by employees of the Government of the United States 
in foreign countries or in the Commonwealth of the Philippines, as the 
•case may be; and 

(C) If, in the case of an employee of a foreign government or the Com- 
monwealth of the Philippines, the foreign government or the Common- 
wealth grants an equivalent exemption to employees of the Government 
of the United States performing similar services in such foreign country 
or such Commonwealth, as the case may be. 

(2) Certificate by Secretary of State. The Secretary of State shall 
eertify to the Secretary of the Treasury the names of the foreign coun- 
tries which grant an equivalent exemption to the employees of the Gov- 
ernment of the United States performing services in such foreign coun- 
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tries, and tlie character of the services performed by employees of the 
Government of the United States in foreign countries. If the Common- 
wealth of the Philippines grants an equivalent exemption to the em- 
ployees of the United States performing services in such Commonwealth 
the Secretary of State shall certify such fact to the Secretary of the 
Treasury and the character of the services performed by employees of 
the Government of the United States in such Commonwealth. 

(i) Treasury bills. 

For exemption from taxation of gain derived from the sale or other disposition of 
Treasury Bills, issued after June 17, 1930, under the second Liberty bond act, as 
amended, see Act of June 17, 1930, c. 512, 46 Stat. 775 (B.S.C., Title 31, § 754.) 

[j. Cost-of-living allowances paid to civilian officers and employees 
stationed outside of continental United States] 

In the case of a clerk or employee in the Foreign Service of the United 
States, amounts received as cost-of-living allowances under authority 
of section 3, as amended, of the Act of February 23, 1931; and in the 
case of an ambassador, minister, diplomatic, consular, or Foreign Service 
officer, amounts received as post allowances under the authority of section 
12, as amended and renumbered, of the Act of May 24, 1924; and in 
the case of other civilian officers or employees of the Government of the 
United States stationed outside continental United States, amounts re- 
ceived as cost-of-living allowances in accordance with regulations ap- 
proved by the President. 

(k) In the case of an officer or employee of the Foreign Service of 
the United States, amounts received hy such officer or employee as al- 
lowances or otherwise under the terms of subchapter IX of chapter 14 of 
Title 22. 

( l ) Income from sources within Puerto Eico. 

(1) Resident of Puerto Rico for entire taxable year. In the case of an 
individual who is a bona fide resident of Puerto Rico during the entire tax- 
able year, income derived from sources within Puerto Rico (except 
amounts received for services performed as an employee of the United 
States or any agency thereof) ; but such individual shall not he allowed as 
a deduction from his gross income any deductions properly allocable to or 
chargeable against amounts excluded from gross income under this para- 
graph. 

(2) Taxable year of change of residence from Puerto Rico. In the case 
of an individual citizen of the United States, who has been a bona fide resi- 
dent of Puerto Rico for a period of at least two years before the date on 
which he changes his residence from Puerto Rico, income derived from 
sources therein (except amounts received for services performed as an em- 
ployee of the United States or any agency thereof) which is attributable to 
that part of such period of Puerto Rican residence before such date; but 
such individual shall not he allowed as a deduction from his gross income 
any deductions properly allocable to or chargeable against amounts ex- 
cluded from gross income under this paragraph. 63 Stat 48, amended 
April 12, 1939, c. 69, Title I, § 2, 53 Stat 575; Oct 21, 1942, 4:30 p. m., 
E. W. T., c. 619, Title I, §§ 148(a), 149(a), 56 Stat 841, 842; Feb. 25, 
1944, 12:49 p. m., E. W. T., c. 63, Title I, §§ 107(b), 125(a), 58 Stat 32, 
46; Dec. 29, 1945, c. 652, Title 1, § 4 (a, b), 59 Stat 670; Aug. 13, 1946, 
c. 967, Title X, § 1051, 60 Stat 1032; Sept 23, 1950, 3:15 p. m., B. D. 
T„ c. 994, Title 11, § 221(c), 64 Stat 944; Oct 20, 1951, 2:07 p. m., 
E. S. T., c. 621, Title III, § 321(a), 65 Stat. 498; Aug. 15, 1953, c. 612, 
Title II, § 204(a), 67 Stat 618. 
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Historical Note 


Beferences in Text. The Second Lib- 
erty Bond Act, as amended, referred to 
in subsec. (i), is classified to sections 
745, 747, 752-754b, 757, 757b-757e, 

758, 760, 764-766, 7G9, 771, 773. 774, and 801 
of Title 31, Money and Finance. 

Section 3, as amended, of the Act of 
February 3, 1931, and section 12, as 
amended and renumbered, of the Act of 
May 24, 1924, referred to in subsec. (j), 
were repealed by Act Aug. 13, 1946, c. 957, 
Title XI, § 1131, 60 Stat. 1040. Provisions 
similar to section 3 and section 12 of 
said Acts are now carried in section 1131 
of Title 22, Foreign Relations and Inter- 
course. 

1953 Amendment. Subsec. (a) (2) 

amended by Act Aug. 15, 1953 to limit 
the exclusion of earned income from 
sources without the United States to 
$20,000 if the taxpayer is abroad for the 
full taxable year or to a portion thereof 
if the taxpayer is abroad for less than 
the taxable year. 

1961 Amendment. Subsec. (a) (1), (2). 
amended by Act Oct. 20, 1951, § 321 (a), 
to grant exclusion with respect to “an 
uninterrupted period which includes an 
entire taxable year” to a bona fide resi- 
dent of a foreign country, and to pro- 
vide that income earned abroad by a 
citizen who is present in a foreign coun- 
try or countries for 17 out of IS months 
is to be excluded from income. 

1950 Amendment. Subsec. (Z) added by 
Act Sept. 23, 1950. 

1946 Amendment. Subsec. (k) added 
by Act Aug. 13, 1946. 

1945 Amendment. Subsec. (c) amended 
by Act Dec. 29, 1945, $ 4(a), text, which 
inserted “or international organizations’* 
wherever appearing. 

Subsec. (h) (1) amended by Act Dec. 
29, 1945, § 4(b), which inserted “or of an 
international organization” and “or an 
international organization”, where ap- 
pearing in par. (1), and inserted In 
the case of an employee of a foreign gov- 
ernment or of the Commonwealth of the 
Philippines” following “If* in pars. (1) 
(B), and (1) (C). 

1944 Amendment. Subsec. (a) amended 
by Act Feb. 25, 1944, which struck out 
“if such amounts would constitute earned 
Income as defined in section 25(a) If re- 
ceived from sources within the United 
States” and inserted in lieu thereof “if 
such amounts constitute earned income as 
defined in paragraph (3)” in both pars. 
^(1), and (2), and added par. (3). 

Subsec. (j) added by Act Feb. 25, 1944. 

1942 Amendment. Subsecs, (a, h) 

amended by Act Oct. 21, 1942. 

19S9 Amendment. Subsec. (b), re- 
lating to teachers in Alaska and Hawaii, 
was repealed by Act April 12, 1939. Pri- 
or to its repeal, said sUbsec. read as 
follows; “(b) Teachers In Alaska and 


Hawaii. — ^In the case of an Individual 
employed by Alaska or Hawaii or any 
political subdivision thereof as a teach- 
er in any educational institution, the- 
compensation received as such. This, 
subsection shall not exempt compensa- 
tion paid directly or indirectly by the- 
Government of the United States.” 

Effective Date of 19S3 Amendment. 
Section 204(c) of Act Aug. 15, 1953 pro- 
vided that: “The amendment [to subsec. 
(a) (2) ] made by subsection (a) shall ap- 
ply with respect to taxable years end- 
ing after December 31, 1952, but only to- 
amounts received after such date. In the 
case of any taxable year beginning in 
1952 and ending in 19^ the exclusion or 
amounts received after December 
1952, shall not exceed an amount which 
is the same proportion of $20,000 as the- 
number of days in such taxable year after 
December 31, 1952, is of 365 days. The 
amendments [to subsec. (a) (2) and te 
section 1621(a) (8) (A) of I.R.C.1939] made 
by subsections (a) and (b) shall not af- 
fect the liability of any employer to de- 
duct and withhold the tax imposeii by 
section 1622 [section 1622 of I.R.C.1939J 
in the case of any remuneration paidi 
before the first day of the first month be- 
ginning more than ten days after the dale 
of the enactment of this Act [Aug. 15, 
1953].” 

Effective Date of 1951 Amendment. 
Amendment of subsec. (a) (1), (2), made 
applicable to taxable years beginning 
after Dec. 31, 1950, and amendment of 
subsec. (a) (8) (A) made applicable to 
wages paid on or after Jan. 1, 1952, by 
section 321(c) of Act Oct. 20, 1951. 

Effective Date of 1960 Amendments. 
Amendment of section by Act Sept. 23, 
1950, as applicable with respect to tax- 
able years beginning after Dec. 31, 1950, 
see note set out under section 251 of 
I.R.C,1939. 

Effectivo Date of 1946 Amendment. 

Amendment of section by Act Aug. 13, 
1946, was made effective three months 
after Aug. 13, 1946, by section 1141 of 
said Act Aug. 13, 1946. 

Effeetlve Date of 1945 Amendment. 

Amendment of subsec. (c) by Act Dec. 

29, 1945, § 4(a), was made applicable to- 
taxable years after Dec. 81, 1943, by sec- 
tion 4(a) thereof. 

Amendment of subsec. (h) (1) by Act 
Dec. 29, 1945, § 4(b), was made effective 
to taxable years after Dec. 31, 1943, by 
section 4(b) thereof. 

Effective Date of 1944 Amendment. 

Amendment of subsec. (a) by Act Feb. 
25, 1944, § 107(b), was made applicable 
to taxable years beginning after Dec. 81, 

1943, by sc^on 101 thereof. 

Addition of subsec. (3) by Act Feb. 25, 

1944, 8 125(a), was made applicable to- 
taxable years beginning after Dec. 31, 
1942, by section 125(b). 
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Effective Date of 194» Amcndmeat. 
Amendment of snbsec. (a) by Act Oct, 21, 
1942, § 148(a), was made effective by 
section 14S(b) thereof as follows: “(b) 
The amendment made by subsection (a) 
(to section 116(a) ) sball be applicable 
with respect to taxable years beginning 
after December 31, 1942, and so mncla of 
tie amendment made by subsection (a) 
as inserts paragrapli (2) in section 116(a) 
shall also be applicable to taxable years 
beginning in 1^,” 

Amendment of subsec. (b) by Act Oct 
21, 1942, § 149(a), was made applicable to 
taxable years beginning after Dec. 31, 
1939, by section 149(b) thereof. 

Exemptions. Various exemptions were 
contained in Act Sept. 8, 1916, c. 463, § 4, 

39 Stat. 758, as amended by Act Oct. 3, 
1917, c. 63, § 12CK), 40 Stat. 329 ; Act Sept 
8, 1916, c. 463, §§ lib, 30, 39 Stat. 767, as 
amended by Act Oct. 3, 1917, c. 63, § 1211, 

40 Stat 336; Act Oct 3, 1913, c, 16, § ii. 
subd. B, G, 38 Stat. 167, 172. 

EMUppInes. The Commonwealth of the 
Philippines, referred to in sub sec. (b), 
is now the Republic of the Philippines 
under Proc. No 2695, eff. July 4, 1946, 11 
P.R, 7517, 60 Stat 1352 which granted 
independence to the Philippines pur- 
suant to the provisions of section 1394 
of Title 22, Foreign Relations and Inter- 


course, under which section said Proe 
Ko. 2^95 is set out as a note. 

Treaty Obligrations. Section 615 of Act 
Oct 20, 1951, provided that : “No amend- 
ment made by this Act [Act Oct. 20, 
1951} shall apply in any case where its 
application would be contrary to any 
treaty obligation of the United States.'^ 

Siinilar provisions were contained in 
the following Acts: 

1950— Sept 23, 1960, 3:11 p. m., E.D.T., 
c. 994, Title II, § 214, 64 Stat 937. 

1944-_Peb. 25, 1944, 12:49 p. m., B.W.T., 
c. 63, Title I, § 136, 58 Stat 53. 

1942— Oct. 21, 1942, 4.30 p. m., E.W.T., 
c. 619, Title I, § 109, 56 Stat 808. 

Text of Amendatory Bevonae Acts. 
Complete original text of Revenue Acts 
amending this section, 1939 to date, 
see volumes “Title 26 — Internal Revenue 
Acts**. 

legislative History and Congressional 
Comment: For legislative history and 
purpose of Act Aug. 15, 1953, see 1953 
U.S.Code Cong, and Adm. News, p. 2423. 
See, also, Acts Oct 20, 1951, 1951 U.S. 
Code Cong.Service, p. 1781; Sept 23, 
1950, 1050 U.S.Code Cong.Service, p. 3063; 
Dec. 29, 1946, 1945 U.S Code Cong.Service, 
1^, 946. 


§ 117. Capital gains and losses 

(a) Definitions. As used in this chapter — 

(1) Capital assets. The term “capital assets'* means property held by 
the taxpayer (whether or not connected with his trade or business), but 
does not include — 

(A) stock in trade of the taxpayer or other property of a kind which 
would properly be included, in the inventory of the taxpayer if on hand at 
the close of the taxable year, or property held by the taxpayer primarily 
for sale to customers in the ordinary course of his trade or business; 

(B) property, used in his trade or business, of a character which is sub- 
ject to the allovrance for depreciation provided in section 23 (Z), or real 
property used in his trade or business; 

(C) a copyright; a literary, musical, or artistic composition; or similar 
property; held by — 

(1) a taxpayer, whose personal efforts created such property, or 

(ii) a taxpayer in whose hands the basis of such property is determined, 
for the purpose of determining gain from a sale or exchange, in whole or 
In part by reference to the basis of such property in the hands of the per- 
son whose personal efforts created such property; or 

(D) an obligation of the United States or any of Its possessions, or of a 
State or Territory, or any political subdivision thereof, or of the District 
-Of Columbia, issued on or after March 1, 1941, on a discount basis and 
payable without interset at a fixed maturity date not exceeding one year 
from the date of issu^. 

(2) Short-term capital gain. The term “short-term capital gain" means 
gain from the sale or exchange of a capital asset held for not more than 6 
months, if and to the extent such gain is taken into account in computing 
gross income; 

(S) 8iiort-term capital loss. The term “short-term capital loss" 
means loss from the sale or exchange of a capital asset held for not 
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more than 6 months, if and. to the extent such loss is tahen into account 
in computing net income; 

(4) Iiong-term capital gain. The term "long-term capital gain*' means 
gain from the sale or exchange of a capital asset held for more than 6 
months, if and to the extent such gain is taken into account in computing 
gross income; 

(5) liOng-term capital loss. The term "long-term capital loss*’ means 
loss from the sale or exchange of a capital asset held for more than 6 
months, if and to the extent such loss is taken into account in computing 
net income; 

(6) Net short-term capital gain. The term "net short-term capital 
gain" means the excess of short-term capital gains for the taxable year 
orer the short-term capital losses for such year; 

(7) Net short-term capital loss. The term "net short-term capital 
loss" means the excess of short-term capital losses for the taxable year 
over the short-term capital gains for such year; 

(8) Net long-term capital gain. The term "net long-term capital 
gain" means the excess of long-term capital gains for the taxable year 
over the long-term capital losses for such year; 

(0) Net long-term capital loss. The term "net long-term capital 
loss" means the excess of long-term capital losses for the taxable year 
over the long-term capital gains for such year. 

(10) Net capital gain. 

(A) Corporations. In the case of a corporation, the term "net capital 
gain" means the excess of the gains from sales or exchanges of capital 
assets over the losses from such sales or exchanges; and 

(B) Other taxpayers. In the case of a taxpayer other than a corpo- 
ration, the term "net capital gain" means the excess of (i) the sum of 
the gains from sales or exchanges of capital assets, plus net income of 
the taxpayer or $1,000, whichever is smaller, over (ii) the losses from 
such sales or exchanges. For purposes of this subparagraph, net income 
shall be computed without regard to gains or losses from sales or ex- 
changes of capital assets. If the tax is to be computed under Supplement 
T, "net income" as used in this subparagraph shall be read as "adjusted 
gross income". 

(11) Net capital loss. The term "net capital loss" means the excess 
of the losses from sales or exchanges of capital assets over the sum 
allowed under subsection (d). For the purpose of determining losses 
under this paragraph, amounts which are short-term capital losses under 
subsection (e) (1) shall be excluded. 

(b) Deduction from gross income. In the case of a taxpayer other than 
a corporation, if for any taxable year the net long-term capital gain ex- 
ceeds the net short-term capital loss, 50 per centum of the amount of such 
excess shall be a deduction from gross income. In the case of an estate or 
trust, the deduction shall be computed by excluding the portion (if any), 
of the gains for the taxable year from sales or exchanges of capital assets, 
which, under section 162 (b) or (c), is Includible by the income beneficiar- 
ies as gain derived from the sale or exchange of capital assets. 

(c) Alternative taxes. 

(1) Corporations. If for any taxable year the net long-term capital 
gain of any corporation exceeds the net short-term capital loss, there shall 
be levied, collected, and paid, in lieu of the tax imposed by sections 13, 14, 
15, 204, 207 (a) (1) or (3), 421, and 600, a tax determined as follows, if 
and only if such tax is less than the tax imposed by such sections; 

(A) A partial tax shall first be computed upon the net income reduced 
by the amount of such excess, at the rates and in the manner as if this 
subsection had not been enacted. 
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(B) There shall then he ascertained an amount equal to 25 per centum 
of such excess, except that in the case of any taxable year beginning after 
March 31, 1951, and before April 1, 1954, there shall be ascertained an 
amount equal to 26 per centum of such excess. 

(C) The total tax shall be the partial tax computed under subparagraph 

(A) plus the amount computed under subparagraph (B). 

(2) Other taxpayers. If for any taxable year the net long-term capital 
gain of any taxpayer (other than a corporation) exceeds the net short- 
term capital loss, there shall be levied, collected, and paid, in lieu of the 
tax imposed by sections 11 and 12 (or, in the case of certain tax-exempt 
trusts, in lieu of the tax imposed by section 421), a tax determined as fol- 
lows, if and only if such tax is less than the tax imposed by such sections: 

(A) A partial tax shall first be computed upon the net income reduced 
by an amount equal to 50 per centum of such excess, at the rates and in 
the manner as if this subsection had not been enacted. 

(B) There shall then he ascertained an amount equal to 25 per centum 
of the excess of the net long-term capital gain over the net short-term 
capital loss. In the case of any taxable year beginning after October 31, 
1951, and before November 1, 1953, there shall be ascertained, in lieu of 
the amount computed under the preceding sentence, an amount equal to 
*26 per centum of the excess of the net long-term capital gain over the net 
short-term capital loss. 

(C) The total tax shall he the partial tax computed under subparagraph 
(A) plus the amount computed under subparagraph (B). 

(d) Limitation on capital losses. 

(1) Corporations. In the case of a corporation, losses from sales or 
-exchanges of capital assets shall be allowed only to the extent of gains 
from such sales or exchanges. 

(2) Other taxpayers. In the case of a taxpayer, other than a cor- 
poration, losses from sales or exchanges of capital assets shall be allowed 
only to the extent of the gains from such sales or exchanges, plus the net 
Income of the taxpayer of i $1,000, whichever is smaller. For purposes of 
this paragraph, net income shall be computed without regard to gains 
or losses from sales or exchanges of capital assets. If the tax Is to be 
computed under Supplement T, "net income" as used In this paragraph 
shall be read as "adjusted gross income"* 

(e) Capital loss carry-over. 

(1) Method of computation. If for any taxable year beginning after 
.December 31, 1941, the taxpayer has a net capital loss, the amount there- 
of shall be a short-term capital loss in each of the five succeeding taxable 
years to the extent that such amount exceeds the total of any net capital 
gains of any taxable years intervening between the taxable year In which 
the net capital loss arose and such succeeding taxable year. For purposes 
of this paragraph a net capital gain shall be computed without regard 
to such net capital loss or to any net capital losses arising in any such 
intervening taxable years. 

(2) Buie for application of capital loss carry-over from 1941. The 
amount of the net short-term capital loss of the last taxable year be- 
ginning In 1941 (computed without regard to amounts treated as short- 
term capital Losses from the preceding taxable year), which Is not in 
excess of the net income for such taxable year, shall, to the extent of 
the net short-term capital gain for the succeeding taxable year (computed 
without regard to this paragraph), be a short-term capital loss of such 
succeeding taxable year. 

(f) Eetirement of bonds, etc. For the purposes of this chapter, 
amounts received by the holder upon the retirement of bonds, deben- 
^tures, noteSj, or certificates or other evidences of indebtedness issued 
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by any corporation (including those issued by a government or political 
subdivision thereof), with interest coupons or in registered form, shall 
be considered as amounts received in exchange therefor. 

(g) Gains and losses from short sales, etc. For the purpose of this 
chapter — 

(1) gains or losses from short sales of property shall be considered 
as gains or losses from sales or exchanges of capital assets; and 

( 2 ) gains or losses attributable to the failure to exercise privileges or 
options to buy or sell property shall be considered as short-term capital 
gains or losses; and 

(3) gain from the sale or exchange of property, to the extent that the 
adjusted basis of such property is less than its adjusted basis deter- 
mined without regard to section 124 A (relating to amortization deduc- 
tion), shall be considered as gain from the sale or exchange of property 
which is neither a capital asset nor property described in subsection (j). 

(h) Determination of period for which held. For the purpose of 
this section — 

(1) In determining the period for which the taxpayer has held prop- 
erty received on an exchange there shall be included the period for 
which he held the property exchanged. If under the provisions of section 
113, the property received has, for the purpose of determining gain or 
loss from a sale or exchange, the same basis in whole or in part in his 
hands as the property exchanged. For the purposes of this paragraph, 
an involuntary conversion described in section 112(f) shall be considered 
an exchange of the property converted for the property acquired. 

(2) In determining the period for which the taxpayer has held 
property however acquired there shall be included the period for 
which such property was held by any other person, if under the pro- 
visions of section 113, such property has, for the purpose of determining 
gain or loss from a sale or exchange, the same basis in whole or in part 
in his hands as it would have in the hands of such other person. 

(3) In determining the period for which the taxpayer has held stock 
or securities received upon a distribution where no gain was recognized 
to the distributee under the provisions of section 112(g) of the Revenue 
Act of 1928, 46 Stat. 818, or the Revenue Act of 1932, 48 Stat. 705, or 
under the provisions of section 371(c) of the Revenue Act of 1938 or 
this chapter, there shall be included the period for which he held the 
stock or securities in the distributing corporation prior to the receipt 
of the stock or securities upon such distribution. 

(4) In determining the period for which the taxpayer has held stock 
or securities the acquisition of which (or the contract or option to acquire 
which) resulted in the nondeductibility (under section 118 of this chap- 
ter or section 118 of the Revenue Act of 1928, 45 Stat. 826, or the Rev- 
enue Act of 1932, 47 Stat. 208, or the Revenue Act of 1934, 48 Stat. 715, 
or the Revenue Act of 1936, 49 Stat. 1692, or the Revenue Act of 1938, 
62 Stat. 603, relating to wash sales) of the loss from the sale or other 
disposition of substantially Identical stock or securities, there shall be 
included the period for which he held the stock or securities the loss 
from the sale or other disposition of which was not deductible. 

(5) In determining the period for which the taxpayer has held 
stock or rights to acquire stock received upon a distribution, if the 
basis of such stock or rights is determined under section 113(a) (19) 
(A), there shall (under regulations prescribed by the Commissioner 
with the approval of the Secretary) be included the period for which 
he held the stock in the distributing corporation prior to the receipt 
of such stock or rights upon such distribution. 
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(6) In determining the period for which the taxpayer has held stock 
or securities acquired from a corporation by the exercise of rights to ac- 
quire such stock or securities, there shall be included only the period 
beginning with the date upon which the right to acquire was exercised, 

(7) In determining the period for which the taxpayer has held a resi- 
dence, the acquisition of which resulted under section 112 (n) in the non- 
recognition of any part of the gain realized on the sale, exchange, or 
involuntary conversion of another residence, there shall he included the 
period for which such other residence had been held as of the date of such 
sale, exchange, or involuntary conversion. 

(i) Bond, etc., losses of banks. For the purposes of this chapter, in 
the case of a bank, as defined in section 104, if the losses of the taxable 
year from sales or exchanges of bonds, debentures, notes, or certificates, 
or other evidence of indebtedness issued by any corporation (including 
one issued by a government or political subdivision thereof) with interest 
coupons or in registered form, exceed the gains of the taxable year from 
such sales or exchanges, no such sale or exchange shall be considered a 
sale or exchange of a capital asset. 

(J) (Jains and losses from involuntary conversion and from the sale or 
exchange of certain property used in the trade or business. 

(1) Definition of property used in the trade or business. For the pur- 
poses of this subsection, the term “property used in the trade or busi- 
ness” means property used in the trade or business, of a character which 
is subject to the allowance for depreciation provided in section 23 (Z), 
held for more than 6 months, and real property used in the trade or 
business, held for more than 6 months, which is not (A) property of a 
kind which would properly be includible in the inventory of the taxpayer 
if on hand at the close of the taxable year, or (B) property held by the 
taxpayer primarily for sale to customers in the ordinary course of his 
trade or business, or (C) a copyright, a literary, musical, or artistic com- 
position, or similar property, held by a taxpayer described in subsection 
(a) (1) (c). Such term also includes timber or coal with respect to which 
subsection (k) (1) or (2) is applicable and unharvested crops to which 
paragraph (3) is applicable. Such term also includes livestock, regard- 
less of age, held by the taxpayer for draft, breeding, or dairy purposes, 
and held by him for 12 months or more from the date of acquisition. 
Such term does not include poultry. 

(2) Greneral rule. If, during the taxable year, the recognized gains 
upon sales or exchanges of property used in the trade or business, plus 
the recognized gains from the compulsory or involuntary conversion (as 
a result of destruction in whole or in part, theft or seizure, or an exercise 
of the power of requisition or condemnation or the threat or imminence 
thereof) of property used in the trade or business and capital assets held 
for more than 6 months into other property or money, exceed the recog- 
nized losses from such sales, exchanges, and conversions, such gains 
and losses shall be considered as gains and losses from sales or exchanges 
of capital assets held for more than 6 months. If such gains do not ex- 
ceed such losses, such gains and losses shall not be considered as gains 
and losses from sales or exchanges of capital assets. For the purposes 
of this paragraph: 

(A) In determining under this paragraph whether gains exceed losses, 
the gains described therein shall be included only if and to the extent 
taken into account in computing gross income and the losses described 
therein shall be included only if and to the extent taken into account in 
computing net income, except that subsection (d) shall not apply. 

(B) Losses upon the destruction, in whole or in part, theft or seizure, 
or requisition or condemnation of property used in the trade or business 
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or capital assets held for more than 6 months shall be considered losses 
from a compulsory or involuntary conversion. 

(S) Sale of land with unharvested crop. In the case of an unharvested 
crop on land used in the trade or business and held for more than 6 
months, if the crop and the land are sold or exchanged (or compulsorily 
or involuntarily converted as described in paragraph (2)) at the same 
time and to the same person, the crop shall be considered as “property 
used in the trade or business”. 

(k) Gain or loss upon the cutting of timb^ 

(l) If the taxpayer so elects upon his return for a taxable year, the 
cutting of timber (for sale or for use in the taxpayer's trade or business) 
during such year by the taxpayer who owns, or has a contract right to 
cut, such timber (providing he has owned such timber or has held such 
contract right for a period of more than six months prior to the beginning 
of such year) shall be considered as a sale or exchange of such timber 
cut during such year. In case such election has been made, gain or loss 
to the taxpayer shall be recognized in an amount equal to the difference 
between the adjusted basis for depletion of such timber in the hands of 
the taxpayer and the fair market value of such timber. Such fair market 
value shall be the fair market value as of the first day of the taxable 
year in which such timber is cut, and shall thereafter be considered as 
the cost of such cut timber to the taxpayer for all purposes for which such 
cost is a necessary factor. If a taxpayer makes an election under this 
paragraph such election shall apply with respect to all timber which is 
owned by the taxpayer or which the taxpayer has a contract right to cut 
and shall be binding upon the taxpayer for the taxable year for which 
the election is made and for all subsequent years, unless the Commis- 
sioner, on showing of undue hardship, permits the taxpayer to revoke 
his election; such revocation, however, shall preclude any further elec- 
tions under this paragraph except with the consent of the Commissioner. 

(2) In the case of the disposal of timber or coal (including lignite), 
held for more than 6 months prior to such disposal, by the owner thereof 
under any form or type of contract by virtue of which the owner retains 
an economic interest in such timber or coal, the difference between the 
amount received for such timber or coal and the adjusted depletion basis 
thereof shall be considered as though it were a gain or loss, as the case 
may be, upon the sale of such timber or coal. Such owner shall not be 
entitled to the allowance for percentage depletion provided for in section 
114(b) (4) with respect to such coal. This paragraph shall not apply to 
income realized by the owner as a co-adventurer, partner, or principal in 
the mining of such coal. The date of disposal of such coal shall be 
deemed to be the date such coal is mined. In determining the gross in- 
come, the adjusted gross income, or the net income of the lessee, the de- 
ductions allowable with respect to rents and royalties shall be determined 
without regard to the provisions of this paragraph. This paragraph shall 
have no application, in the case of coal, for the purposes of applying sec- 
tion 102 or subchapter A of chapter 2 (including the computation under 
section 117(c) (1) of a tax in lieu of the tax imposed by section 500). 

(O »hort sales, etc. In the case of a short sale of property made by the 
taxpayer after the date of the enactment of the Revenue Act of 1950: 

(1) Short-term gains and holding periods. If substantially identical 
property has been held by the taxpayer on the date of such short sale for 
not more than 6 months (determined without regard to the effect, under 
subparagraph (B) of this paragraph, of such short sale on the holding 
period), or if substantially identical property is acquired by the taxpayer 
after such short sale and on or before the date of the closing thereof^ — 

(A) any gain upon the closing of such short sale shall be considered as 
a gain upon the sale or exchange of a capital asset held for not more than 
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6 montlis (notwithstanding tiie period of time any property used to clos^ 
such short sale has been held) ; and 

(B) the holding period of such substantially identical property shall be 
considered to begin (notwithstanding the proyisions of subsection (h) ) on 
the date of the closing of the short sale, or on the date of a sale, gift, or 
other disposition of such property, whichever date occurs first. This sub- 
paragraph shall apply to such substantially identical property in the or- 
der of the dates of the acquisition of such property, but only to so much 
of such property as does not» exceed the quantity sold short. 

For the purposes of this paragraph, the acquisition of an option to sell 
property at a fixed price shall be considered as a short sale, and the exer- 
cise or failure to exercise such option shall be considered as a closing of 
such short sale. 

(2) liOng-tenn losses. If substantially identical property has been held 
by the taxpayer on the date of such short sale for more than 6 months, 
any loss upon the closing of such short sale shall be considered as a loss 
upon the sale or exchange of a capital asset held for more than 6 months 
(notwithstanding the period of time any property used to close such short 
sale has been held, and notwithstanding the provisions of subsection (g) 
( 2 )). 

(8) Kules for application of subsection. 

(A) The provisions of paragraph (1) (A) or (2) shall not apply to the 
gain or loss, respectively, on any quantity of property used to close such 
short sale which Is in excess of the quantity of the substantially identical 
property referred to in the applicable paragraph. 

(B) For the purposes of this subsection — 

(i) the term “property” includes only stocks and securities (including 
stocks and securities dealt with on a “when issued” basis) , and commodity 
futures, which are capital assets in the hands of the taxpayer; 

(li) in the case of futures transactions in any commodity on or subject 
to the rules of a board of trade or commodity exchange, a commodity fu- 
ture requiring delivery in one calendar month shall not he considered as 
property substantially identical to another commodity future requiring de- 
livery in a different calendar month; and 

(iii) in a case of a short sale of property by an Individual, the term 
“taxpayer”, in the application of this paragraph and paragraphs (1) and 
(2), shall he read as “taxpayer or his spouse”; but an individual who is 
legally separated from the taxpayer under a decree of divorce or of sepa- 
rate maintenance shall not be considered as the spouse of the taxpayer. 

(C) Where the taxpayer enters into two commodity futures transac- 
tions on the same day, one requiring delivery by him in one market and 
the other requiring delivery to to 2 him of the same (or substantially iden- 
tical) commodity in the same calendar month in a different market, and 
the taxpayer subsequently closes both such transactions on the same day, 
this subsection shall have no application to so much of the commodity 
involved in either such transaction as does not exceed in quantity the 
commodity involved in the other. 

(m) Collapsible corporations. 

(1) Treatment of gain to shareholders. Gain from the sale or exchange 
(whether in liquidation or otherwise) of stock of a collapsible corpora- 
tion, to the extent that it would be considered (but for the provisions of 
this subsection) as gain from the sale or exchange of a capital asset held 
for more than 6 months, shall, except as provided in paragraph (3), be 
considered as gain from the sale or exchange of property which is not a 
capital asset. 
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(S) Definitions. 

(A) For the purposes of this subsection, the term “collapsible cor- 
poration” means a corporation formed or availed of principally for the 
manufacture, construction, or production of property, for the purchase 
of property which (in the hands of the corporation) is property de- 
scribed in subsection (a) (1) (A), or for the holding of stock in a 
corporation so formed or availed of, with a view to — 

(i) the sale or exchange of stock by its shareholders (whether 
in liauidation or otherwise), or a distribution to its shareholders, 
prior to the realization by the corporation manufacturing, con- 
structing, producing, or purchasing the property of a substantial 
part of the net income to be derived from such property, and 

(ii) the realization by such shareholders of gain attributable to 
such property. 

(B) For the purposes of subparagraph (A), a corporation shall be 
deemed to have manufactured, constructed, produced, or purchased 
property, if — 

(i) it engaged in the manufacture, construction, or production 
of such property to any extent, 

(ii) it holds property having a basis determined. In whole or In 
part, by reference to the cost of such property in the hands of a 
person who manufactured, constructed, produced, or purchased 
the property, or 

(iii) it holds property having a basis determined, in whole or in 
part, by reference to the cost of property manufactured, construct- 
ed, produced, or purchased by the corporation. 

(3) limitations on application of subsection. In the case of gain real- 
ized by a shareholder upon his stock in a collapsible corporation — 

(A) this subsection shall not apply unless, at any time after the 
commencement of the manufacture, construction, or production of the 
property, or at the time of the purchase of the property described in 
subsection (a) (1) (A) or at any time thereafter, such shareholder 
(i) owned (or was considered as owning) more than 10 per centum in 
value of the outstanding stock of the corporation, or (ii) owned stock 
which was considered as owned at such time by another shareholder 
who then owned (or was considered as owning) more than 10 per 
centum in value of the outstanding stock of the corporation; 

(B) this subsection shall not apply to the gain recognized during a 
taxable year unless more than 70 per centum of such gain is attribu- 
table to the property so manufactured, constructed, produced, or pur- 
chased; and 

(C) this subsection shall not apply to gain realized after the expira- 
tion of three years following the completion of such manufacture, con- 
struction, production, or purchase. 

For purposes of subparagraph (A), the ownership of stock shall be 
determined in accordance with the rules prescribed by paragraphs (1), 
(2), (3), (6), and (6) of section 503 (a), except that, in addition to the 
persons prescribed by paragraph (2) of that section, the family of an 
Individual shall include the spouses of that individuaFs brothers and 
sisters (whether by the whole or half blood) and the spouses of that 
IndividuaFs lineal descendants. 

(n) Dealers in Securities 

(1) Capital gains. Gain by a dealer in securities from the sale or 
exchange of any security shall in no event be considered as gain from 
the sale or exchange of a capital asset unless — 

(A) the security was, prior to the expiration of the thirtieth day 
after the date of its acquisition or after the date of the enact- 
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ment of the Revenue Act of 1951 (whichever is the later), clearly 
identified in the dealer’s records as a security held for invest- 
ment; and 

(B) the security was not, at any time after the expiration of 
such thirtieth day, held by such dealer primarily for sale to cus- 
tomers in the ordinary course of his trade or business. 

(S) Ordinary losses. Loss by a dealer in securities from the sale 
or exchange of any security shall, except as otherwise provided in sub- 
section (i) (relating to bond, etc., losses of banks), in no event be con- 
sidered as loss from the sale or exchange of property which is not a 
capital asset if at any time after the thirtieth day following the date 
of the enactment of the Revenue Act of 1951 the security was clearly 
identified in the dealer’s records as a security held for investment. 

(3) Befinition of security. For the purposes of this subsection the 
term ’"security” means any share of stock in any corporation, certifi- 
cate of stock or interest in any corporation, note, bond, debenture, or 
evidence of indebtedness, or any evidence of an interest in or right to 
subscribe to or purchase any of the foregoing. 

( 0 ) Gain from sale of certain property between spouses or between an 
individual and a controlled corporation 

(1) Treatment of gain as ordinary income. In the case of a sale or 
exchange, directly or indirectly, of property described in paragraph 

( 2 )— 

(A) between a husband and wife; or 

(B) between an individual and a corporation more than 80 per 
centum in value of the outstanding stock of which is owned by 
such individual, his spouse, and his minor children and minor 
grandchildren; 

any gain recognized to the transferor from the sale or exchange of 
such property shall be considered as gain from the sale or exchange 
of property which is neither a capital asset nor property described in 
subsection (j). 

(2) Subsection applicable only to sales or exchanges of depreciable 
property. This subsection shall apply only in the case of a sale or ex- 
change of property by a transferor which in the hands of the trans- 
feree is property of a character which is subject to the allowance for 
depreciation provided in section 23(0* 

(p) Taxability to employee of termination payments. Amounts received 
from the assignment or release by an employee, after more than twenty 
years’ employment, of all his rights to receive, after termination of his 
employment and for a period of not less than five years (or for a period 
ending with his death), a percentage of future profits or receipts of his 
employer shall be considered an amount received from the sale or ex- 
change of a capital asset held for more than six months, if such rights 
were Included in the terms of the employment of such employee, for not 
less than twelve years, and if the total of the amounts received for such 
assignment or release are received in one taxable year and after the ter- 
mination of such employment. 53 Stat. 60, amended June 29, 1939, 10 

р. m., E. S. T., c. 247, Title II, §§ 212(a), (b), 214(c), 53 Stat. 869, 873; 
Sept. 20, 1941, 12:15 p. m., E. S. T., c. 412, Title I, § 115(b), 55 Stat. 698; 
Oct 21, 1942, 4:30 p. m., E. W. T., c. 619, Title I, §§ 150(a-d), 151(a, b), 
(c) (1), 152, 66 Stat 844-847; Feb. 25, 1944, 12:49 p. m,, E. W. T., c. 
63, Title I, § 127 (a, b), 58 Stat 46, 47; May 29, 1944, 7 p. m., E. W. T., 

с. 210, Part I, § 8(d), 58 Stat 236; Sept 23, 1950, 3:15 p. m., E. D. T., 
c. 994, Title 11, §§ 210(a), (b), 211(a), 212(a), 216(c), Title III, pt I, 
§ 301(c) (2), (3), 64 Stat 932-934, 941, 953; Oct 20, 1951, 2:07 p. m., 
E. S. T.. c. 621, Title I, § 123, Title III, §§ 318(b) (4), 322(a) (2), (b), 
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(c) (2), (3), 323(a), 324, 325(a-c), 326(a), (b), 327, 328(a). 329(a), 
65 Stat. 497. 

1 So in original. Probably should read “or”. 

2 Second word “to” probably should be omitted. 

Historical Not© 


References in Text. Date of enactment 
of Revenue Act of 1950, referred to in 
subsec. ( 1 ), was Sept. 23, 1950. 

Date of enactment of Revenue Act of 
1951, referred to in subsec. (n), was Oct. 
20, 1951. 

1951 Amendment. Subsec. (a) amend- 
ed by Act Oct. 20, 1951, § 322(c) (2), 
which substituted “gross income” for 
“net income” in paragraphs (2) and (4). 

Subsec. (b) amended by Act Oct. 20, 
1951, § 322(a) (2), to allow a deduction 
from gross income equal to 50 percent 
of the amount by which the taxpayer’s 
net long-term gain exceeds his net 
short-term loss. 

Subsec. (c) (1) amended by Act Oct. 
20, 1951, § 123, which struck out former 
second paragraph and inserted subpara- 
graphs (A)-(C). 

Sub sec. (c) (2) amended by Act Oct. 20, 
1951, § 322(b), to conform the computa- 
tion of the alternate tax to the new 
treatment of capital gains and losses. 

Subsec. (h) (7) added by Act Oct. 

20, 1951, § 318(b) (4). 

Subsec. (j) (1) amended by Act Oct. 
20, 1951, §§ 323(a) (1), 324, 325(a), which 
inserted “or coal” following “timber” in 
second sentence, added at end of second 
sentence, “and unharvested crops to 
which paragraph (3) is applicable”, and 
added third and fourth sentences. 

Subsec. (j) (2) (A) amended by Act 
Oct. 20, 1951, § 322(c) (3), which substi- 
tuted “gross income • • ♦ shall not 
apply” in lieu of “net income, except 
that subsections (b) and (d) shall not ap- 
ply”. 

Subsec. (3) (3) added by Act Oct 20, 
1951, § 323(a) (2). 

Subsec. (k) catchline amended to In- 
clude coal by Act Oct 20, 1951, § 325(c). 

Subsec. (k) (2) amended by Act Oct 
20, 1951, S 325(b), to make it applicable 
to coal. 

-Subsec. (m) (2) amended by Act Oct 
20, 1951, S S26(a), to redefine collapsible 
corporations. 

Subsec. (m) (8) (A-O) amended by Act 
Oct. 20, 1951, § 826(b), to bring within 
the scope of this subsection the purchase 
of property described in subsection (a) 
(1) (A). 

Subsecs, (n)-(p) added by Act Oct. 
20, 1951, §S 327, 328(a), 329(a), respective- 
ly. 

1950 Amendment. Subsec. (a) (1) 

amended by Act Sept 23, 1950, { 210(a), 
to redefine the term “capital assets”. 

Subsec. (c) amended by Act Sept 2^, 
1950, § 301(c) (2), (3), which inserted 
“421” preceding “and 600” in par. (1), 


and inserted “(or, In the case of certain 
tax-exempt trusts, in lieu of the tax im- 
posed by section 421)” following “sec- 
tions 11 and 12” in par. (2). 

Subsec. (g) amended by Act Sept 23, 
1950, § 216(c), which struck out period at 
end of par. (2) and inserted in lieu 
thereof a semicolon and the word “and”, 
and added par. (3). 

Subsec. (3) amended by Act Sept 23, 
1950, § 210(b), which added clause “C”. 

Subsec. (Z) and (m) added by Act Sept 
23, 1960, §§ 211(a), 212(a). 

1944 Ambendments. Subsec. (a) (10) (B) 
amended by Act May 29, 1944, which 
added last sentence beginning “If the 
tax”. 

Subsec. (d) (2) amended by Act May 29, 
1944, which added last sentence beginning 
“If the tax”. 

Subsec (j) (1) amended by Act Feb. 25, 
1944, which added last sentence. 

Subsec. (k) added by Act Feb. 25, 1944. 

1942 Amendment Subsecs, (a) (1-6), 
(b-e), and (h) (1) amended and subsecs, 
(a) (10, 11), (b) (6) and (i, 3) ad<3ted by 
Act Oct 21, 1942. 

In subsec. (a), words “18 months” were 
struck out wherever occurring therein 
and “6 months” inserted in lieu thereof, 
and, in subsec. (a) (1), words “or real 
property used in the trade or business 
of the taxpayer” were inserted at the end 
thereof. 

Subsec. (a) (6), prior to Act Oct 21, 
1942, read as follows: “(6) Not short- 
term capital gain. The term ‘net short- 
term capital gain' means the excess of 
short-term capital gams for the taxable 
year over the sum of (A) short-term 
capital losses for the taxable year, plus 
(B) the net short-term capital loss of 
the preceding taxable year (if begin- 
ning after December 81, 1937), to the 
extent brought forward to the taxable 
year under subsection (e) 

Subsecs, (b-e) prior to Act Oct 21. 
1942, read as follows: 

“(b) Percentage taken into aceonnt. In 
the case of a taxpayer, other than a cor- 
poration, only the following percentages 
of the gain or loss recognized upon the 
sale or exchange of a capital asset shall 
be taken into account in computing net 
income : 

“100 per centum if the capital asset 
has been held for not more than 18 
months ; 

“66% per centum If the capital asset 
has been held for more than 18 months 
but not for more than 24: months; 

“50 per centum if the capital asset has 
been held for nuore than 24 months. 
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"(c) AltenofitiTe taxess— (1) In case of 
net long-term capital grain. If for any 
taxable year a taxpayer (otlier than a 
corporation) derives a net long-terin 
capital gain, there shall be levied, collect- 
ed, and paid, in lieu of the tax imposed 
by sections 11 and 12, a tax determined as 
follows, if and only if such tax is less 
than the tax imposed by such sections: 

"A partial tax shall first be computed 
upon the net income reduced by the 
amount of the net long-term capital gain, 
at the rates and in the manner as if this 
subsection had not been enacted, and 
the total tax shall be the partial tax 
plus 30 per centum of the net long-term 
capital gain, 

"(2) In case of net long’-term capital 
loss. If for any taxable year a taxpayer 
(other than a corporation) sustains a net 
long-term capital loss, there shall be 
levied, collected, and paid, in lien of the 
tax imposed by sections 11 and 12, a tax 
determined as follows, if and only if 
such tax is greater than the tax imposed 
by such sections: 

"A partial tax shall first be computed 
upon the net income increased by the 
amount of the net long-term capital loss, 
at the rates and in the manner as if this 
subsection had not been enacted, and 
the total tax shall be the partial tax 
minus 30 per centum of the net long-term 
capital loss. 

"<d) I^imitatlon on capital losses. 
Iiong-tenn capital losses shall be al- 
but short-term capital losses shall 
be allowed only to the extent of short- 
term capital gains, 

"(e) Net short-term capital loss carry- 
over. If any taxpayer sustains in any 
taxable year, beginning after December 
31, 1937, in the case of a taxpayer other 
than a corporation, or beginning after 
December 31, 1939, in the case of a cor- 
poration, a net short-term capital loss, 
such loss (in an amount not in excess 
of the net income for such year) shall be 
treated in the succeeding taxable year as 
a short-term capital loss, except that it 
shall not be included in computing the 
net short-term capital loss for such year.” 

In Bubsec, (h), par. (6) added, and par. 
(1) amended by Act Oct. 21, 1942 by in- 
serting, at the end thereof, a new sen- 
tence, as follows: “For the purposes of 
this paragraph, an involuntary conver- 
sion described in section 112(f) shall be 
considered an exchange of the property 
converted for the property acauired.” 

1941 Axnendment. Subsec, (a) fl) 
amended by Act Sept. 20, 1941, which add- 
ed the provision “or an obligation of the 
United States or any of its possessions, 
or of a State or Territory, or any politi- 
cal subdivision thereof, or of the District 
of Columbia, issued on or after March 1, 
1941, on a discount basis and payable 
without interest at a fixed maturity date 
not exceeding one year from the date of 
issue”. 

1930 Amendment. Subsecs. (d) and (e) 
amended by Act June 29, 1939. 


Prior to said amendment subsections 
read as follows: 

"(d) limitation on capital losses — 

“(1) Corporations. In the case of a 
corporation, losses from sales or ex- 
changes of capital assets shall be al- 
lowed only to the extent of $2,000 plus 
the gains from such sales or exchanges. 
If a bank or trust company incorporated 
under the laws of the United States (in- 
cluding laws relating to the District of 
Columbia) or of any State or Territory, 
a substantial part of whose business is 
the receipt of deposits, sells any bond, 
debenture, note, or certificate or other 
evidence of indebtedness issued by any 
corporation (including one issued by a 
government or political subdivision 
thereof), with interest coupons or in 
registered form, any loss resulting from 
such sale (except such portion of the 
loss as does not exceed the amount, if 
any, by which the adjusted basis of such 
instrument exceeds the par or face value 
thereof) shall not be subject to the 
foregoing limitation and shall not be in- 
cluded in determining the applicability 
of such limitation to other losses. 

"(2) Other taxpayers. In the case of 
a taxpayer other than a corporation, 
short-term capital losses shall be allow- 
ed only to the extent of short-term cap- 
ital gains. 

"(e) Net short-term capital loss carry- 
over. If any taxpayer (other than a 
corporation) sustains in any taxable year 
beginning after December 81, 1937, a 
net short-term capital loss, such loss 
(in an amount not in excess of the net 
income for such year) shall be treated 
la the succeeding taxable year as a 
short-term capital loss, except that it 
shall not be included in computing the 
net short-term capital loss for such 
year.” 

Subsec. (h) (5) added by Act June 29, 
1939. 

EjEfcctivo Date of 1951 Amendment. 
Amendments of subsecs. (a) (2), <4) (b), 
(c) (2) (A, B), (j) (2) (A) made applica- 
ble only with respect to taxable years 
beginning on or after Oct. 20, 1951, by 
section 322(d) of Act Oct. 20, 1951. 
Amendment of second sentence of subsec. 
(j) (1) and addition of subsec. (j) (3) 
by section 323(a) of Act Oct. 29, 1951, 
made applicable only with respect to 
sales, exchanges, and conversions occur- 
ring in taxable years beginning after 
Dec. 31, 1950, by section ^3(c) of Act Oct. 
20, 1951 Amendment of second sentence 
of subsec. (j) (1) by section 326(a) of 
said Act Oct. 20, 1951, made applicable 
only with respect to taxable years ending 
Dec. 31, 1950, (whether the contract was 
made on, before, or after such date), but 
shall apply only with respect to amounts 
received or accrued after such date, by 
section 325 (f) of said Act Oct. 20, 1961. 
Insertion of third sentence in subsec. (j) 
(1) made applicable with respect to tax- 
able years beginning after Dec. 31, 1941, 
except that the extension of the holdL- 
ing period from 6 to 12 months shall be 
applicable only with respect to taxable 
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years be^nning after Dec. 31, 1950, and 
the insertion of this fourth sentence in 
Bubsec. (j) (1) made applicable only 

with respect to taxable years beginning 
after Dec. 31, 1950, by section 324 of Act 
Oct. 20, 1951. Amendment of subsec. (k) 
catchime, and subsec. (k) (2) made ap- 
plicable only with respect to taxable 
years ending after Dec 31. 1950 (wheth- 
er the contract was made on, before, or 
after such date), but shall apply only 
with respect to amounts received or ac- 
crued after such date, by section 325(f) 
of Act Oct. 20, 1951. Amendment of sub- 
sec. (m) (2), (3) made applicable to tax- 
able years ending after Aug 31, 1951, but 
shall be applicable only with respect to 
gains realized after such date, by sec- 
tion 326(c) of Act Oct. 20, 1951. Addition 
of subsec. (n) made effective with respect 
to sales or exchanges made after the ex- 
piration of 30 days after Oct. 20, 1951, by 
section 327 of Act Oct. 20, 1951. Addition 
of subsec. (n) made applicable with re- 
spect to taxable years ending after Apr. 
30, 1951, but shall apply only with re- 
spect to sales or exchanges made after 
May 3, 1951, by section 328(b) of Act Oct. 
20, 1951. Addition of subsec. (p) made 
applicable with respect to taxable years 
beginning after Dec. 31, 1950, by section 
829(b) of Act Oct. 20, 1951. Addition of 
subsec. (b) (7) made applicable to tax- 
able years ending after Dec. 31, 1950, by 
section 318(c) of Act Oct, 20, 1951. 

Effective Date of 1950 Amendment. Sec- 
tion 210(c) of Act iSept. 23, 1950, provided 
that amendments of subsecs, (a) (1) and 
(j) should be applicable with respect to 
taxable years beginning after Sept. 23, 
1950. 

Section 211(b) of Act Sept. 23, 1950, pro- 
vided that the addition of subsec. (I) 
should be applicable only with respect 
to taxable years beginning after Sept. 23, 
1950. 

Section 212(b) of Act Sept. 23, 1950, 
provided that: ‘‘The amendment made by 
this section shall be applicable to taxable 
years ending after December 31, 1949, but 
shall apply only with respect to gain 
realized after such date. The determina- 
tion of the tax treatment of gains realiz- 
ed prior to January 1, 1950, shall be made 
as if this section had not been enacted 
and without inferences drawn from the 
fact that the amendment made by this 
section is not expressly made applicable 
to gains realized prior to such date and 
without inferences drawn from the limita- 
tions contained in section 117(m), added 
to the Internal Revenue Code by this sec- 
tion [subsec. (m) of this section].'' 

Amendment of subsec. (c) (1), (2), by 
Act Sept. 23, 1950, as applicable only 
with respect to taxable years beginning 
after Dec. 31, 1950, see note set out under 
aection 421 of I.R.C.1939 

Amendment of subsec. (g) (2), (3) as 
applicable with respect to taxable years 
ending after Dec. 31, 1949, see note set 
out under section 12^ of I.B.C.1939. 

Effective Date of 1944 Amendments. 
AmendiaeJit of subseca. (a) (10) (B) and 
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(d) (2) by Act May 29, 1944, was made 
applicable to taxable years beginning 
after Dec. 31, 1943, by section 2 thereof. 

Section 127 (c) of Act Feb. 25, 1944, pro- 
vided as follows : “A provision having the 
effect of section 117 (k) (2) of the Internal 
Revenue Code [1939] inserted by the 
amendment made by subsection (a) ehall 
be deemed to be included in the revenue 
laws respectively applicable to taxable 
years beginning after February 28, 1913. 
The amendment made by subsection (b) 
[to subsec. (j) (1)] shall be effective as 
if it were made by section 151 of the 
Revenue Act of 1942." 

Effective Date of 1942 Amendmmts. 
Amendments of subsecs, (a) (1-6, 10, 11), 
(b-e), (h) (8), (i, j) by Act Oct. 21, 1942, 
§§ 150(a-d), 151 (a, b), 152, were made 
applicable to taxable years beginning 
after Dec. 31, 1941, by section 191 there- 
of. 

Amendment of subsec. (h) (1) by Act 
Oct. 21, 1942, § 151(c) (1), was made ap- 
plicable to taxable years beginning after 
Dec. 31, 1938, by section 151(c) (2) there- 
of. 

Effective Date of 1941 Amieiidlmen.t, Act 
Sept. 20, 1941, § 116(b), which amended 
subsec. (a) (1) of this section, was made 
applicable with respect to taxable years 
ending after Feb. 28, 1941, by section 
116(c) thereof. 

Effective Date of 1939 Amendment. 
Section 228 of Act June 29, 1939 pro- 
vided that the amendments of subsecs, 
(d) and (e) were made applicable only 
with respect to taxable years beginning 
after Dec. 31, 1939. 

Amendment adding subsec. (h) (5) 

made applicable to taxable years begin- 
ning after Dec. 31, 1938 by section 214 
<d) of Act June 29, 1939. 

Determination of Amount of Carryover. 
Section 822(d) of Act Oct. 20, 1951, pro- 
vided in part that: "In determining un- 
der section 117(e) of the Internal Reve- 
nue Code [subsec. (e) of this section] 
the amount of the carryover to a taxable 
year beginning on or after such date, of 
the capital loss for a taxable year begin- 
ning before such date, such amendments 
shall not affect the computation of the 
amount of the net capital loss or of 
the net capital gain for any taxable 
year beginning before such date" 

Determination of Tax Treatment of 
Gains Realized Prior to Sept. 1# 1951, 
Section 326(c) of Act Oct. 20, 1951, pro- 
vided in part that: "The determination 
of the tax treatment of gains realized 
prior to September 1, 1951, shall be made 
as if this section had not been enacted 
and without inferences drawn from the 
fact that the amendments to section 117 
(m) made by this se<ition are not ex- 
pressly made applicable to gains realized 
prior to September 1, J951, and without 
inferences drawn from the limitations 
contained in section 117(m), as amended 
by this section.” 
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Net I^osses. Section 117 of the Keve- 
nne Act of 1932, Act June 6, 1932, c. 209, 
I 117, 47 Stat. 207, was repealed by Act 
June 16, 1933, c. 90, Title II, § 218(a). 
48 Stat. 209, eff. January 1, 1933. Provi- 
sions similar to the repealed section were 
not incorporated into the Internal Reve- 
nue Title [19391. Prior similar provisions 
were contained in Acts May 1928, c. 

852, § 117, 45 Stat. 825; June 2, 1926, c. 

27, § 208, 44 Stat. 17; June 2, 1924, c. 

234, § 206, 43 Stat. 260; Nov. 23, 1921, c, 

136, Title II, § 204, 42 Stat. 231; Feb. 
24, 1919, c. 18, Title II, § 204, 40 Stat 
i«60. 

Treaty Obligra-tions. Section 615 of Act 
Oct. 20, 1951, provided that: “No amend- 
ment made by this Act [Act Oct. 20, 
1951] shall apply in any case where its 
application would be contrary to any 
treaty obligation of the United States.’^ 


Similar provisions were contained in 
the following Acts : 

1950— Sept. 23, 1950, 3:11 p m., B D.T., 
c. 994, Title II, § 214, 64 Stat 937. 

1944— Feb. 25, 1944, 12 :49 p m , E W.T., 
c. 63, Title I, § 136, 58 Stat 53. 

1942— Oct 21, 1942, 4*30 p m, E W.T., 
c. 619, Title I, § 109, 56 Stat. 808. 

1941— Sept 20, 1941, 12:15 p m., E S.T., 
c 412, Title I, § 108, 55 Stat. 695 

Text of Amendatory Kevenue Acts. 
Complete original text of Revenue Acts 
amending this section, 1939 to date, see 
volumes “Title 26 — Internal Revenue 
Acts^\ 

Xiegislatlve History and Congressional 
Comment: For legislative history and 
purpose of Act Oct. 23, 1951, see 1951 
U.S.Code Cong.Service, p. 1781, See, al- 
so, Acts Sept 23, 1950, 1950 U.S.Code 
Cong.Service, p. 3053; May 29, 1944, 
1944 U.S Code Cong.Service, p. 1056. 


§ IIS. Ix>ss from wash, sales of stock or securities 

(a) In the case of any loss claimed to have been sustained from any 
sale or other disposition of shares of stock or securities where it appears 
that, within a period beginning 30 days before the date of such sale or dis- 
position and ending 30 days after such date, the taxpayer has acquired (by 
purchase or by an exchange upon which the entire amount of gain or loss 
was recognized by law), or has entered into a contract or option so to 
acquire, substantially identical stock or securities, then no deduction for 
the loss shall be allowed under section 23(e) (2); nor shall such deduc- 
tion be allowed under section 23(f) unless the claim is made by a cor- 
poration, a dealer in stocks or securities, and with respect to a trans- 
action made in the ordinary course of its business. 

(b) If the amount of stock or securities acquired (or covered by the 
contract or option to acquire) is less than the amount of stock or se- 
curities sold or otherwise disposed of, then the particular shares of stock 
or securities the loss from the sale or other disposition of which is not 
deductible shall he determined under rules and regulations prescribed 
by the Commissioner with the approval of the Secretary. 

(c) If the amount of stock or securities acquired (or covered by the 
contract or option to acquire) is not less than the amount of stock or 
securities sold or otherwise disposed of, then the particular shares of 
stock or securities the acquisition of which (or the contract or option to 
acquire which) resulted in the nondeductibility of the loss shall be deter- 
mined under rules and regulations prescribed by the Commissioner with 
the approval of the Secretary. 53 Stat. 63. 


§ 119. Income from sources within United States 

(a) Gross income from sources in United States. The following items 
of gross income shall be treated as income from sources within the United 
States: 

(1) Interest. Interest from the United States, any Territory, any 
political subdivision of a Territory, or the District of Columbia, and in- 
terest on bonds, notes, or other interest-bearing obligations of residents, 
corporate or otherwise, not including — 

(A) Interest on deposits with persons carrying on the banking business 
paid to persons not engaged in business within the United States, or 

(B) interest received from a resident alien individual, a resident 
foreign corporation, or a domestic corporation, when it is shown to the 
satisfaction of the Commissioner that less than 20 per centum of the 
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gross income of sucli resident payor or domestic corporation has been de- 
rived from sources within the United States, as determined under the 
provisions of this section, for the three-year period ending with the close 
of the taxable year of such payor preceding the payment of such interest, 
or for such part of such period as may be applicable, or 

(C) income derived by a foreign central bank of issue from bankers’ 
acceptances; 

( 2 ) Dividends. The amount received as dividends — 

(A) from a domestic corporation other than a corporation entitled 
to the benefits of section 251, and other than a corporation less than 
20 per centum of whose gross income is shown to the satisfaction of 
the Commissioner to have been derived from sources within the United 
States, as determined under the provisions of this section, for the three- 
year period ending with the close of the taxable year of such corporation 
preceding the declaration of such dividends (or for such part of such 
period as the corporation has been in existence), or 

(B) from a foreign corporation unless less than 50 per centum of the 
gross income of such foreign corporation for the three-year period ending 
with the close of its taxable year preceding the declaration of such divi- 
dends (or for such part of such period as the corporation has been in ex- 
istence) was derived from sources within the United States as deter- 
mined under the provisions of this section; but only in an amount which 
bears the same ratio to such dividends as the gross income of the cor- 
poration for such period derived from sources within the United States 
bears to Its gross income from all sources; but dividends from a foreign 
corporation shall, for the purposes of section 131 (relating to foreign tax 
credit), be treated as income from sources without the United States to 
the extent exceeding the amount which is 10 0/85ths of the amount of the 
credit allowable under section 26(b) in respect of such dividends; 

(3) Personal services. Compensation for labor or personal services 
performed in the United States, but in the case of a nonresident alien 
individual temporarily present in the United States for a period or periods 
not exceeding a total of ninety days during the taxable year, compensa- 
tion received by such an individual (il such compensation does not ex- 
ceed 13,000 in the aggregate) for labor or services performed as an em- 
ployee of or under a contract with a nonresident alien, foreign partner- 
ship, or foreign corporation, not engaged in trade or business within the 
United States, shall not be deemed to be income from sources within the 
United States; 

(4) Bentals and royalties. Rentals or royalties from property locat- 
ed in the United States or from any interest in such property, including 
rentals or royalties for the use of or for the privilege of using in the United 
States, patents, copyrights, secret processes and formulas, good will, 
trade-marks, trade brands, franchises, and other like property; and 

(5) Sale of real property. Gains, profits, and income from the sale 
of real property located in the United States. 

(6) Sale of personal property 

For gains, profits, and income from the sale of personal property, see subsection 
(e). 

(b) Net income from sources In United States. From the items of 
gross income specified in subsection (a) of this section there shall be de- 
ducted the expenses, losses, and other deductions properly apportioned or 
allocated thereto and a, ratable part of any expenses, losses, or other de- 
ductions which can not definitely be allocated to some item or class of 
gross income. The remainder, if any, shall be included in full as net 
income from sources within the United States. 
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(c) Gross income from sources without United States. The foEowing 
items of gross income shall be treated as income from sources without 
the United States: 

(1) Interest other than that deriyed from sources within the United 
States as provided in subsection (a) (1) of this section; 

(2) Dividends other than those derived from sources within the United 
States as provided in subsection (a) (2) of this section; 

(3) Compensation for labor or personal services performed without 
the United States; 

(4) Rentals or royalties from property located without the United 
States or from any interest in such property, including rentals or royalties 
for the use of or for the privilege of using without the United States, pat- 
ents, copyrights, secret processes and formulas, good will, trade-marks, 
trade brands, franchises, and other like properties; and 

(5) Gains, profits, and income from the sale of real property located 
without the United States. 

(d) Net income from somces without United States. From the items 
of gross income specified in subsection (c) of this section there shall be 
deducted the expenses, losses, and other deductions properly apportioned 
or allocated thereto, and a ratable part of any expenses, losses, or other 
deductions which can not definitely be allocated to some item or class 
of gross income. The remainder, if any, shall be treated in full as net 
Income from sources without the United States. 

(e) Income from sources partly within and partly without United 
States. Items of gross income, expenses, losses and deductions, other than 
those specified in subsections (a) and (c) of this section, shall be allocated 
or apportioned to sources within or without the United States, under rules 
and regulations prescribed by the Commissioner with the approval of the 
Secretary. Where items of gross income are separately allocated to 
sources within the United States, there shall be deducted (for the pur- 
pose of computing the net income therefrom) the expenses, losses, and 
other deductions properly apportioned or allocated thereto and a ratable 
part of other expenses, losses or other deductions which can not definitely 
be allocated to some item or cls^ss of gross income. The remainder, if 
any, shall be included in full as net income from sources within the United 
States. In the case of gross income derived from sources partly within and 
partly without the United States, the net Income may first be computed 
by deducting the expenses, losses, or other deductions apportioned or 
allocated thereto and a ratable part of any expenses, losses, or other de- 
ductions which can not definitely be allocated to some items or class 
of gross income; and the portion of such net income attributable to 
sources within the United States may he determined by processes or 
formulas of general apportionment prescribed by the Commissioner with 
the approval of the Secretary. Gains, profits, and income from — 

(1) transportation or other services rendered partly within and partly 
without the United States, or 

(2) from the sale of personal property produced (in whole or in part) 
by the taxpayer within and sold without the United States, or produced 
(in whole or in part) by the taxpayer without and sold within the United 
States, 

shall be treated as derived partly from sources within and partly from 
sources without the United States. Gains, profits and income derived 
from the purchase of personal property within and its sale without the 
United States or from the purchase of personal property without and its 
sale within the United States, shall he treated as derived entirely from 
sources within the country in which sold, except that gains, profits, and 
income derived from the purchase of personal property within a posses- 

172 



COMPUTATION OF NET INCOME 


§120 


Sion of the United States and its sale within the United States shall he 
treated as derived partly from sources within and partly from sources 
without the United States. 

(f) Definitions. As used in this section the words “sale*’ or “sold’* 
include “exchange” or “exchanged”; and the word “produced” includes 
^‘created”, “fabricated”, “manufactured”, “extracted”, “processed”, 
“cured”, or “aged”. 53 Stat. 53, amended Oct. 21, 1942, 4:30 p. m., 
B. W. T., c. 619, Title I, § 160(c), 56 Stat. 861; Oct. 21, 1951, 2:07 p. m., 
E. S. T., c. 521, Title III, § 311(b), 65 Stat. 488. 


Historical Not© 


1951 Amendment. Suhsec (a) (2) (B) 
amended by Act Oct. 20, 1951, § 311 (h), 
to insert before semicolon “to the extent 
■* * * such dividends”. 

1943 Amendment. Subsec. (a) (1) (A) 
Amended by Act Oct. 21, 1942, which 
struck out the words “and not having 
an office or place of business therein” 
following the words “not engaged In 
business within the United States”. 

Effective Date of 1951 Amendment. 
Amendment of subsec. (a) (2) (B) made 
applicable only with respect to taxable 
years beginning after Dec. 30, 1950, by 
■section 311(c) of Act Oct. 20, 1951. 

Effective Date of 1942 Amendment. 
.Section 101 of Act Oct. 21, 1942, pro- 
vided that the amendment of this sec- 
tion was made applicable to taxable 
years beginning after Dec. 31, 1941. 


Treaty Obligations. Section 615 of Act 
Oct 20, 1951 provided that: “No amend- 
ment made by this Act [Act Oct. 20, 
1951] shall apply in any case where its 
application would be contrary to any 
treaty obligation of the United States.” 

Similar provisions were contained in 
the following Act: 

1942— Oct. 21, 1942, 4:30 p, m., E.W.T., 
c. 619, Title I, § 109, 56 Stat. 808. 

Text of Amendatory Xtevenne Acts. 
Complete original text of Revenue Acts 
amending this section, 1939 to date, see 
volumes “Title 26 — ^Internal Bevenu* 
Acts”. 

legislative History! For legislative? 
history and purpose of Act Oct. 20, 
1951, see 1951 tJ.S.Code Cong.Servlce, p. 
1781. 


§ 120. Unlimited deduction tor charitable and other contributions 

In the case of an individual if in the taxable year and in each of the 
ten preceding taxable years the amount of the contributions or gifts 
-described in section 23 (o) (or corresponding provisions of prior revenue 
Acts) plus the amount of income (determined without regard to suh- 
chapter E, relating to tax on self-employment Income), war-profits, or 
excess-profits taxes paid during such year in respect of such year or pre- 
ceding taxable years, exceeds 90 per centum of the taxpayer’s net Income 
for each such year, as computed without the benefit of the applicable 
subsection, then the 20 per centum limit imposed by section 23 (o) shall 
not be applicable. 53 Stat. 56, amended Aug. 28, 1950, c. 809, Title II, 
§ 208(d) (6). 64 Stat. 545; Jan. 11, 1951, c. 1226, § 1. 64 Stat. 1244; 
July 8, 1952, c. 688, § 4(b), 66 Stat. 443. 


Historical Note 


1952 Amendment. Act July 8, 1952, 
Amended Bection to insert “20 per cen- 
tum” in lieu of “15 per centum” due to 
fthe amendment of section 23(o) of I.R.C, 
1939. 

1951 Amendment. Act Jan. 11, 1951, 
amended section by substituting “in re- 
-spect of such year or preceding taxable 
years” in lieu of “in respect of preceding 
taxable years.” 

1950 Amendment. Act Aug. 28, 1950, 
amended section by inserting “(deter- 
mined # • • self-employment in- 

come)” Immediately following “amount 
-of income”. 


Effective Date of 1952 Amendment. 
Section 4(c) of Act July 8, 1952, provided 
in part that the amendment of subsec. 
(o) should apply only with respect to 
taxable years beginning after Dec. 31, 
3951. 

Effective D^i*te of 1951 Amendment. 
Section 2 of Act Jan. 11, 1951, provided 
that the amendment of this section by 
section 1 of said Act Jan. 11, 1951, should 
be applicable to taxable years beginning 
after Dec. 31, 1942. 

Text of Amendatory Eevenne Acts. 
Complete original text of Revenue Acts 
amending this section, 1939 to date, see 
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volumes “Title 26— Internal Revenue see 1951 U.S.Code Cong.Service, p. 4326. 
Acts”. See, also, Act Aug. 28, 1950, 1950 U.S. 

_ . , ^ . 1 Code Cong Service, p. 3287. 

I^egnslative History: For legislative 
history and purpose of Act Jan. 11, 1951, 

§ 121. Deduction of dividends paid on certain preferred stock of 
certain corporations 

In computing tlie net income of any national banking association, or of 
any bank or trust company organized under the laws of any State, Terri- 
tory, possession of the United States, or the Canal Zone, or of any other 
banking corporation engaged in the business of industrial hanking and 
under the supervision of a State banking department or of the Comptroller 
of the Currency, or of any incorporated domestic insurance company, there 
shall be allowed as a deduction from gross income, in addition to deduc- 
tions otherwise provided for in this chapter, any dividend (not including 
any distribution in liquidation) paid, within the taxable year, to the 
United States or to any instrumentality thereof exempt from Federal 
income taxes, on the preferred stock of the corporation owned by tbe 
United States or such instrumentality. The amount allowable as a deduc- 
tion under this section shall be deducted from the basic surtax credit 
otherwise computed under section 27(b). 53 Stat. 56. 


Historical Note 


Exception as to Transfer of Functions. 
Functions vested by any provision of 
law in the Comptroller of the Currency, 
referred to in this section, were not in- 
cluded in the transfer of functions of of- 
ficers, agencies and employees of the 
Department of the Treasury to the Sec- 


retary of the Treasury, made by 1950 
Reorg. Plan No. 26, § 1, eff July 31, 1950, 
15 F.R. 4935, 64 Stat. 1280, set out in 
note under section 241 of Title 5, Execu- 
tive Departments and Government Offi- 
cers and Employees. 


§ 122. Net operating loss deduction 

(a) Definition of net operating loss. As used in this section, the term 
“net operating loss” means the excess of the deductions allowed by this 
chapter over the gross income, with the exceptions, additions, and limita- 
tions provided in subsection (d). 

(h) Amount of carry-back and carry-over. 

(1) Net operating loss carry-back. 

(A) Doss for taxable year beginning before 1950. If for any taxable 
year beginning after December 31, 1941, and before January 1, 1950, 
the taxpayer has a net operating loss, such net operating loss shall be a 
net operating loss carry-back for each of the two preceding taxable years, 
except that the carry-back in the case of the first preceding taxable year 
shall be the excess, if any, of the amount of such net operating loss over 
the net income for the second preceding taxable year computed — 

(i) with the exceptions, additions, and limitations provided in sub- 
section (d) (1), (2), (4), and (6), and 

(ii) by determining the net operating loss deduction for such sec- 
ond preceding taxable year without regard to such net operating loss 
and without regard to any reduction specified in subsection (c). 

(B) Doss for taxable year beginning after 1949. If for any taxable year 
beginning after December 31, 1949, the taxpayer has a net operating 
loss, such net operating loss shall be a net operating loss carry-back 
for the preceding taxable year. 

(2) Net operating loss carry-over. 

(A) Doss for taxable year beginning before 194S, Except as provided 
In subparagraphs (D) and (E), if for any taxable year beginning before 
January 1, 19 48, the taxpayer has a net operating loss, such net operating 
loss shall be a net operating loss carry-over for each of the two succeeding 
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taxable years, except that the carry-over in the case of the second succeed- 
ing taxable year shall be the excess, if any, of the amount of such net 
operating loss over the net income for the intervening taxable year com- 
puted — 

(i) with the exceptions, additions, and limitations provided in sub- 
section (d) (1), (2), (4), and (6), and 

(ii) by determining the net operating loss deduction for such in- 
tervening taxable year without regard to such net operating loss, 
without regard to any net operating loss carry-back, and without re- 
gard to any reduction specified in subsection (c). 

For the purposes of the preceding sentence, the net operating loss for 
any taxable year beginning after December 31, 1941, shall be reduced 
by the sum of the net income for each of the two preceding taxable years 
computed — 

(iii) with the exceptions, additions, and limitations provided in 
subsection (d) (1), (2), (4), and (6), and 

(iv) by determining the net operating loss deduction without re- 
gard to such net operating loss or to the net operating loss for the suc- 
ceeding taxable year, and without regard to any reduction specified 
in subsection (c). 

(B) Boss for taxable year beginning after 1949. If for any taxable 
year beginning after December 31, 1949, the taxpayer has a net operating 
loss, such net operating loss shall be a net operating loss carry-over for 
each of the five succeeding taxable years, except that the carry-over in 
the case of each such succeeding taxable year (other than the first suc- 
ceeding taxable year) shall be the excess, if any, of the amount of such 
net operating loss over the sum of the net income for each of the inter- 
vening years computed — 

(i) with the exceptions, additions, and limitations provided in sub- 
section (d) (1), (2), (4), and (6), and 

(ii) by determining the net operating loss deduction for each inter- 
vening taxable year, without regard to such net operating loss or to 
the net operating loss for any succeeding taxable year and without 
regard to any reduction specified in subsection (c). 

For the purpose of the preceding sentence, the net operating loss for 
any taxable year beginning after December 31, 1949, shall be reduced 
by the amount, if any, of the net income for the preceding taxable year 
computed — 

(i) with the exceptions, additions, and limitations provided in sub- 
section (d) (1), (2), (4), and (6), and 

(ii) by determining the net operating loss deduction for such pre- 
ceding taxable year without regard to such net operating loss and 

without regard to any reduction specified in subsection (c). 

(O) Boss for taxable year beginning after December 31, 1947, and be- 
fore January 1, 1950. If for any taxable year beginning after December 
31, 1947, and before January 1, 1950, the taxpayer has a net operating 
loss, such net operating loss shall be a net operating loss carry-over for 
each of the three succeeding taxable years, except that the carry-over in 
the case of each such succeeding taxable year (other than the first suc- 
ceeding taxable year) shall be the excess, if any, of the amount of such net 
operating loss over the sum of the net income for each of the intervening 
years computed — 

(i) with the exceptions, additions, and limitations provided in sub- 
eection (d) (1), (2), (4), and (6), and 

(ii) by determining the net operating loss deduction for each in- 
tervening taxable year without regard to such net operating loss or to 
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tlie net operating loss for any succeeding taxable year and witliout 
regard to any reduction specified in subsection (c). 

For the purpose of the preceding sentence, the net operating loss for any 
taxable year beginning after December 31, 1947, and before January 1, 
1950, shall be reduced by the sum of the net income for each of the two 
preceding taxable years computed — 

(iii) with the exceptions, additions, and limitations provided in sub- 
section (d) (1), (2), ( 4 ), and (6), and 

(iv) by determining the net operating loss deduction without re- 
gard to such net operating loss or to the net operating loss for the 
succeeding taxable year, and without regard to any reduction specified 
in subsection (c). 

(D) Loss for taxable year beginning after December 31, 1946, and be- 
fore January 1, 1948, in the case of a corporation which commenced busi- 
ness after December 31, 1945. If for any taxable year beginning after 
December 31, 1946, and before January 1, 1948, a corporation which com- 
menced business after December 31, 1945, has a net operating loss, such 
net operating loss shall be a net operating loss carry-over for each of the 
three succeeding taxable years, except that the carry-over in the case of 
each such succeeding taxable year (other than the first succeeding taxable 
year) shall be the excess, if any, of the amount of such net operating loss 
over the sum of the net income for each of the intervening years com- 
puted — 

(i) with the exceptions, additions, and limitations provided in sub- 
section (d) (1), (2), (4), and (6), and 

(ii) by determining the net operating loss deduction for each inter- 
vening taxable year without regard to such net operating loss or to the 
net operating loss for any succeeding taxable year, and without regard 
to any reduction specified in subsection (c). 

For the purpose of the preceding sentence, the net operating loss for any 
taxable year beginning after December 31, 1946, shall be reduced by the 
sum of the net income for each of the two preceding taxable years com- 
puted — 

(iii) with the exceptions, additions, and limitations provided in sub- 
section (d) (1), (2), (4), and (6), and 

(iv) by determining the net operating loss deduction without re- 
gard to such net operating loss or to the net operating loss for the suc- 
ceeding taxable year, and without regard to any reduction specified in 
subsection (c). 

(3S) Loss for taxable years of corporations beginning in 1947 and 
ending in 1948. If a corporation (other than a corporation which com- 
menced business after December 31, 1945) has a net operating loss for a 
taxable year beginning in 1947 and ending in 1948, subparagraph (C) 
shall apply as if the taxable year began after December 31, 1947; except 
that the net operating loss carry-over for the third succeeding taxable 
year shall not exceed that amount which hears the same ratio to the net 
operating loss as the number of days in the taxable year after December 
31, 1947, bears to the total number of days in the taxable year. 

(F) Loss in case of corporations’ whose first taxable year began in 
1949 and ended in 1950. If the first taxable year of a corporation began 
in 1949 and ended in 1950, and if the corporation had a net operating loss 
for such first taxable year, there shall be a net operating loss carry- 
over for the fourth and fifth succeeding taxable years. The amount of 
such carry-over shall be determined in accordance with the first sentence 
of subparagraph (B) ; except that — 

(i) such carry-over for the fourth succeeding taxable year shall not 
exceed so much of such net operating loss as is allocable to 1950, and 
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(ii) such carry-over for the fifth succeeding taxable year shall not 
exceed the amount by which the <3arry-over for the fourth succeeding 
taxable year (as limited by clause (!) of this sentence) exceeds the 
net Income for the fourth succeeding taxable year computed as pro- 
vided in clauses (i) and (ii) of the first sentence of subparagraph 
(B). 

For the purposes of the preceding sentence, the portion of the net operat- 
ing loss which is allocable to 1950 shall be an amount which bears the 
same ratio to such loss as the number of days in the taxable year after 
December 31, 1949, bears to the total number of days in the taxable 
year. 

(d) Exceptions, additions, and limitations. The exceptions, additions, 
and limitations referred to in subsections (a), (b), and (c) shall be as 
follows: 

(1) The deduction for depletion shall not exceed the amount which 
would be allowable if computed without reference to discovery value 
or to percentage depletion under section 114(b) (2), (3), or (4); 

(2) There shall be included in computing gross income the amount 
of interest received which is wholly exempt from the taxes imposed by 
this^ chapter, decreased by the amount of interest paid or accrued which 
is not allowed as a deduction by section 23(b), relating to interest on 
indebtedness incurred or continued to purchase or carry certain tax- 
exempt obligations; 

(3) No net operating loss deduction shall be allowed; 

( 4 ) The amount deductible on account of losses from sales or exchanges 
of capital assets shall not exceed the amount includible on account of 
gains from such sales or exchanges. The deduction provided in section 23 
(ee) shall not be allowed. 

(6) Deductions otherwise allowed by law not attributable to the opera- 
tion of a trade or business regularly carried on by the taxpayer shall (in 
the case of a taxpayer other than a corporation) be allowed only to the ex- 
tent of the amount of the gross income not derived from such trade or 
business. For the purposes of this paragraph deductions and gross income 
shall be computed with the exceptions, additions, and limitations specified 
in paragraphs (1) to (4) of this subsection. This paragraph shall not ap- 
ply with respect to deductions allowable for losses sustained after Decem- 
ber 31, 1950, in respect of property, if the losses arise from fire, storm, 
shipwreck, or other casualty, or from theft. 

(6) Suspended. 

(e) No carry-back to year prior to 1941. As used In this section, the 
term “preceding taxable year" and the term “preceding taxable years" 
do not include any taxable year beginning prior to January 1, 1941. Add- 
ed June 29, 1939, 10 p. m., E. S. T., c. 247, Title II, § 211(b), 63 Stat. 
867, amended Oct. 21, 1942, 4:30 p. m., E. W. T„ c, 619, Title I, §§ 105 
(e) (3), 150(e), 153(a-c), 56 Stat. 807, 844, 847, 848; Sept. 23, 1950, 
3:15 p. m., E. D. T., c. 994, Title I, Pt. II, § 121(g) (2), Title II, § 215 
(a), 64 Stat. 918, 937; Jan. 3, 1951, 10:13 a. m., c. 1199, Title III, § 304 
(e), 64 Stat. 1220; Oct. 20, 1951, 2:07 p. m., E. S. T., c. 621, Title III, 
§§ 322(c) (4), 330(a), (b), 344(a), 65 Stat. 600, 606, 517; Aug. 16, 
1953, c. 612, Title II, § 205(a) (1), (2), 67 Stat. 619. 

Historical Note 

1953 Amendment. Subsec. (b) ( 2 ) (A) Subsec. (b) (2) amended by Act Aug. 
amended by Act Aug. 15, 1953, § 205(a) IS, 1953, § 205(a) (1), which added sub- 
(2), which substituted the words “sub- paragraphs (El) and (F). 
paragraphs (D) and (E)” for “subpara- 195.1 Amendments. Subsec. (b) (2) (A) 
graph (D)”, amended by Act Oct. 20, 1961, § 330(a). 

T. 26h U.S.C.A.— 12 177 
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to substitute ‘"January 1, 194S’' in lieu 
of “January 1, 1950.” 

Sttbsec. (b) (2) (C), (D) added by Act 
Oct 20, 1951, § 330<b). 

Subsec. (d) (4) amended by Act Oct. 
20, 1951, I 322(c) (4), to provide that the 
deduction provided for in section 23 
(ee) shall not be allowed. 

Snbsec. (d) (5) amended by Act Oct. 

20, 1951, § 344(a), to add last sentence. 

Subsec. (d) (6) suspended with respect 

to any taxable year ending after June 30, 
1950, by Act Jan. 3, 1951. 

1950 Amendment. Subsec. (b) amended 
by Act Sept 23, 1950, to provide that the 
net operating loss for any taxable year 
beginning after Dec. 31, 1949, may be 
carried back to the preceding taxable 
year only, and to allow such net oper- 
ating loss (to the extent it Is not ab- 
sorbed as a carry-back) also may be 
carried forward to the five succeeding 
taxable years. 

Subsec. (c) amended by Act Sept. 23, 
1^0, which substituted “without the 
credits provided in section 26(h) and (i)” 
in lieu of “without the credits provided 
in section 26(e)”. 

1943 Amendment. Subsecs, (a-c), (d) 
(opening par., and pars. 4, 5), (e) amend- 
ed and subsec. (d) (6) added by Act Oct. 

21, 1942. 

Effective Date of 1953 Anaendment. 
Section 205(a) (3) of Act Aug. 15, 1953 
provided that: “The amendment [to sub- 
sec. (b) (2) (A) ] made by paragraph (2), 
and subparagraph (B) of section 122(b) 
(2) of the Internal Revenue Code [1939] 
as added by paragraph (1), shall apply 
with respect to taxable years ending aft- 
er December 31, 1947. Subparagraph (F) 
of section 122(b) (2) of the Internal Rev- 
enue Code [1939] as added by paragraph. 
<1) shall apply with respect to taxable 
years ending after December 31, 1949.” 

Effective Date of 1951 Amendments. 
Amendment of subsec. (b) (2) (A) and 
addition of subsec. (b) (2) (C), (D) 

made applicable in computing the net 
operating loss deduction for taxable 
years beginning after Dec. 31, 1951, by 
section 330(c) of Act Oct. 20, 1951. 

Amendment of subsec. (d) (4) made 
applicable only with respect to taxable 
years beginning on or after Oct. 20, 1951, 
by section 322(d) of Act Oct. 20, 1951. 

Amendment of subsec. (d) (5) made 

applicable in computing the net operat- 
ing loss deduction for taxable years end- 
ing after Dec. 31, 1948, by section 344(b), 
of Act Oct. 20, 1951. Addition of last 


sentence of subsec. (d) (5) made effective 
as if it had been enacted as a part of 
this section. 

Amendment of section by Act Jan. 3, 
1951, as applicable with respect to tax- 
able years ending after June 30, 1950, 
see note set out under section 114 of 
I.R.C 1939. 

Effective Date of 1950 Amendments. 
Section 215(b) of Act Sept. 23, 1950, pro- 
vided that the amendment of sub sec. (b) 
should be applicable in computing the 
net operating loss deduction for taxable 
years beginning after Dec. 31. 1947. 

Amendment of subsec. (c) by Act 
Sept 23, 1950, as applicable only with 
respect to taxable years ending after 
Dec. 31, 1950, see note set out under 
section 13 of I.R.C.1939. 

Effective Date of 1942 Anaendment. 
Amendments of subsecs, (a) and (d) by 
Act Oct 21, 1942, §§ 105(e), 150(e) were 
made applicable to taxable years be- 
ginning after Dec. 31, 1941, by section 
101 thereof- 

Amendments of subsecs, (b), (c) and 
(e) by Act Oct. 21, 1942, § 153(a-c), were 
made applicable to taxable years be- 
ginning after Dec. 31, 1940, by section 
153(e) thereof. 

Carry-Overs To Beorganized Bsmroads. 
See Act July 15, 1947, c, 249, 61 Stat 
324, as amended, eff. July 15, 1947, by 
Act Aug. 15, 1053, c. 512, § 205(b), 67 
Stat 610 

Treaty Obligations. Section 615 of 
Act Oct 20, 1951, provided that: “No 
amendment made by this Act [Act Oct. 
21, 1951] shall apply in any case where 
its application would be contrary to any 
treaty obligation of the United States.” 

Similar provisions were contained In 
the following Acts: 

1950— Sept 23, 1950, 3:15 p. m., B.D.T., 
c. 994, Title II, § 214, 64 Stat 937. 

1942— -Oct 21, 1942, 4:30 p. m., B.W.T., 
e. 619, Title I, § 109, 56 Stat 808 . 

Text of Amendatory Revenue Acts. 
Complete original text of Revenue Acts 
amending this section, 1939 to date, see 
volumes “Title 26 — Internal Bevenue 
Acts”. 

liegislative History: For legislative 
history and purpose of Act Aug. 15, 
1953 see 1953 US Code Cong, and Adm. 
News, p. 2423. See, also. Acts Oct 20, 
1951, 1951 U.S Code Cong Service, p. 1781; 
Jan. 3, 1951, 1950 U.S. Code Cong. Service, 
p. 4027; Sept. 23. 1950, 1950 U.S.Code 
Cong. Service, p. 3053. 


§ 123. Commodity credit loans 

(a) Amounts received as loans from the Commodity Credit Corporation 
shall, at the election of the taxpayer, he considered as income and shall 
be included in gross income for the taxable year in which received. 

(b) If a taxpayer exercises the election provided for in subsection (a) 
for any taxable year beginning after December 31, 1938, then the method 
of computing income so adopted shall be adhered to with respect to all 
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subsequent taxable years unless with tbe approyal of tbe Commissioner 
a change to a different method is authorized. 

(c) The election provided for in subsection (a) with respect to taxable 
years beginning after December 31, 1938, and before January 1, 19 42, 
may be exercised by the taxpayer at, or at any time prior to, the time 
prescribed for the filing of the taxpayer’s return for the taxable year of 
the taxpayer beginning in 1942, or if there is more than one taxable year 
of the taxpayer beginning in 1942, for the last taxable year so beginning, 
provided the records of the taxpayer are sufficient to permit an accurate 
computation of income for such years, and the taxpayer consents in writ- 
ing to the assessment, within such period as may be agreed upon, of any de- 
ficiency for such years, even though the statutory period for the assess- 
ment of any such deficiency had expired prior to the filing of such con- 
sent. Added June 29, 1939, 10 p. m,, E. S. T., c. 247, Title II, § 223(a), 
53 Stat. 879, amended Oct. 21, 1942, 4:30 p. m., E. W. T., c. 619, Title 
I, § 154(a), 56 Stat. 848. 


Historical Not© 


1942 Amendment. Subsec. (c) added 
by Act Oct. 21, 1942. 

Effective Date of 1942 Amendment. 
Section 101 of Act Oct. 21, 1942, provided 
tbat the amendment of this section was 
made applicable to taxable years be- 
ginning after Dec. 31, 1941. 

Effective Date of 1939 Amendment. 
Section 223(c) of Act June 29, 1939 pro- 
vided that the amendment of this section 
was made applicable to taxable years be- 
ginning after Dec. 31, 1938. 

Betr<Nactive Operation. Act June 29, 
1939, 10 p. m., B.S.T., c. 247, Title II. S 
223(d) and (e), 63 Stat. 879, provided as 
follows : 

“(d) Betroacfftvo appUcatiojx.— The pro- 
visions of subsection (a) [adding section 
123] shall be retroactively applied In 
computing income for any taxable year 
subject to the provisions of the Revenue 
Act of 1934, the Revenue Act of 1936. or 
the Revenue Act of 1938, or any of such 
Acts as amended, If— 

“(1) The taxpayer electa in writing (In 
accordance with regulations prescribed 
by the Commissioner with the approval 
of the Secretary) within one year from 
the date of the enactment of this Act to 
treat such loans as income for such year, 
and 

“(2) The records of the taxpayer are 
sufficient to permit an accurate computa- 
tion of Income for such year, and 

"‘(3) The taxpayer consents in writing 
to the assessment, within such period as 
may be agreed upon, of any deficiency 


for such year, even though the statutory 
period for the assessment of any such 
deficiency had expired prior to the filing 
of such consent. 

“Any tax overpaid for any such year 
shall be credited or refunded, subject to 
the statutory period of limitation prop- 
erly applicable thereto. 

“(e) Adjustamecat of Basis for Trior 
Tears. — In computing Income for any 
taxable year subject to the provisions of 
the Revenue Act of 1934, the Revenue 
Act of 1936, or the Revenue Act of 1938, 
or any of such Acts as amended, the 
basis, for determining gain or loss from 
the sale or other disposition of any prop- 
erty, pledged to the (Commodity Credit 
Corporation as security on a loan ob- 
tained therefrom, shall be adjusted for 
the amount of such loan to the extent 
it was considered as income and included 
In gross income for the year in which 
received, and for the amount of any defi- 
ciency on such loan with respect to which 
the taxpayer was relieved from liability.” 

Treaty Obligatians. Section 109 of Act 
Oct. 21, 1942 provided as follows: “No 
amendment made by this title [sections 
101-172, 181-186 of 1942 Act] shall apply 
In any case where its application would 
be contrary to any treaty obligation of 
the United States.” 

Text of Amendatory Revenue Acts. 
Complete original text of Revenue Acts 
amending this section, 1939 to date, see 
volumes “Title 26 — ^Internal Revenue 
Acts”. 


§ 124. Amortization deduction 

(a) General rule. IH^ery person, at his election, shall be entitled to 
a deduction with respect to the amortization of the adjusted basis (for 
determining gain) of any emergency facility (as defined in subsection 
(e)), based on a period of sixty months. Such amortization deduction 
shall be an amount, with respect to each month of such period within the 
taxable year, equal to the adjusted basis of the facility at the end of such 
month divided by the number of months (Including the month for which 
the deduction is computed) remaining in the period. Such adjusted basis 

179 



§124 INCOME TAX— SUPPLEMENT PROVISIONS 

at the end of the month shall be computed without regard to the amorti- 
zation deduction for such month. The amortization deduction above pro- 
vided with respect to any month shall, except to the extent provided in 
subsection (g) of this section, be in lieu of the deduction with respect 
to such facility for such month provided by section 23 (Z), relating to ex- 
haustion, wear and tear, and obsolescence. The sixty-month period shall 
begin as to any emergency facility, at the election of the taxpayer, with 
the month following the month in which the facility was completed or ac- 
quired, or with the succeeding taxable year. 

(b) Election of amortization. The election of the taxpayer to take the 
amortization deduction and to begin the sixty-month period with the 
month following the month in which the facility was completed or ac- 
quired shall (except as provided in subsection (d) (3)) he made only by 
a statement to that effect in its return for the taxable year in which the 
facility was completed or acquired. Its election to take the amortization 
deduction and to begin such period with the taxable year succeeding such 
year shall be made only by a statement to that effect in its return for 
such succeeding taxable year. In the case of an emergency facility com- 
pleted or acquired (1) after December 31, 1939, and before June 11, 1940, 
by a corporation, or (2) after December 31, 1939, and before January 1, 
1942, by a person other than a corporation, the taxpayer’s election to take 
the amortization deduction and to begin such period with either the month 
following the month in which the facility was completed or acquired or 
.with the succeeding taxable year shall be made only by a statement In 
writing to that effect to the Commissioner and shall be made before the 
expiration of six months after the date of enactment of the Revenue Act 
of 1942. 

(c) Teimiination of amortization deduction. A taxpayer which has 
elected under subsection (b) to take the amortization deduction provided 
in subsection (a) may, at any time after making such election, discontinue 
the amortization deductions with respect to the remainder of the amorti- 
zation period, such discontinuance to begin as of the beginning of any 
month specified by the taxpayer in a notice in writing filed with the Com- 
missioner before the beginning of such month. The deduction provided 
under section 23 (Z) shall be allowed, beginning with the first month as 
to which the amortization deduction is not applicable, and the taxpayer 
shall not (except as provided in subsection (d) ) be entitled to any further 
amortization deductions with respect to such emergency facility. 

(d) Termination of amortization period. 

(1) If the President has proclaimed the ending of the emergency 
period (as defined in subsection (e)), or if the Secretary of War or 
the Secretary of the Navy has, in accordance with regulations pre- 
scribed by the President, certified to the Commissioner that an emer- 
gency facility ceased, on the date specified in the certificate, to be 
necessary in the interest of national defense during the emergency 
period, and if the date of such proclamation or the date specified in 
such certificate occurs within sixty months from the beginning of the 
amortization period with respect to such emergency facility, then the 
taxpayer may elect (in accordance with paragraph (4) of this sub- 
section) to terminate the amortization period with respect to snch 
emergency facility as of the end of the month in which such proclama- 
tion was issued or iu which occurred the date specified in such cer- 
tificate, whichever is the earlier. In such case the amortization 
period with respect to such facility shall end with the end of such 
month in lieu of the end of the sixty-month period. 

(2) If the date of the proclamation or the date specified in the 
certificate referred to in paragraph (1) of this subsection occurg^ 
within sixty months from the beginning of the amortization period 
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with respect to such emergency facility and after the beginning of 
the month which the taxpayer has preTiously fixed under subsec- 
tion (c) for the taking, in lieu of the amortization deduction pro- 
vided in this section, of the deduction allowed by section 23(0, the 
taxpayer may elect (in accordance with paragraph (4) of this sub- 
section) to terminate the amortization period with respect to such 
emergency facility as of the end of the month in which such proclama- 
tion was issued or in which occurred the date specified in such cer- 
tificate, whichever is the earlier. In such case the amortization 
period ’with respect to such facility shall end with the end of such 
month in lieu of the end of the sixty-month period, and the termina- 
tion of the amortization deduction under subsection (c) shall be dis- 
regarded. 

(3) In the case of a taxpayer which has not elected, in the manner 
prescribed in subsection (b), to take an amortization deduction with 
respect to an emergency facility, if the date of the proclamation or 
the date specified in the certificate, referred to in paragraph (1) of 
this subsection, whichever is earlier, is before the expiration of sixty 
months from the last day of the month in which such emergency 
facility was completed or acquired, then the taxpayer may elect (in 
accordance with paragraph (4) of this subsection) the amortization 
deduction provided in subsection (a), using an amortization period 
beginning with the month following the month in which the emer- 
gpency facility was completed or acquired and ending as of the end 
of the month within which such proclamation was issued or within 
which occurred the date specified in such certificate, whichever is the 
earlier. 

(4) The election provided in paragraph (1), (2), or (3) shall be 
made by filing with the Commissioner, in such manner, in such form, 
and within such time, as the Commissioner with the approval of the 
Secretary may hy regulations prescribe, a statement of such election. 
When such election has been so made, then, under regulations pre- 
scribed by the Commissioner with the approval of the Secretary, 
the taxes for all taxable years, beginning with the taxable year in 
which the amortization period began, shall be computed in accordance 
with an amortization deduction computed in accordance with the 
method provided in subsection (a), but using (in lieu of the sixty- 
month period provided in such subsection) the amortization period 
specified in paragraph (1), (2), or (3), as the case may be. 

( 5 ) Recomputation of tax in case of election under this subsection. 
If the adjustment of the Income or excess-profits tax liability for any 
taxable year necessary to give effect to paragraph (4) of this sub- 
section is prevented (A) on the date of the certificate of the Secretary 
of War or the Secretary of the Navy or on the date of the President's 
proclamation, whichever is the basis of the taxpayer's election under 
this subsection, or (B) within one year from such date, by any pro- 
vision of law (other than this paragraph and other than section 37 61, 
relating to compromises), an adjustment of the tax liability shall 
nevertheless be made if In respect of such taxable year a notice of 
deficiency is mailed or a claim for refund Is filed, as the case may 
be, within one year after the date of such certificate or such proclama- 
tion, whichever is the basis of the taxpayer’s election under this 
subsection. If at the time of the mailing of such notice of deficiency 
or the filing of such claim for refund, the adjustment is so prevented, 
then the amount of the adjustment authorized in this paragraph 
shall be limited to the increase or decrease in the tax previously 
determined for such taxable year which results solely from the effect 
of paragraph (4) of this subsection, and such amount shall be as- 
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sessed and collected, or credited or refunded, in the same manner as 
if it were a deficiency or an overpayment, as the case may be, for such 
taxable year and as if on the date of such certificate or such proclama- 
tion, whichever is the basis of the taxpayer's election under this sub- 
section, one year remained before the expiration of the periods of 
limitation upon assessment or filing claim for refund for the tax- 
able year. The tax previously determined shall be ascertained in 
accordance with section 3801(d). The amount to be assessed and 
collected under this paragraph in the same manner as if it were a 
deficiency, or to be refunded or credited in the same manner as if it 
were an overpayment, shall not be diminished hy any credit or set- 
off based upon any item, inclusion, deduction, credit, exemption, gain, 
or loss, other than one resulting from the effect of paragraph (4) 
of this subsection. Such amount, if paid, shall not be recovered by a 
claim or suit for refund or suit for erroneous refund based upon any 
item, inclusion, deduction, credit, exemption, gain, or loss, other 
than one resulting from the effect of paragraph (4) of this subsection. 

(6) In the case of a taxpayer which has not elected, in the manner 
prescribed in subsection (b), to take an amortization deduction with 
respect to an emergency facility, if the date of the proclamation re- 
ferred to in paragraph (1) of this subsection or the date specified in 
the certificate referred to in paragraph (1) of this subsection is be- 
fore the completion of such emergency facility, then the taxpayer 
may elect (in accordance with paragraph (4) of this subsection) the 
amortization deduction provided in subsection (a), using an amorti- 
zation period beginning with the month in which the construction, re- 
construction, erection, or installation of the emergency facility was 
begun and ending as of the end of the month within which such proc- 
lamation was issued or within which occurred the date specified in the 
certificate referred to in paragraph (1) of this subsection, which- 
ever is the earlier. 

(e) Definitions. 

(1) Emergency facility. As used in this section, the term *‘emer- 
gency facility" means any facility, land, building, machinery, or 
equipment, or part thereof, the construction, reconstruction, erection, 
installation, or acquisition of which was completed after December 
31, 1939, and with respect to which a certificate under subsection 
(f) has been made. For the purposes of this section, the part of any 
facility which was constructed, reconstructed, erected, or installed by 
any person after December 31, 1939, and not earlier than six montha^ 
prior to the filing of an application for a certificate under subsection 
(f), and with respect to which part a certificate under subsection (f> 
has been made, shall he deemed to be an emergency facility, notwith- 
standing that the other part of such facility was constructed, recon- 
structed, erected, or installed earlier than six months prior to the 
filing of such application. For the purposes of this section, the part 
of any facility which was constructed, reconstructed, erected, or in- 
stalled by a corporation after December 31, 1939, and before June 11, 
1940, and with respect to which part a certificate under subsection 
(f) has been made, shall be deemed to be an emergency facility and 
to have been completed on June lO, 1940, notwithstanding that the 
entire facility was not completed until after June 10, 1940. 

(2) Emergency period. As used in this section, the term "emer- 
gency period" means the period beginning January 1, 1940, and 
ending on the date on which the President proclaims that the utiliza- 
tion of a substantial portion of the emergency facilities with respect 
to which certifications under subsection (f) have been made is no- 
longer required in the interest of national defense. 
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(f) Beteimination of adjusted basis of emergency facility. In deter- 
mining, for the purposes of subsection (a) or subsection (h), the adjusted 
basis of an emergency facility — 

(1) There shall be included only so much of the amount otherwise 
constituting such adjusted basis as is properly attributable to such 
construction, reconstruction, erection, installation, or acquisition 
after December 31, 1939, as either the Secretary of War or the Sec- 
retary of the Navy has certified as necessary in the interest of na- 
tional defense during the emergency period, which certification shall 
be under such regulations as may be prescribed from time to time 
by the Secretary of War and the Secretary of the Navy, with the 
approval of the President. 

( 2 ) After the completion or acquisition of any emergency facility 
with respect to which a certificate under paragraph (1) has been 
made, any expenditure (attributable to such facility and to the period 
after such completion or acquisition) which does not represent con- 
struction, reconstruction, erection, installation, or acquisition includ- 
ed in such certificate, but with respect to which a separate certificate 
is made under paragraph (1), shall not be applied in adjustment 
of the basis of such facility and shall be considered as an expenditure 
with respect to a new emergency facility; and 

(3) The certificate provided for in paragraph (1) shall have no 
-effect unless an application therefor is filed before the expiration of 
six months after the beginning of such construction, reconstruction, 
•erection, or installation or the date of such acquisition, or before 
December 1, 1941, whichever is later, except that — 

(A) in the case of an emergency facility completed or ac- 
quired by a corporation after December 31, 1939, and before 
June 11, 1940, such certificate shall have no effect unless an 
application therefor is filed before the expiration of six months 
after the date of the enactment of the Revenue Act of 1942, and 

(B) in the case of an emergency facility completed or ac- 
quired after December 31, 1939, by a person other than a cor- 
poration, such certificate shall have no effect unless an applica- 
tion therefor is filed before the expiration of six months after 
the beginning of such construction, reconstruction, erection, or 
installation or the date of such acquisition, or before the ex- 
piration of six months after the date of the enactment of the 
Revenue Act of 1942, whichever is later. 

In no event and notwithstanding any of the other provisions of this 
section, no amortization deduction shall be allowed in respect of any 
-emergency facility for any taxable year — 

(C) unless a certificate in respect thereof under paragraph 
(1) shall have been made (i) prior to the filing of the taxpayer's 
return for such taxable year, or prior to the making of an 
election pursuant to subsection (d) (3) or subsection (d) (6) of 
this section to take the amortization deduction, or (ii) before 
December 1. 1941, whichever is later; or 

(D) in the case of an emergency facility completed or ac- 
quired by a corporation after December 31, 1939, and before 
June 11, 1940, unless a certificate in respect thereof under 
paragraph (1) shall have been made prior to the expiration of 
twelve months after the date of enactment of the Revenue Act 
of 1942; or 

(E) in the case of an emergency facility completed or ac- 
-quired after December 31, 1939, and before January 1, 1943, 
by a person other than a corporation, unless a certificate In 
respect thereof under paragraph (1) shall have been made (1)^ 
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prior to the expiration of nine months after the last date upon 
which an application for such certificate may be filed, or (ii) 
prior to the expiration of twelve months after the date of enact- 
ment of the Revenue Act of 1942, whichever is later. 

(g) Depreciation deduction. If the adjusted basis of the emergency 
facility computed without regard to subsection (f) of this section is in 
excess of the adjusted basis computed under such subsection, the deduc- 
tion provided by section 23(0 shall, despite the provisions of subsection 
(a) of this section, be allowed with respect to such emergency facility as 
if its adjusted basis were an amount equal to the amount of such excess. 

(h) Payment by United States of unamortized cost of facility. If an 
amount is properly includible in the gross income of the taxpayer on ac- 
count of a payment with respect to an emergency facility and such pay- 
ment is certified as provided in this paragraph, then, at the election of the 
taxpayer in its return for the taxable year in which such amount is so 
Includible — 

(1) The amortization deduction for the month in which such 
amount is so includible shall (in lieu of the amount of the deduction 
for such month computed under subsection (a)) be the amount so 
includible, hut such deduction shall not be in excess of the adjusted 
basis of the emergency facility as of the end of such month (computed 
without regard to any amortization deduction for such month). Pay- 
ments referred to in this paragraph shall be payments the amounts 
of which are certified, under such regulations as the President may 
prescribe, by either the Secretary of War or the Secretary of the 
Navy as compensation to the taxpayer for the unamortized cost of 
the emergency facility made because — 

(A) A contract with the United States involving the use 
of the facility has been terminated by its terms or by cancella- 
tion, or 

(B) the taxpayer had reasonable grounds (either from pro- 
visions of a contract with the United States involving the use 
of the facility, or from written or oral representations made 
under authority of the United States) for anticipating future 
contracts involving the use of the facility, which future contracts 
have not been made. 

(2) In case the taxpayer is not entitled to any amortization de- 
duction with respect to the emergency facility the deduction allowable 
under section 23 (Z) on account of the month in which such amount 
is so includible shall be increased by such amount, but such deduc- 
tion on account of such month shall not be in excess of the adjusted 
basis of the emergency facility as of the end of such month (computed 
without regard to any amount allowable, on account of such month, 
under section 23(0 or this paragraph). 

(i) Life tenant and remainderman. In the case of property held by 
one person for life with remainder to another person, the deduction shaU 
be computed as if the life tenant were the absolute owner of the property 
and shall be allowable to the life tenant. 

(J) Application for Tentative Adjustment. Any taxpayer who has filed 
a statement of election as prescribed in paragraph (4) of subsection (d) 
may. within ninety days from the date such statement is filed, or within 
ninety days from the date of enactment of this Act, whichever is the later, 
file an application for tentative adjustment with respect to the taxes for 
taxable years prior to the taxable year in which such application is filed 
which are to be computed as required by paragraph (4) of subsection 
(d) as the result of such election. Such application shall be verified in 
the manner prescribed hy section 51 or section 52 in the case of a return 
of such taxpayer and shall be made in such manner and form aa shall be 
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required by regulations prescribed by the Commissioner with the ap- 
proval of the Secretary, and shall set forth, in such detail and with such 
supporting data and explanation as such regulations shall require, the 
recomputation of such taxes required by paragraph (4) of subsection (d) 
except that the tax for each taxable year to be recomputed shall be the 
tax for such year previously determined, ascertained in accordance with the 
method prescribed in section 3801(d). If an application under section 
378 0(a) for tentative carry-back adjustment has been previously filed, 
but such adjustment has not been previously determined, then for the 
purpose of subsection (j) and (k), the assessments, applications, credits, 
and refunds provided in section 3780(b) shall be considered as having 
been previously made upon the basis of such application under section 
3780(a). Such recomputation of tax shall be made on the basis of the 
items on the basis of which the tax to be recomputed was determined. 
Such application shall also set forth the unpaid amount of each tax re- 
computed and such other information for the purpose of carrying out the 
provisions of subsections (j) and (k) as may be required by such regula- 
tions. An application under this subsection shall not constitute a claim 
for credit or refund. 

(k) Allowance of Adjustment. Within a period of ninety days from 
the filing of an application under subsection (j), the Commissioner shall 
make, to the extent he deems practical in such period, a limited examina- 
tion of the application for omissions and errors of computation, and shall 
determine the amount of the increase or decrease in each tax to which 
such application relates, on the basis of the application and the examina- 
tion, except that the Commissioner may disallow, without further action, 
any * application which he finds contains material omissions, or errors of 
computation which he deems cannot be corrected by him within such 
ninety-day period. Each increase shall be deemed determined as a defi- 
ciency and assessed, without regard to the restrictions on assessment in 
section 272. Each decrease shall be applied against any unpaid amount 
of the tax decreased, and any remainder shall be credited against the de- 
ficiencies (and interest or additions to the tax) assessed under this sub- 
section, and any remainder shall, within such ninety-day period, be either 
credited against any other income, war profits, or excess profits tax, or 
instalment thereof, due from the taxpayer, or refunded to the taxpayer. 
The application, credit, or refund of a decrease determined under this 
subsection shall be deemed a credit or refund of an overpayment within 
the meaning of section 781(b). Added Oct. 8, 1940, 11 p. m., E. S. T., 
c. 757, Title III, § 302, 54 Stat. 999, amended Jan. 31, 1941, c. 3, §§ 1-3, 
65 Stat. 4; Oct. 30, 1941, c. 464, §§ 1-3, 55 Stat. 757; Feb. 6, 1942, c. 
41, 56 Stat. 50 ; Oct. 21, 1942, 4:30 p. m., E. W. T., c. 619, Title I, § 155 
(a-f), 56 Stat. 849-851; July 31, 1945, c. 340, § 7 , 69 Stat. 525. 


Historical Note 


Ref«reiiic«i Im Tort. Date of eii<xCtinent 
of Bevenue Act of 1942, referred to in 
BTibsecs (b) and (f) (3), was Oct, 21, 
1942, 4:30 p. m., H.W.T. 

Date of enactment of this Act, referred 
to in subsec. (j), meaning the Tax Ad- 
justment Act of 1945, was July 31, 1945. 

Section 781(b), referred to in subsec. 
(k), was repealed by Act Nov, 8, 1945, c. 
453, Title I, | 122(a), 69 Stat. 568. 

1945 Amendment. Subsecs. (j) and (k) 
added by Act July 31, 1945. 

1942 Ansondment. Subsecs. (a, b>, (d) 
(3), (e), (f) (1, 3) amended and subsecs. 
(d) (6) and (1) added by Act Oct. 21, 
1942 . 


Former subsec. (i), which related to 
protection of the United States with ref- 
erence to use and disposition of emer- 
gency facilities, repealed by Joint Ees. 
Feb. 6, 1942. 

1941 Amendments. Subsecs. (f) (1, 8) 
and (i) amended by Joint Bes. Oct. 30, 
1941, §§ 1-3, respectively, and Joint Ees. 
Jan. 31, 1941, §§ 1-3, respectively. 

Chansre of Nam«. The Department of 
War was designated the Department of 
the Array and the title of the Secretary 
of War was changed to Secretary of 
the Army by Act July 26, 1947, c. 343, 
Title II, S 205(a), 61 Stat. 501. 
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lEffectiTe Date of Aifiactndmeiit. 

Act Oct 21, 1942, amending snbsecs. (a, 
b), (d) (3, 6), (e), (f) (1, 3), and (i) of this 
section was made effective as of Oct. 8, 
1040, by section 155(i) thereof. 

Effectix'e Date of 1941 Ax]iezLdin.en.t. 
Section 4 of Joint Ees. Jan. 31, 1941, 
provided as follows: “The amendments 
made by this joint resolution to section 
124 of the Internal Revenue Code [1939] 
shall be applicable as if they were a part 
of such section on the date of the enact- 
ment of the Second Revenue Act of 1940 
(Oct. 8. 1940, U p. m., E.S.T.).^* Repeat- 
ed in section 4 of Joint Res. Oct. 30, 
1941. 

Short Title. Section 1 of Act July 31, 
1945, provided: “That this Act [sections 
124, 141, 276, 292, 294, 322, 710, 729, 780, 
781, 783, 784, 3771, 3777, 3779-3781 of I.R.C. 
1939] may be cited as the ‘Tax Adjust- 
ment Act of 1945’.'’ 

Overpayments. Section 155(j) of Act 
Oct. 21, 1942, provided as follows: 

“(j) Where a tax paid under Chapter 
1, Chapter 2B, or [former] Chapter 2B of 
the Internal Revenue CJode [1939] is in 
excess of the tax which would have been 
paid had section 124 of the Internal Rev- 
enue Code, as previously amended, been 
enacted on October 8, 1940, to read as 
amended by this section, then credit or 
refund of such excess may be made with- 
out interest, in accordance with the pro- 
visions of law applicable in the case of 
erroneous or illegal assessment or col- 
lection or overpayment of the tax.” 

Amortization Deductions on Facilities 
Used in World War I. See Acts Feb. 24, 
1919, c. 18, § 234 (a) (8), 40 Stat. 1078; 
Nov. 23, 1921, c. 136, § 234 (a) (8), 42 Stat. 
255. 

Treaty Obligations. Section 109 of Act 
Oct. 21, 1942, provided as follows : “No 
amendment made by this title [sections 
101-172, 181-186 of 1942 Act] shall apply 
in any case where its application would 


be contrary to any treaty obligation of 
the United States,” 

Ex.Ord.No.9486. Ex.Ord.No 9488, Oct 
2, 1944, 9 F.R. 11987, provided for the 
transfer of functions with respect to non- 
necessity certificates from the Secretaries- 
of War and Navy to War Production 
Board Chairman. See lfe:.Ord.No.l02(X>, 
set out as a note under section 2153 of 
Appendix to Title 50, War and National 
Defense. 

Ex.Ord.No.»487. Ex.Ord.No 9487, Oct. 
2, 1944, 9 F.R. 11987, as corrected Ex Ord. 
No 9487, Oct. 13, 1944, 9 F.R. 12403, and 
amended Ex.Ord No 9676, Jan. 15, 1946, 11 
F.R. 627, prescribed regulations govern- 
ing issuance of non-necessity certificates- 
under this section and setting forth Feb. 
15, 1946 as a terminal date for filing ap- 
plication for such certificates. See Ex. 
Ord.No.l0200, set out as a note under 
section 2153 of Appendix to Title 50, War 
and National Defense. 

Ex.Ord.No.9490. Ex Ord.No 9490, Oct. 
21, 1944, 9 FR. 12707, provided for the- 
transfer of functions of the Secretaries of 
War and Navy under this section to the 
chairman of the War Production Board. 
See Ex.Ord.No,10200, set out as a note 
under section 2153 of Appendix to Title- 
60, War and National Defense. 

Ex.Ord.No.9491. Ex.Ord.No.9491, Oct. 
21, 194^1, 9 F.R. 12707, as amended by Ex. 
Ord No 9802, Nov. 13, 1946, 11 F.R. 13457, 
prescribed regulations concerning the is- 
suance of payment certificates under this 
section and setting forth Dec. 31, 1946 as a 
terminal date for filing application for 
such certificates. See Ex Ord No.l0200, 
set out as a note under section 2153 of 
Appendix to Title 50, War and National’ 
Defense. 

Text of Amendatory Revenue Acts. 
Complete original text of Revenue Acts 
amending this section, 1939 to date, see- 
volumes “Title 26 — Internal Revenue 
Acts”. 


§ 124A. Amortization deduction 

(a) General rule. Every person, at his election, shall he entitled to m 
deduction with respect to the amortization of the adjusted basis (for 
determining gain) of any emergency facility (as defined in subsection 
(d) ), based on a period of sixty months. Such amortization deduction 
shall be an amount, with respect to each month of such period within the 
taxable year, equal to the adjusted basis of the facility at the end of 
such month divided by the number of months (including the month for 
which the deduction is computed) remaining in the period. Such ad- 
justed basis at the end of the month shall be computed without regard 
to the amortization deduction for such month. The amortization deduc- 
tion above provided with respect to any month shall, except to the extent 
provided in subsection (f) of this section, be in lieu of the deduction with 
respect to such facility for such month provided by section 23 (Z), relating 
to exhaustion, wear and tear, and obsolescence. The sixty-month period 
shall begin as to any emergency facility, at the election of the taxpayer, 
with the month following the month in which the facility was completed 
or acquired, or with the succeeding taxable year, 
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(b) Election of amortization. The election of the taxpayer to take the 
amortization deduction and to begin the sixty-month period with the 
month following the month in which the facility was completed or ac- 
Quired, or with the taxable year succeeding the taxable year in which such 
facility was completed or acquired, shall be made by filing with the 
Secretary, in such manner, in such form, and within such time, as the 
Secretary may by regulations prescribe, a statement of such election. 

(c) Termination of amortization deduction. A taxpayer which has 
elected under subsection (b) to take the amortization deduction provided 
in subsection (a) may, at any time after making such election, discontinue 
the amortization deductions with respect to the remainder of the amorti- 
zation period, such discontinuance to begin as of the beginning of any 
month specified by the taxpayer in a notice in writing filed with the 
Secretary before the beginning of such month. The deduction provided 
under section 23(2) shall be allowed, beginning with the first month as 
to which the amortization deduction is not applicable, and the taxpayer 
shall not be entitled to any further amortization deductions with respect 
to such emergency facility. 

(d) Definitions. 

<1) Emergency facility. As used in this section, the term "emergency 
facility” means any facility, land, building, machinery, or equipment, or 
any part thereof, the construction, reconstruction, erection, installation, 
or acquisition of which was completed after December 31, 1949, and with 
respect to which a certificate under subsection (e) has been made. In 
no event shall an amortization deduction be allowed in respect of any 
emergency facility for any taxable year unless a certificate in respect 
thereof under this paragraph shall have been made prior to the filing of 
the taxpayer's return for such taxable year, or, in the case of an emergency 
facility completed or acquired by a taxpayer after December 31, 1949, and 
before the date of enactment of the Revenue Act of 1950, unless a certifi- 
cate in respect thereof under this paragraph shall have been made prior to 
the expiration of twelve months after the date of enactment of the Reve- 
nue Act of 1950. 

(2) Emergency period. As used in this section, the term "emergency 
period” means the period beginning January 1, 1950, and ending on the 
date on which the President proclaims that the utilization of a substantial 
portion of the emergency facilities with respect to which certifications 
under subsection (e) have bei made is no longer required in the interest 
-of national defense. 

(e) Detennination of adjusted basis of emergency facility. In deter- 
mining, for the purposes of subsection (a) or subsection (g), the adjusted 
basis of an emergency facility — 

(1) There shall be included only so much of the amount of the ad- 
justed basis of such facility (computed without regard to this section) as 
is properly attributable to such construction, reconstruction, erection, in- 
stallation, or acquisition after December 31, 1949, as the certifying au- 
thority, designated by the President by Executive order, has certified as 
necessary in the interest of national defense during the emergency period, 
and only such portion of such amount as such authority has certified as 
attributable to defense purposes. Such certification shall be under such 
regulations as may be prescribed from time to time by such certifying 
authority with the approval of the President. An application for a certifi- 
cate must be filed at such time and in such manner as may be prescribed 
by such certifying authority under such regulations but in no event shall 
such certificate have any effect unless an application therefor is filed before 
the expiration of six months after the beginning of such construction, re- 
construction, erecjtion, or installation or the date of such acquisition, or 
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before the expiration of six months after the date of enactment of the 
ReTenue Act of 1950, whichever is later. 

(2) After the completion or acquisition of any emergency facility with 
respect to which a certificate under paragraph (1) has been made, any 
expenditure (attributable to such facility and to the period after such 
completion or acquisition) which does not represent construction, recon- 
struction, erection, installation, or acquisition included in such certificate, 
but with respect to which a separate certificate is made under paragraph 
(1), shall not be applied in adjustment of the basis of such facility but 
a separate basis shall be computed therefor pursuant to paragraph (1) as 
if it were a new and separate emergency facility. 

(f) Depreciation deduction. If the adjusted basis of the emergency 
facility (computed without regard to this section) is in excess of the 
adjusted basis computed under subsection (e), the deduction provided by 
section 23 (i) shall, despite the provisions of subsection (a) of this section, 
be allowed with respect to such emergency facility as if its adjusted basis 
for the purpose of such deduction were an amount equal to the amount 
of such excess. 

(g) Payment by United States of unamortized cost of facility. If an 
amount is properly includible in the gross income of the taxpayer on 
account of a payment with respect to an emergency facility and such pay- 
ment is certified as provided in paragraph (1), then, at the election of the 
taxpayer in its return for the taxable year in which such amount is so 
includible — 

(1) The amortization deduction for the month in which such amount 
is so includible shall (in lieu of the amount of the deduction for such 
month computed under subsection (a) ) be equal to the amount so in- 
cludible but not in excess of the adjusted basis of the emergency facility as 
of the end of such month (computed without regard to any amortization 
deduction for such month). Payments referred to in this paragraph shall 
be payments the amounts of which are certified, under such regulations 
as the President may prescribe, by the certifying authority designated 
by the President as compensation to the taxpayer for the unamortized 
cost of the emergency facility made because — 

(A) a contract with the United States involving the use of the facility 
has been terminated by Its terms or by cancellation, or 

(B) the taxpayer had reasonable ground (either from provisions of a 
contract with the United States involving the use of the facility, or from 
w'ritten or oral representations made under authority of the United States) 
for anticipating future contracts involving the use of the facility, which 
future contracts have not been made. 

(2) III case the taxpayer is not entitled to any amortization deduction 
with respect to the emergency facility, the deduction allowable under 
section 23(0 account of the month in which such amount is so 
includible shall be increased by such amount, but such deduction on ac- 
count of such month shall not be in excess of the adjusted basis of the 
emergency facility as of the end of such month (computed without regard 
to any amount allowable, on account of such month, under section 23(0 
or this paragraph). 

(h) Life tenant and remainderman. In the case of property held by 
one person for life with remainder to another person, the deduction shall 
be computed as if the life tenant were the absolute owner of the property 
and shall be allowable to the life tenant. 

(i) Cross reference. For special rule with respect to gain derived from 
the sale or exchange of property the adjusted basis of which is deter- 
mined with regard to this section, see section 117 (g) (3). Added Sept. 
23, 1950, 3:15 p. m., B.D.T.. c. 994, Title 11, § 216(a), 64 Stat. 939. 

1 So in original. Probably should read “been”. 
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Historical Tfoto 


Keferences in Text* Date of enactment 
of Revenue Act of 1950, referred to in 
subsecs, (d) (1) and (e) (1) was Sept. 
23, 1950 

Effective Date. Section 216(d) of Act 
Sept. 23, 1950, provided that this section 
and amendments of sections 23(t) and IIT 
(g) (2), (3) should be applicable with 
respect to taxable years ending after 
Dec. 31, 1949. 

Certifying Authority. The Director of 
the OJBce of Defense Mobilization was 
designated as the certifying authority 
for purposes of subsecs (e) and (g) by 
Ex Ord.No.l0460, Aug. 18, 1953, 18 P.R. 
4939, set out as a note under section 
2153 of Title 60, Appendix, War and Na- 
tional Defense. 


Treaty Obligations. Section 214 of Act 
Sept. 23, 1950, provided that: “No amend- 
ment made by this Act [Act Sept. 23, 
1950] shall apply in any case where its 
application would be contrary to any 
treaty obligation of the United States.” 

Ex.Ord.No.l0172. Bx.Ord.No 10172, Oct. 
10, 1950, 15 F.R. 6929, relating to designa- 
tion of certifying authority regarding 
emergency facilities was revoked bv Ex. 
Ord.No 10200, Jan. 3, 1951, 16 F.R. 61, set 
out as a note under section 2153 of Ap- 
pendix to Title 50, War and National De- 
fense. 

liegiaiative History: For legislative 
history and purpose of Act Sept. 23. 
1950, see 1950 U.S.Code Cong.Service, p. 
3053. 


§ 124B. Amortization for grain storage facilities 

(a) Allowance of deduction. 

(1) Original owner. Any person who constructs, reconstructs, or 
erects a grain storage facility (as defined in subsection (d)) shall, at his 
election, be entitled to a deduction with respect to the amortization of the 
adjusted basis (for determining gain) of such facility based on a period 
of sixty months. The sixty-month period shall begin as to any such fa- 
cility, at the election of the taxpayer, with the month following the month 
in which the facility was completed, or with the succeeding taxable year. 

(2) Subsequent owners. Any person who acquires a grain storage fa- 
cility from a taxpayer who — 

(A) elected under subsection (b) to take the amortization deduction 
provided by this subsection with respect to such facility, and 

(B) did not discontinue the amortization deduction pursuant to subsec- 
tion (c). 

shall, at his election, be entitled to a deduction with respect to the ad- 
justed basis (determined under subsection (e) (2)) of such facility based 
on the period, if any, remaining (at the time of acquisition) in the sixty- 
month period elected under subsection (b) by the person who constructed, 
reconstructed, or erected such facility. 

(3) Amount of deduction. The amortization deduction provided in 
paragraphs (1) and (2) shall be an amount, with respect to each month 
of the amortization period within the taxable year, equal to the adjusted 
basis of the facility at the end of such month, divided by the number of 
months (including the month for which the deduction is computed) re- 
maining in the period. Such adjusted basis at the end of the month shall 
be computed without regard to the amortization deduction for such 
month. The amortization deduction above provided with respect to any 
month shall be in lieu of the deduction with respect to such facility for 
such month provided by section 23 (Z) (relating to exhaustion, wear and 
tear, and obsolescence), 

(b) Election of amortization. The election of the taxpayer under sub- 
section (a) (1) to take the amortization deduction and to begin the sixty- 
month period with the month following the month in which the facility 
was completed shall be made only by a statement to that effect in the re- 
turn for the taxable year in which the facility was completed. The elec- 
tion of the taxpayer under subsection (a) (1) to take the amortization 
deduction and to begin such period with the taxable year succeeding such 
year shall be made only by a statement to that effect In the return for 
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STicli succeeding taxable year. The election of the taxpayer under sub- 
section (a) (2) to take the amortization deduction shall be made only 
by a statement to that effect in the return for the taxable year in which 
the facility was acauired. Notwithstanding the preceding three sen- 
tences, the election of the taxpayer under subsection (a) (1) or (2) may 
be made, under such regulations as the Secretary may prescribe, before 
the time prescribed in the applicable sentence. 

(c) Termination of amortization deduction. A taxpayer which has 
elected under subsection (b) to take the amortization deduction provided 
in subsection (a) may, at any time after making such election, discon- 
tinue the amortization deduction with respect to the remainder of the 
amortization period, such discontinuance to begin as of the beginning 
of any month specified by the taxpayer in a notice in writing filed with 
the Secretary before the beginning of such month. The deduction provid- 
ed under section 2 3 (1) shall be allowed, beginning with the first month 
as to which the amortization deduction is not applicable, and the taxpayer 
shall not be entitled to any further amortization deduction with respect 
to such facility. 

(d) Definition of grain storage facility. For the purposes of this sec- 
tion, the term ‘'grain storage facility"’ means — 

(1) any corn crib, grain bin, or grain elevator, or any similar structure 
suitable primarily for the storage of grain, which crib, bin, elevator, or 
structure is intended by the taxpayer at the time of his election to be used 
for the storage of grain produced by him (or, if the election is made by 
a partnership, produced by the members thereof) ; and 

(2) any public grain warehouse permanently equipped for receiving, 
elevating, conditioning, and loading out grain, 

the construction, reconstruction, or erection of which was completed after 
December 31, 1952, and on or before December 31, 1956. If any struc- 
ture described in clause (1) or (2) of the preceding sentence is altered 
or remodeled so as to increase its capacity for the storage of grain, or if 
any structure is converted, through alteration or remodeling, into a struc- 
ture so described, and if such alteration or remodeling was completed aft- 
er December 31, 1952, and on or before December 81, 1956, such altera- 
tion or remodeling shall be treated as the construction of a grain storage 
facility. The term “grain storage facility” shall include only property 
of a character which is subject to the allowance for depreciation provided 
in section 23 (1). The term “grain storage facility” shall not include any 
facility any part of which is an emergency facility within the meaning of 
section 124A. 

(e) Determination of adjusted basis. 

(1) Original owners. For the purpose of subsection (a) (1) — 

(A) in determining the adjusted basis of any grain storage facility, the 
construction, reconstruction, or erection of which was begun before Jan- 
uary 1, 1953, there shall be included only so much of the amount of the 
adjusted basis (computed without regard to this subsection) as is proper- 
ly attributable to such construction, reconstruction, or erection after De- 
cember 31, 1952, and 

(B) in determining the adjusted basis of any facility which is a grain 
storage facility within the meaning of the second sentence of subsection 
(d), there shall be included only so much of the amount otherwise includ- 
ed in such basis as is properly attributable to the alteration or remodeling. 
If any existing grain storage facility as defined in the first sentence of sub- 
section (d) is altered or remodeled as provided in the second sentence of 
subsection (d), the expenditures for such remodeling or alteration shall 
not he applied In adjustment of the basis of such existing facility but a 
separate basis shall be computed in respect of such facility as if the part 
altered or remodeled were a new and separate grain storage facility. 
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(Z) Subsequent owners. For tbe purpose of subsection (a) (2), tb® 
adjusted basis of any gram storage facility shall be whichever of the fol- 
lowing amounts is the smaller: (A) The basis (unadjusted) of such facil- 
ity for the purposes of this section in the hands of the transferor, donor, 
or grantor, adjusted as if such facility in the hands of the taxpayer had 
a substitute basis within the meaning of section 113 (b) (2) (A), or 
(B) so much of the adjusted basis (for determining gain) of the facility 
in the hands of the taxpayer (as computed without regard to this subsec- 
tion) as is properly attributable to construction, reconstruction, or erec- 
tion after December 31, 1952. 

(f) Depreciation deduction. If the adjusted basis of the grain stor- 
age facility (computed without regard to subsection (e)) exceeds the ad- 
justed basis computed under subsection (e), the deduction provided by 
section 23 (1) shall, despite the provisions of subsection (a) (3) of this 
section, he allowed with respect to such grain storage facility as if the 
adjusted basis for the purpose of such deduction were an amount equal to 
the amount of such excess. 

(g) Lite tenant and remainderman. In the case of property held by 
one person for life with remainder to another person, the amortization de- 
duction provided in subsection (a) shall be computed as if the life tenant 
were the absolute owner of the property and shall be allowed to the life 
tenant. Added Aug. 15, 1953, c. 512, Title II, § 206(a), 67 Stat. 620. 

Historical Note 

Effectlvo Bat©. Section 206(c) of Act and 3801 of I.R.C.1939 provided by sec- 
Aug. 15, 1953 provided in part that this tion 1(a) of Act Aug. 15, 1953 that they 
section should apply only with respect should be known as the “Technical 
to taxable years ending after Aug. 15, Changes Act of 1953.*' 

I^egislative History: For legislative 

Short Title. Congress in enacting this history and purpose of Act Aug 15, 
section and amendments to sections 23, 1953, see 1953 U S Code Cong, and Adm. 

24, 112, 113, 116, 122, 127, 154, 172, 190, News, p. 2423. 

201, 203A, 311, 376, 433, 811, 939, 1621 

§ 125. Amortizable bond premimn 

(a) General rule. In the case of any bond, as defined in subsection 
(d), the following rules shall apply to the amortizable bond premium (de- 
termined under subsection (b)) on the bond for any taxable year be- 
ginning after December 31, 1941: 

(1) Interest wholly or partially taxable. In the case of a bond 
(other than a bond the interest on which is excludible from gross 
income), the amount of the amortizable bond premium for the tax- 
able year shall be allowed as a deduction. 

(2) Interest wholly tax-exempt. In the case of any bond the 
interest on which is excludible from gross income, no deduction shall 
be allowed for the amortizable bond premium for the taxable year. 

(3) Adjustment of credit in case of interest partially tax-exempt. 
In the case of any bond the interest on which is allowable as a 
credit against net income, the credit provided in section 25(a) (1) 
or (2), or section 26(a), as the case may be, shall be reduced by the 
amount of the amortizable bond premium for the taxable year. 

(For adjustment to basis on account of amortizable bond premium, 
see section 113(b) (1) (H).) 

(b) Amortizable bond premium. 

(1) Amount of bond premium. For the purposes of paragraph 
(2), the amount of bond premium, in the case of the holder of any 
bond, shall be determined with reference to the amount of the basis 
(for determining loss on sale or exchange) of such bond, and with 
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reference to tlie amount payable on maturity or on earlier call date, 
with adjustments proper to reflect unamortized bond premium with 
respect to the bond, for the period prior to the date as of which sub- 
section (a) becomes applicable with respect to the taxpayer with 
respect to such bond. In no case shall the amount of bond premium 
on a convertible bond include any amount attributable to the con- 
version features of the bond. 

(S) Amount amortizable. The amortizable bond premium of the 
taxable year shall be the amount of the bond premium attributable 
to such year. 

(3) Method of determination. The determinations required under 
paragraphs (1) and (2) shall be made — 

(A) in accordance with the method of amortizing bond 
premium regularly employed by the holder of the bond, if such 
method is reasonable; 

CB) in all other cases, in accordance with regulations pre- 
scribing reasonable methods of amortizing bond premium, pre- 
scribed by the Commissioner with the approval of the Secretary. 
<c) Election on taxable and partially taxable bonds. 

(1) Eligibility to elect and bonds with respect to which election 
permitted. This section shall apply with respect to the following 
classes of taxpayers with respect to the following classes of bonds 
only if the taxpayer has elected to have this section apply. 

(A) Partially tax-exempt. In the case of a taxpayer other 
than a corporation, bonds with respect to the interest on which 
the credit provided in section 25(a) (1) or (2) is allowable; 
and 

(B) Wholly taxable. In the case of any taxpayer, bonds the 
interest on which is not excludible from gross income but with 
respect to which the credit provided in section 25(a) (1) or (2), 
or section 26(a), as the case may be, is not allowable. 

(2) Manner and effect of election. The election authorized under 
this subsection shall be made in accordance with such regulations 
as the Commissioner with the approval of the Secretary shall pre- 
scribe. If such election is made with respect to any bond (described 
in paragraph (1)) of the taxpayer, it shall also apply to all such 
bonds held by the taxpayer at the beginning of the first taxable year 
to which the election applies and to all such bonds thereafter acquired 
by him and shall be binding for all subsequent taxable years with 
respect to all such bonds of the taxpayer, unless, upon application by 
the taxpayer, the Commissioner permits him, subject to such condi- 
tions as the Commissioner deems necessary, to revoke such election. 
The election authorized under this subsection in the case of a mem- 
ber of a partnership shall be exercisable with respect to bonds of the 
partnership only by the partnership. In the case of bonds held by a 
common trust fund, as defined In section 169, or by a foreign per- 
sonal holding company, as defined in section 331, the election au- 
thorized under this subsection shall be exercisable with respect to 
such bonds only by the common trust fund or foreign personal hold- 
ing company. 

(d) Definition of bond. As used in this section, the term “bond" means 
any bond, debenture, note, or certificate or other evidence of indebtedness, 
issued by any corporation and bearing interest (including any like obliga- 
tion issued by a government or political subdivision thereof), with interest 
coupons or in registered form, but does not Include any such obligation 
which constitutes stock in trade of the taxpayer or any such obligation 
of a kind which would properly be included in the Inventory of the tax- 
payer if on hand at the close of the taxable year, or any such obligation 
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held by the taxpayer primarily for sale to customers in the ordinary course 
of his trade or business. 

(e) Dealers in tax-exempt securities. For special rules applicable, in 
the case of dealers in securities, with respect to premium attributable to 
certain wholly tax-exempt securities, see section 22 (o). Added Oct. 21, 
1942, 4:30 p. m., E. W. T., c. 619, Title I, § 126(b), 56 Stat. 822, amended 
Sept. 23, 1950, 3:15 p. m., E. D. T., c. 994, Title II, §§ 203(b) (2), 217 
(a), 64 Stat. 928, 941. 


Historical Note 


1950 Amendiment. Sub sec. (b) (1) 

amended by Act Sept. 23, 1950, § 217(a), 
-which added last sentence. 

Subsec. (e) added by Act Sept. 23, 1950, 
I 203(b) (2). 

Effective Date ol 1930 Ameoidments. 
Section 217(b) of Act Sept. 23, 1950, pro- 
vided that the amendment of subsec (b) 
(1) should be applicable with respect to 
taxable years beginning after June 15, 
1950, and should also apply, in the case 
of a taxable year beginning on or be- 
fore June 15, 1950, with respect to bonds 
acquired after such date. 

Amendment of subsec. (e) by Act Sept. 
23, 1950, as applicable to taxable years 
ending after June 30, 1950, see note set 
out under section 22 of I.II.C1939. 

Effective Date of 1942 Amendiment. 
Section 101 of Act Oct 21, 1942, made 


section applicable to taxable years be- 
ginning after Dec 31, 1941 

Treaty Obligrations. Section 214 of Act 
Sept. 23, 1950, provided that: “No amend- 
ment made by this Act [Act Sept. 23, 
19503 shall apply in any case where its 
application would be contrary to any 
treaty obligation of the United States ” 

Similar provisions were contained in the 
following Act: 

1942— Oct. 21. 1942. 4:30 p. m, B.'W'.T , 
c. 619. Title I, § 109, 66 Stat. 808. 

Text of Amendatory Bevenne Acts. 
Comjilete original text of Revenue Acts 
amending this section, 1939 to date, see 
volumes “Title 26 — ^Internal Revenue 
Acts’*. 

legislative History: For legislative 
history and purpose of Act Sept. 23, 1950, 
see 1950 U.S.Code Cong.Service, p. 3053. 


§ 126. Income in respect of decedlents 
(a) Inclusion in gross income. 

(1) General rule. The amount of all Items of gross Income In 
respect of a decedent which are not properly includible in respect 
of the taxable period in which falls the date of his death or a prior 
period shall be included In the gross Income, for the taxable year 
when receired, of: 

(A) the estate of the decedent, if the right to receive the 
amount is acquired by the decedent's estate from the decedent; 

(B) the person who, by reason of the death of the decedent, 
acquires the right to receive the amount, if the right to receive 
the amount is not acquired by the decedent's estate from the 
decedent; or 

(C) the person who acquires from the decedent the right 
to receive the amount by bequest, devise, or inheritance, if the 
amount is received after a distribution by the decedent's estate 
of such right. 

(2) Income in case of sale, etc. If a right, described in paragraph 
(1), to receive an amount is transferred by the estate of the decedent 
or a person who receives such right by reason of the death of the 
decedent or by bequest, devise, or Inheritance from the decedent, 
there shall be included in the gross income of the estate or such 
person, as the case may be, for the taxable period in which the trans- 
fer occurs, the fair market value of such right at the time of such 
transfer plus the amount by which any consideration for the transfer 
exceeds such fair market value. For the purposes of this paragraph, 
the term ‘‘transfer" includes sale, exchange, or other disposition, but 
does not include a transfer to a person pursuant to the right of such 
person to receive such amount by reason of the death of the decedent 
or by bequest, devise, or inheritance from the decedeutt 
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(S) Clmracter of income determined hy reference to decedents 
Tlie right, described in paragraph (1), to receive an amount shall 
be treated, in the hands of the estate of the decedent or any person 
who acquired such right by reason of the death of the decedent, or 
by bequest, devise, or inheritance from the decedent, as if it had been 
acquired by the estate or such person in the transaction by which the 
decedent acquired such right; and the amount includible in gross 
income under paragraph (1) or (2) shall be considered in the hands 
of the estate or such person to have the character which it would 
have had in the hands of the decedent if the decedent had lived and re- 
ceived such amount. 

(b) Allowance of deductions and credit. The amount of any deduction 
specified in section 23(a), (b), (c), or (m) (relating to deductions for 
expenses, interest, taxes, and depletion) or credit specified in section 31 
(foreign tax credit), in respect of a decedent which is not properly al- 
lowable to the decedent in respect of the taxable period in which falls 
the date of his death, or a prior period, shall be allowed: 

(1) Expenses, interest, and taxes. In the case of a deduction 
specified in section 23(a), (b), or (c) and a credit specified in sec- 
tion 31, in the taxable year when paid, — 

(A) to the estate of the decedent; except that 

(B) if the estate of the decedent is not liable to discharge 
the obligation to whiC5h the deduction or credit relates, to the 
person who, by reason of the death of the decedent or by be- 
quest, devise, or inheritance acquires, subject to such obligation, 
from the decedent an interest in property of the decedent. 

(2) Depletion. In the case of the deduction specified in section 
23 (m), to the person described in subsection (a) (1) (A), (B), or 

(C) who, in the manner described therein, receives the income to 
which the deduction relates, in the taxable year when such income 
is received. 

(c) Deduction for estate tax. 

(1) Allowance of deduction. A person who includes an amount 
in gross income under subsection (a) shall be allowed, for the same 
taxable year, as a deduction an amount which bears the same ratio 
to the estate tax attributable to the net value for estate tax purposes 
of all the items described in subsection (a) (1) as the value for es- 
tate tax purposes of the items of gross income or portions thereof in 
respect of which such person included the amount in gross income (or 
the amount included m gross income, whichever is lower) bears 
to the value for estate tax purposes of all the items described in 
subsection (a) (1). 

(2) Method of computing deduction. For the purposes of para- 
graph ( 1 ) : 

(A) The term "‘estate tax’* means the tax imposed upon the 
estate of the decedent under section 810 or 8 60, reduced by the 
credits against such tax, plus the tax imposed upon the estate 
of the decedent under section 935, reduced hy the credits against 
such tax. 

(B) The net value for estate tax purposes of all the items 
described in subsection (a) (1) shall be the excess of the value 
for estate tax purposes of all the items described in subsection 
(a) (1) over the deductions from the gross estate in respect 
of claims which represent the deductions and credit described 
in subsection (b). 

(C) The estate tax attributable to such net value shall be an 
amount equal to the excess of the estate tax over the estate tax 
computed without including in the gross estate such net value. 
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Added Oct. 21, 1942, 4:30 p. m., B. W. T.. c. 619, Title I, § 134 
(e), 56 Stat. 831. 


Historical Note 


Effective Date. Section 134(f) of Act 
Oct. 21, 1942, made section applicable to 
taxable years ending after Dec. SI, 1942. 

Computation of Taxes between 1933 
and 1943. Section 134(g) of Act Oct. 21, 

1942, provided as follows: “In case the 
taxable period in which falls the date 
of the death of the decedent began after 
December 31, 1933, and before January 1, 

1943, the tax for such taxable period 
shall be computed as if provisions cor- 
responding to the provisions of sections 
42(a) and 43 of the Internal Revenue 
Code [1939], as amended by subsections 
(a) and (b) of this section, were a part 
of the Revenue Act of 1034, the Revenue 
Act of 1936, the Revenue Act of 1938, or 
the Internal Revenue Code, whichever is 
applicable to such taxable period. In. 
the case of the estate of such a decedent 
and of each person who acquires by rea- 
son of the death of such decedent or by 
bequest, devise, or inheritance from such 
decedent the right to receive the amount 
of items of gross income of the decedent 
which upon the application of the pre- 
ceding sentence are not properly includi- 
ble in respect of the taxable period in 
which falls the date of the decedent's 
death or a prior period, the tax for each 
taxable period ending on or after the 
date on which the decedent died shall be 
computed by including in gross income 
the amounts with respect to such dece- 
dent which would be includible, and by- 
allowing as deductions and credits the 
amounts with respect to such decedent 
which would be allowable, if provisions 
corresponding to the provisions of the 
section inserted in the Internal Revenue 
Code (section 126) by subsection (e) of 
this section were a part of the law ap- 
plicable to such taxable period. The 
provisions of this subsection shall not be 
applicable unless there are filed with the 
Commissioner (in accordance with regu- 
lations prescribed by the Commissioner 
with the approval of the Secretary, and 
at the time prescribed by such regula- 
tions) signed consents made under oath 
by the fiduciary representing the estate 
and by each such person (or if any such 
person is no longer in existence or is 
under disability, by his legal representa- 
tive) that with respect to such amounts 
the tax of the estate, or the tax of such 
person, as the case may be, shall be 
computed under the provisions of this 
subsection for each taxable period ending 
on or after the date of the death of the 
decedent and the tax of the decedent 
shall be computed under such provisions 
for the taxable period of the decedent 
in which falls the date of his death. If 
such consent is filed after the time for 
the filing of the return with respect to 
any such taxable period, the deficiency 
resulting from thb failure to compute 
the tax for such taxable period In ac- 
cordance with such consent shall be paid 


on the date of the filing of the consent 
with the Commissioner, or on the date 
prescribed for the payment of the tax for 
the taxable period, whichever is later, 
and the period of limitations provided in 
sections 275 and 276 of the Internal Reve- 
nue Code or a corresponding provision 
of a prior revenue law on the mahing of 
assessments and the beginning of dis- 
traint or a proceeding in court for col- 
lection shall with respect to such deficien- 
cy include one year immediately after 
the date the consent was filed, and such 
assessment and collection may be made 
notwithstanding any provision of the in- 
ternal revenue laws or any rule of law 
which would otherwise prevent such as- 
sessment and collection. The period 
within which claim for credit or refund 
may be filed, or credit or refund allowed 
or made if no claim is filed, with respect 
to any overpayment resulting from the 
failure to compute the tax for any such 
taxable period (except the taxable period 
of the decedent in whicTi falls the date 
of his death) in accordance with such 
consent shall include one year immedi- 
ately after the date of the filing of the 
consent, and credit or refund may be al- 
lowed or made notwithstanding any pro- 
vision of the internal revenue laws or 
any rule of law which would otherwise 
prevent such credit or refund, but no 
interest shall be allowed or paid with re- 
spect to any such overpayment. The 
provisions of section 322(b) (2) and (6) 
of the Internal Revenue Code or a cor- 
responding provision of a prior revenue 
law shall not apply to the refund of any 
such overpayment. If the application of 
this subsection to the taxable period of 
the decedent in which falls the date of 
his death results in a deficiency for such 
taxable period, and if the Income tax of 
the decedent for such period was deduct- 
ed in computing the net estate of the de- 
cedent under Chapter 3 of the Internal 
Revenue Code or under a corresponding 
title of a prior revenue law, and if at the 
time such deficiency is assessed credit 
or refund of any resulting overpayment 
in respect of the taxes imposed by such 
Chapter 3 or corresponding title upon 
such net estate is prevented by any pro- 
vision of the internal revenue laws or 
by any rule of law, then the amount of 
such deficiency which is assessed and 
collected shall be reduced by the amount 
of such resulting overpayment under 
such Chapter 3 or corresponding title 
which would be credited or refunded if 
credit or refpnd thereof were not so pre- 
vented. This subsection shall not be 
deemed to change any provision of law 
limiting the allowance of refund or cred- 
it with respect to overpayments for the 
taxable period of the decedent in which 
falls the date of his death, and no Inter- 
est shall be allowed or i^aid with respect 
to any overpayment resulting from the 
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application of tliis subsection to such, 
taxable period. If the application of this 
BQbsection. to the taxable period of the 
decendent [decedent] in which falls the 
date of his death results in an overpay- 
ment for such taxable period, and if such 
overpayment was included as part of the 
income tax of the decedent which was 
deducted in computing the net estate of 
the decedent under Chapter 3 of the In- 
ternal Revenue Code or under a corres- 
ponding title of a prior revenue law, and 
if, at the time such overpayment is cred- 
ited or refunded the assessment and col- 
lection of deficiencies in respect of the 
taxes imposed by such Chapter 3 or cor- 
responding title upon such net estate is 


prevented by any provision of the in- 
ternal revenue laws or by any rule of 
law, then the amount of such overpay- 
ment which is credited or refunded shall 
be reduced by the amount of the result- 
ing deficiencies under such Chapter 3 or 
corresponding title which would be as- 
sessable if the assessment and collection 
thereof were not so prevented.’' 

Treaty Obligations. Section 109 of Act 
Oct. 21, 1942 provided as follows: “No 
amendment made by this title [sections 
101-172, 181-1S6 of 1942 Act] shall apply 
in any case where its application would 
be contrary to any treaty obligation of 
the United States.” 


§ 127. War losses 

(a) Cases in which loss deemed sustained, and time deemed sustained. 
For the purposes of this chapter — 

(1) Property not in enemy countries. Property destroyed or seized 
on or after December 7, 1941, In the course of military or naval opera- 
tions by the United States or any other country engaged in the present 
war shall be deemed to have been destroyed or seized on a date chosen 
by the taxpayer in the manner provided in paragraph (4), which falls 
between — 

(A) the latest date, as established to the satisfaction of the 
Commissioner, on which such property may be considered as not 
destroyed or seized, and 

(B) the earliest date, as established to the satisfaction of the 
Commissioner on which such property may be considered as having 
already been destroyed or seized. 

For the purposes of this paragraph property within an area which comes 
under the control of a country at war with the United States after the 
date war with such country is declared by the United States shall be 
deemed to have been destroyed or seized in the course of military or 
naval operations by such country, and the date specified in subparagraph 
(A) shall not be later than the latest date determined by the Commis- 
sioner as the date on which such area was under the control of the 
United States or a country not at war with the United States, and the 
date specified in subparagraph (B) shall not be later than the earliest 
date determined by the Commissioner as the date on which such area 
may be considered under the control of the country which is at war 
with the United States. 

(2) Property in enemy countries. Property within any country 
at war with the United States, or within an area under the control of 
any such country on the date war with such country was declared by 
the United States, shall be deemed to have been destroyed or seized on 
the date war with such country was declared by the United States. 

(3) Investments referable to destroyed or seized property. Any 
interest in, or with respect to, property described in paragraph (1) or 
(2) (including any interest represented by a security as defined in sec- 
tion 23(g) (3) or section 23 (k) (3)) which becomes worthless shall 
be considered to have been destroyed or seized (and the loss therefrom 
shall be considered a loss from the destruction or seizure) on the date 
chosen by the taxpayer which falls between the dates specified in para- 
graph (1), or on the date prescribed In paragraph (2), as the case may 
be, when the last property (described in the applicable paragraph) to 
which the interest relates would be deemed destroyed or seized under 
the applicable paragraph. This paragraph shall apply only if the in- 
terest would have become worthless if the property had been destroyed. 
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For the purposes of this paragraph, an interest shall be deemed to hay® 
become worthless notwithstanding the fact that such interest has a vain® 
if such value is attributable solely to the possibility of recovery of th® 
property, compensation (other than insurance or similar indemnity) on 
account of its destruction or seizure, or both. Section 23(g) (2) and 
(k) (2) shall not apply to any interest which under this paragraph is 
considered to have been destroyed or seized. Under regulations pre- 
scribed by the Commissioner with the approval of the Secretary, a tax- 
payer which owns 100 per centum (excluding qualifying shares) of each 
class of stock of a corporation may elect to determine the worthlessness 
of its interest, described in this paragraph, in or with respect to the 
property of the corporation, without regard to the amount of the prop- 
erty of such corporation which would be excluded under subsection (e) 
(2) (A) in determining the adjusted basis of all the assets of the cor- 
poration for the purposes of subsection (e), but such amount shall be 
treated under subsection (b) (1) as a recovery by the taxpayer in the 
taxable year with respect to such interest. 

(4) Choice of date. The taxpayer's choice of a date under para- 
graph (1) or (3) shall be effective only if made within such time and 
in such manner as may be prescribed by regulations prescribed by the 
Commissioner with the approval of the Secretary. 

(b) Amount of loss on destroyed or seixed property. In the case of 
any property or interest in or with respect to property deemed to be 
destroyed or seized under subsection (a) — 

(1) The amount of the loss on account of such property or inter- 
est shall be determined with regard to any recoveries with respect 
thereto in the taxable year but without regard to any possibility of 
recovering such property or interest, or of receiving any compensa- 
tion (other than insurance or similar indemnity) on account of such 
property or Interest in the taxable year or in any future taxable 
year. 

(2) The taxpayer may choose to decrease the amount of the loss 
by all obligations or liabilities of the taxpayer with respect to such 
property or interest discharged or satisfied out of the property or 
interest upon its destruction or seizure, if the Commissioner is sat- 
isfied that such obligations or liabilities are so discharged or satis- 
fied in a subsequent taxable year, or that the taxpayer is unable to 
determine whether or not such obligations or liabilities are in fact 
discharged or satisfied. 

No loss shall be deemed to have been sustained upon the destruction 
or seizure of such property or interest to the extent that it is compen- 
sated for by the discharge or satisfaction of obligations and liabilities of 
the taxpayer out of such property or interest in the taxable year in which 
such destruction or seizure is deemed to have occurred. The taxpayer's 
choice under this subsection shall be effective only if made within such 
time and in such manner as may be prescribed by regulations prescribed 
by the Commissioner with the approval of the Secretary. 

(c) Recoveries 

(1) General rule. Upon the recovery in the taxable year of any money 
or property in respect of property considered under subsection (a) as de- 
stroyed or seized in any prior taxable year, the amount of such recovery 
shall be included in gross income to the extent provided in paragraph ( 2 ) , 
unless the provisions of paragraph (3) are applicable to the taxable year 
pursuant to an election made by the taxpayer under the provisions of 
paragraph ( 5 ) . 

(2) Inclusion in gross income 

(A) Amount of Recovery. The amount of the recovery of any money 
®r property in respect of property considered under subsection (a) as de- 
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stroyed or seized in any prior taxable year shall be an amount ea^al to 
the aggregate of such money and the fair market value of such property# 
determined as of the date of the recoTery. 

(B) Amount of Oain Includible. To the extent that the amount of the 
recovery plus the aggregate of the amounts of previous such recoveries do 
not exceed that part of the aggregate of the allowable deductions in prior 
taxable years on account of the destruction or seizure of property de- 
scribed in subsection (a) which did not result in a reduction of any tax of 
the taxpayer under this chapter or chapter 2, such amount shall not be in- 
cludible in gross-income and shall not be deemed gain upon the involun- 
tary conversion of property as a result of its destruction or seizure. To 
the extent that such amount plus the aggregate of the amounts of previous 
such recoveries exceed that part of the aggregate of such deductions, 
which did not result in a reduction of any tax of the taxpayer under this 
chapter or chapter 2 and do not exceed that part of the aggregate of such 
deductions which did result in a reduction of any tax of the taxpayer under 
this chapter or chapter 2, such amount shall be included in gross income 
but shall not be deemed a gain upon the involuntary conversion of prop- 
erty as a result of its destruction or seizure. To the extent that such 
amount plus the aggregate of the amounts of previous such recoveries ex- 
ceed the aggregate of the allowable deductions in prior taxable years on 
account of the destruction or seizure of property described in subsection 
(a), such amount shall be considered a gain upon the involuntary conver- 
sion of property as a result of its destruction or seizure and shall be recog- 
nized or not recognized as provided in section 112 (f). If for any previous 
taxable year the taxpayer chooses under subsection (b) to treat any ob- 
ligations and liabilities as discharged or satisfied out of the property or in- 
terest described in subsection (a), and if such obligations and liabilities 
were not so discharged or satisfied, the amount of such obligations and 
liabilities treated as discharged or satisfied under subsection (b) shall be 
considered for the purposes of this section as a deduction by reason of this 
section which did not result in a reduction of any tax of the taxpayer 
under this chapter or chapter 2. For the purposes of this paragraph an 
allowable deduction for any taxable year on account of the destruction or 
seizure of property described in subsection (a) shall, to the extent not al- 
lowed in computing the tax of the taxpayer for such taxable year, be con- 
sidered an allowable deduction which did not result in a reduction of any 
tax for the taxpayer under this chapter or chapter 2. 

(3) Tax adjustment measured by prior benefits. If the provisions of 
this paragraph are applicable to the taxable year pursuant to an election 
made by the taxpayer under the provisions of paragraph (5) — 

(A) Amount of Recovery. The amount of the recovery in the taxable 
year of any money or property in respect of property considered under 
subsection (a) as destroyed or seized in any prior taxable year shall be an 
amount egual to the aggregate of such money and the fair market value of 
such property, determined as of the date of the recovery. For the pur- 
pose of this paragraph, in the case of the recovery of the same property 
or interest considered under subsection (a) as destroyed or seized, the 
fair market value of such property or interest shall, at the option of the 
taxpayer, be considered an amount equal to the adjusted basis (for deter- 
mining loss) of such property or interest in the hands of the taxpayer on 
the date such property or interest was considered under subsection (a) as 
destroyed or seized. The amount of the recovery determined under this 
subparagraph shall be reduced for the purposes of subparagraphs (B) and 
(0) by the amount of the obligations or liabilities with respect to the 
property considered under subsection (a) as destroyed or seized in respect 
of which the recovery was received, if the taxpayer for any previous tax- 
able year chose under subsection (b) (2) to treat such obligations or Ua- 
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bill ties as discharged or satisfied out of such property, and such obliga- 
tions or liabilities were not so discharged or satisfied prior to the date of 
the recovery. 

(B) Adjusfeoieiit for Prior Tax Benefits. That part of the amount of the 
recovery, in respect of any property considered under subsection (a) as 
destroyed or seized, 'which is not in excess of the allowable deductions in 
prior taxable years on account of such destruction or seizure of the prop- 
erty (the amount of such allowable deductions being first reduced by the 
aggregate amount of any prior recoveries in respect of the same property) 
shall be excluded from gross income for the taxable year of the recovery 
for the purpose of computing the tax under this chapter and chapter 2; 
but there shall be added to, and assessed and collected as a part of, the tax 
under this chapter for the taxable year of the recovery the total increase 
in the tax under this chapter and chapter 2 for all taxable years which 
would result by decreasing, in an amount equal to such part of the recov- 
ery so excluded, such deductions allowable in the prior taxable years with 
respect to the destruction or seizure of the property. Such increase in the 
tax for each such year so resulting shall be computed in accordance with 
regulations prescribed by the Secretary. Such regulations shall give effect 
to previous recoveries of any kind (including recoveries described in sec- 
tion 22(b) (12)) with respect to any prior year, and shall provide for 
the case where there was no tax for the prior year, but shall otherwise 
treat the tax previously determined for any year in accordance with the 
principles set forth in section 3801(d). All credits allowable against the 
tax for any year and all carry-overs and carry-backs affected by so decreas- 
ing the allowable deductions shall be taken into account in computing the 
increase in the tax, except that the computation of the excess profits credit 
under chapter 2E for any taxable year shall not be affected. 

(O) Gain Upon Becovery. The amount of any recovery or part thereof, 
in respect of property considered under subsection (a) as destroyed or 
seized, which is not excluded from gross income under the provisions of 
subparagraph (B) shall be considered for the taxable year of the recovery 
as gain on the involuntary conversion of property as a result of its destruc- 
tion or seizure and shall be recognized or not recognized as provided in 
section 112(f). 

(D) Becoveides Treated as Gross Income for Certain Pmjposes. For 
the purposes of sections 51, 52, and 3801(h) the recovery in the taxable 
year of any money or property in respect of property considered under 
subsection (a) as destroyed or seized in any prior taxable year shall be 
deemed to be an item includible in gross income for the taxable year in 
which the recovery is made. 

(4) Bestoration of value of Investments referable to destroyed or seized 
property. For the purpose of this subsection the restoration in whole or 
in part of the value of any interest described in subsection (a) (3) by 
reason of any recovery of money or property in respect of property to 
which such interest related and which was considered under subsection 
(a) (1) or (2) as destroyed or seized shall be deemed a recovery of prop- 
erty in respect of property considered under subsection (a) as destroyed 
or seized. In applying paragraph (3) of this subsection such restoration 
shall be treated as the recovery of the same interest considered under sub- 
section (a) as destroyed or seized. 

(6) Election by taxpayer for application of paragraph (8). If the tax- 
payer elects to have the provisions of paragraph ( 3 ) applicable to any tax- 
able year in which he recovered any money or property in respect of prop- 
erty considered under subsection (a) as destroyed or seized, the provisions 
of paragraph (3) shall be applicable to all taxable years of the taxpayer 
beginning after December 31, 1941, and such election, once made, shall be 
Irrevocable. The election shall be made In such manner and at such time 
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as tlie Secretary may by regulations prescribe, except tliat no election un- 
der t his paragrapli may be made after December 31, 1953, unless the tax- 
payer recovers money or property (in respect of property considered under 
subsection (a) as destroyed or seized) during a taxable year ending after 
the date of tbe enactment of the Revenue Act of 1951- If pursuant to 
such election the provisions of paragraph (3) are applicable to any tax- 


able year — 

(A) the period of limitations provided in sections 275 and 276 on the 
making of assessments and the beginning of distraint or a proceeding n 
court for collection shall not, with respect to — 

(i) the amount to be added to the tax for such taxable year under the 
provisions of paragraph (3), and 

(ii) any deficiency for such taxable year or for any other taxable year, 
to the extent attributable to the basis of the recovered property being de- 
termined under the provisions of subsection (d) (2), 

expire prior to the expiration of two years following tbe date of the mak- 
ing of such election, and such amount and such deficiency may be assessed 
at any time prior to the expiration of such period notwithstanding any law 
or rule of law which would otherwise prevent such assessment and col- 
lection, and 

(B) in case refund or credit of any overpayment resulting from the ap- 
plication of the provisions of paragraph (3) to such taxable year is pre- 
vented on the date of the making of such election, or within one year from 
such date, by the operation of any law or rule of law (other than 

3761, relating to compromises), refund or credit of such ® 

may, nevertheless, be made or allowed if claim therefor is filed within one 
year from sucb date. 

In tbe case of any taxable year ending before the date of the making by 
the taxpayer of an election under this paragraph, no interest shall be paid 
on any overpayment resulting from the application of the provisions of 
paragraph (3) to such taxable year, and no interest shall be assessed or 
collected with respect to any amount or any deficiency specified in clause 
(A), for any period prior to the expiration of six months following the 
date of the making of such election by the taxpayer. 


(d) Basis of recovered property 

(1) In general. The unadjusted basis of property recovered in respect 
of property considered as destroyed or seized under subsection (a) shall 
be determined under this subsection. Such basis shall be an amount equal 
to the fair market value of such property, determined as of the date of the 
recovery, reduced by an amount equal to the excess of the aggregate of 
such fair market value and the amounts of previous recoveries of money 
or property in respect of property considered under subsection (a) as de- 
stroyed or seized over the aggregate of the allowable deductions in prior 
taxable years on account of the destruction or seizure of property describ- 
ed In subsection (a), and increased by that portion of the amount of the 
recovery which under subsection (c) is treated as a recognized gain from 
the involuntary conversion of property. Upon application of the taxpayer, 
the aggregate of the bases (determined under the preceding sentence) of 
any properties recovered in respect of properties considered under subsec- 
tion (a) as destroyed or seized may be allocated among the properties so 
recovered in such manner as the Secretary may determine under regula- 
tions prescribed by him, and the amounts so allocated to any such proper- 
ty so recovered shall be the unadjusted basis of such property in lieu of 
the unadjusted basis of such property determined under the preceding 


sentence. 

(a) Property recovered in taxable year to which subsection (c) (3) is 
Applicable. In the case of a taxpayer who has made an election under the 
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provisions of subsection (c) (6), tlie basis of property recovered sball 
an amount equal to the value at which such property is included in the 
amount of the recovery under subsection (c) (3) (A) (determined with- 
out regard to the last sentence thereof), reduced by such part of the gain 
under subsection (c) (3) (C) which is not recognized as provided in sec- 
tion 112(f). 

(e) Partial worthlessness of certain investments in destroyed or seized 
property. 

(1) Destruction or seizure of investment. If a taxpayer owns 
not less than 50 per centum of each class of stock of a corporation, 
if such corporation has property described in subsection (a) (1) or 
(2) deemed to be destroyed or seized, the adjusted basis for deter- 
mining loss of which is at least 75 per centum of the adjusted basis 
for determining loss of all such corporation's property, and if such 
corporation completely liquidates (by distributing all the assets 
which it is able to distribute and all its rights to assets which it is 
not able to distribute, including the right to the recovery of the 
property described in subsection (a) (1) and (2)) within one year 
after such property is deemed to be destroyed or seized, or within 
six months after the date of the enactment of the Revenue Act of 
1942,1 whichever is the later, then that part of the loss by the 
taxpayer on such liquidation which would be attributable to the 
destruction or seizure of such property, as established to the satis- 
faction of the Commissioner, shall be treated for the purposes of 
this chapter as a loss by the taxpayer upon the destruction or seizure 
of the part of the stock or other interest of the taxpayer to which 
such loss is allocable. Such part of the stock or other interest of 
the taxpayer shall be treated for the purposes of subsections (b), 
(c), and (d) as property described in subsection (a) (3). 

(2) Application of paragraph (1). For the purposes of para- 
graph (1) — 

(A) In determining the adjusted basis of all the property 
of the corporation, there shall be excluded money in the United 
States, hank deposits, the right to receive money from any 
person not situated in a country at war with the United States 
or in a territory under the control of such a country, and obli- 
gations issued or guaranteed as to principal or interest by the 
United States, except that there shall not be excluded any such 
property which is destroyed or seized as described in subsection 
(a) within or before the taxable period. 

(B) The adjusted basis of property of such corporation 
shall be determined as of the date immediately preceding the 
first date on which any property was destroyed or seized, as 
described In subsection (a), or as of any later date falling 
within or before the taxable period on the basis of which such 
determination will produce a greater amount. 

(f) Determination of tax benefits. The determination as to whether 
and to what extent an allowable deduction on account of the destruction 
or seizure of property described in subsection (a) did or did not result 
in a reduction of any tax of the taxpayer under this chapter shall be 
made In accordance with regulations prescribed by the Commissioner 
with the approval of the Secretary. Added Oct. 21, 1942, 4:30 p. m., 
B. W. T., c. 619, Title I, § 156(a), 56 Stat. 852, amended Oct. 20, 1951, 
2:07 p. m., E. S. T., c. 621, Title III, § 341(a, b), 65 Stat. 511; Aug. 
15, 1963, c. 512, Title I, § 103, 67 Stat. 616. 


201 



§127 INCOME TAX— SUPPLEMENT PROVISIONS 


Historical Not© 


Hefermces in Text, Chapter 2B, re- 
ferred to in subsec. (c) (3) (B), relating: 
to excess profits tax, was repealed as 
follows : sections 741 and 752 by Act 
Oct. 21, 1942, 4:30 p. m., B.W.T., c. 619, 
Title II, §§ 224(b), 228(b), 229(a) (1), 56 
Stat. 920, 925, 931; sections 710-736, 740, 
742-744, 750, 751, 760, 761, and 780-784 by 
Act Nov. 8, 1945, c. 453, Title I, § 122(a), 
59 Stat. 568. 

Date of enactment of Revenue Act of 
1951, referred to in subsec. (c) (5), was 
Oct. 20, 1951. 

Date of the Revenue Act of 1942, re- 
ferred to in subsec. (e) (1), was Oct. 21, 
1942, 4:30 p. m., B W.T. 

1953 Amendment. Subsec. (c) (5) 

amended by Act Aug, 15, 1933, which ex- 
tended from December 31, 1952 to Decem- 
ber 31, 1953 the time for making an elec- 
tion with respect to war loss recoveries. 

1951 Amendment. Sub sec. (c) amended 
by Act Oct. 20, 1951, § 341(a), to provide 
that, at the election of the taxpayer, in 
the case of war loss recoveries the tax 
for the year In which the deduction was 
taken is to be recomputed by reducing 
the deduction by the amount of the re- 
covered property, taken at its depreciat- 
ed cost on the date of the loss or its 
fair market value on the date of recov- 
ery, whichever is lower, and by adding 
the increase, if any, in the tax so result- 
ing to the tax for the year of recovery. 

SubsGC (d) amended by Act Oct. 20, 
1951, § 341(b), which added par. (2). 

Effective Date of 1951 Amendment, 
Amendments of subsecs, (c) and (d) 
made applicable to taxable years begin- 
ning after Dec. 31, 1951, by section 341 
(d) of Act Oct. 20, 1951. 

Effective Date of 1942 Amendtraent. 
Section 156 (b) of Act Oct. 21, 1942, made 
section applicable to taxable years be- 
ginning after Dec. 31, 1940. 

Extension of Time for Claiming Credit 
or Refund With Respect to War Dosses. 
Act June 29, 19 i8, c 726, 62 Stat. 1102, 
as amended Aug. 27, 1949, c. 517, § 2, 68 
Stat. 667, provided: “That if a claim 
for credit or refund under the internal- 


revenue laws relates to an overpayment 
on account of the deductibility by the 
taxpayer of a loss in respect of property 
considered destroyed or seized under sec- 
tion 127(a) of the Internal Revenue Code 
[this section], relating to war losses, for 
a taxable year beginning in 1941 or 1942, 
the three-year period of limitation pre- 
scribed in section 322(b) (1) [section 322 
(b) (1) of I R C19391 of the Internal Rev- 
enue Code shall in no event expire prior 
to December 31, 1950. In the case of such 
a claim filed on or before December 31, 
1^, the amount of the credit or refund 
may exceed the portion o-f the tax paid 
within the period provided in section 
322(b) (2) or (3) [section 322(b) (2) or 
(3) of this title] of the Internal Revenue 
Code, whichever is applicable, to the ex- 
tent of the amount of the overpayment 
attributable to the deductibility of the 
loss described in this section.” 

Similar provisions were contained in 
the following Acts: 

1947— Aug. 4, 1947, c. 481, 61 Stat. 756. 

1946 _july 31, 1946, c. 717. § 2, 60 Stat. 
750. 

1945— Dec. 19, 1945, c. 652, Title II, 69 
Stat. 673. 

ig44_.Dec. 20, 1944, c. 616, § 3, 58 Stat. 
831. 

Treaty Obligations. Section 615 of Act 
Oct- 20, 1951, provided that: “No amend- 
ment made by this Act [Act Oct. 20, 1951] 
shall apply in any case where its appli- 
cation would be contrary to any treaty 
obligation of the United States.” 

Similar provisions were contained In the 
following : 

1942— Oct. 21, 1942, 4:30 p. m., B.W.T., 
c. 619, Title I, § 109, 56 Stat. 808. 

Text of Amendatory Revenue Acts. 
Complete original text of Revenue Acts 
amending this section, 1939 to date, see 
volumes “Title 26— Internal Revenue 
Acts”. 

Degislatlve History : For legislative 
history and purpose of Act Aug. 15, 1953, 
see 1953 U S Code Cong Service, p. 2423. 
See, also, Act Oct. 20, 1951, 1951 U.S.Code 
Cong, and Adm.Newe, p. 1781, 


§ 128. Recovery of unconstitutional federal taxes 

Income (excluding interest) attributable to the recovery during the 
taxable year of a tax imposed by the United States which has been held 
unconstitutional, and in respect of which a deduction was allowed in 
a prior taxable year may be excluded from gross income for the taxable 
year, and the deduction allowed in respect thereof in such prior taxable 
year treated as not having been allowable, if — 

(a) The taxpayer elects in writing (at such time and in such manner 
as may be prescribed by regulations prescribed by the Commissioner with 
the approval of the Secretary) to treat such deduction as not having been 
allowable for such prior taxable year, and 

(b) The taxpayer consents in writing to the assessment, within such 
period as may be agreed upon, of any deficiencies resulting from such 
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treatment, even though the statutory period for the assessment of any 
such deficiency had expired prior to the filing of such consent. Added 
Oct. 21 , 1942, 4:30 p. m„ E. W. T., c. 619, Title I, § 157(a), 56 Stat. 
856. 


Historical Note 


Effective Bate. Section 157(t)i of Act 
Oct. 21, 1942, made section applicable to 
taxable years beginning after Dec. 31, 
1940. 

Treaty Obligrations. Section 109 of Act 
Oct. 21, 1942, provided as follows : “No 


amendment made by this title [sections 
101-172, 181-186 of 1942 Act] shall apply 
in any ease where its application would 
be contrary to any treaty obligation of 
the United States.” 


§ 129. Acquisitions made to evade or avoid income or excess profits 
tax 


(a) DisaDowance of deduction, credit, or allowance. If (1) any per- 
son or persons acquire, on or after October 8, 1940, directly or indirectly, 
control of a corporation, or (2) any corporation acquires, on or after 
October 8, 1940, directly or Indirectly, property of another corporation, 
not controlled, directly or indirectly, immediately prior to such acquisi- 
tion, by such acquiring corporation or its stockholders, the basis of which 
property, in the hands of the acquiring corporation, is determined by 
reference to the basis in the hands of the transferor corporation, and 
the principal purpose for which such acquisition was made is evasion or 
avoidance of Federal income or excess profits tax by securing the benefit 
of a deduction, credit, or other allowance which such person or corpora- 
tion would not otherwise enjoy, then such deduction, credit, or other 
allowance shall not be allowed. For the purposes of clauses (1) and 
( 2 ) , control means the ownership of stock possessing at least 6 0 per 
centum of the total combined voting power of all classes of stock entitled 
to vote or at least 50 per centum of the total value of shares of all class- 
es of stock of the corporation. 

(b) Power of Commissioner to allow deduction, etc., in part. In any 
case to which subsection (a) is applicable the Commissioner is author- 
ized — 


(1) to allow as a deduction, credit, or allowance any part of any 
amount disallowed by such subsection, if he determines that such allow- 
ance will not result in the evasion or avoidance of Federal income and 
excess profits tax for which the acquisition was made; or 

(2) to distribute, apportion, or allocate gross income, and distribute, 
apportion, or allocate the deductions, credits, or allowances the benefit 
of which was sought to be secured, between or among the corporations, 
or properties, or parts thereof, involved, and to allow such deductions, 
credits, or allowances so distributed, apportioned, or allocated, but to 
give effect to such allowance only to such extent as he . determines will 
not result In the evasion or avoidance of Federal Income and excess 
profits tax for which the acquisition was made ; or 

(3) to exercise his powers in part under paragraph (1) and in part 
under paragraph (2). Added Feb, 25, 1944, 12:49 p. m., E. W. T., 
c. 63, Title I. § 128(a). 68 Stat. 47. 


Historical Note 


Effective Bate. Section 128(c) of Act 
Feb. 25, 1944, provided: “The amend- 
ments made by this section [to section 
45, and adding section 129] shall be effect- 
ive with respect to taxable years begin- 
ning after December 31, 1943. The deter- 
mination of the law applicable to prior 
taxable years shall be made as if this 
section had not been enacted and without 
inferences drawn from the fact that the 
amendment made by this section is not 


expressly made applicable to prior taxa- 
ble years.” 

Treaty Obligations. Section 136 of Act 
Feb. 25, 1944, provided as fbllows: “No 
amendment made by this title [sections 
101— 13Z of 1944 Act] shall apply in any 
case wher^ its application would be con- 
trary to any treaty obligation of the 
United States.*" 
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§ 130. Linaitatioii on deductions allowable to individuals in certain 
cases 

(a) Becomputation of net income. If the deductions (other than 
taxes and interest) allowable to an individual (except for the provisions 
of this section) and attributable to a trade or business carried on by 
Mm for five consecutive taxable years have, in each of such years, ex- 
ceeded by more than $50,000 the gross income derived from such trade 
or business, the net income of such individual for each of such years 
shall be recomputed. For the purpose of such recomputation in the case 
of any such taxable year, such deductions shall be allowed only to the 
extent of $50,000 plus the gross income attributable to such trade or 
business, except that the net operating loss deduction, to the extent 
attributable to such trade or business, shall not be allowed. 

(b) Bedetermination of tax. Upon the basis of the net income com- 
puted under the provisions of subsection (a) for each of the five consec- 
utive taxable years specified in such subsection, the tax imposed by this 
chapter shall be redetermined for each such taxable year. If for any 
such taxable year assessment of a deficiency is prevented (except for 
the provisions of sections 3801 and 3807) by the operation of any law 
or rule of law (other than section 3761, relating to compromises) any 
increase in the tax previously determined for such taxable year shall he 
considered a deficiency for the purposes of this section. For the pur- 
poses of this section the term **tax previously determined” shall have 
the meaning assigned to such term by section 3801(d). 

(c) Extension of statute of limitations. Notwithstanding any law 
or rule of law (other than section 3761, relating to compromises), any 
amount determined as a deficiency under subsection (b), or which 
would be so determined if assessment were prevented in the manner de- 
scribed in subsection (b), with respect to any taxable year may be as- 
sessed as if on the date of the expiration of the time prescribed by law 
for the assessment of a deficiency for the fifth taxable year of the five 
consecutive taxable years specified in subsection (a), one year remained 
before the expiration of the period of limitation upon assessment for 
any such taxable year. Added Feb. 25, 1944, 12:49 p. m., E. W. T., c. 
63, Title I, § 129(a), 58 Stat 48. 

Historical Note 

Effoctivo ©ate. Section 129(b) of Act Treaty Obligations. Section 136 of Act 
Feb. 25, 1944, provided as follows: “The Feb. 25, 1944, provided as follows: “No 

amendment made by snbsection (a) [add- amendment made by this title [sections 

Ing this section] shall be applicable to 101-137 of 1944 Act] shall apply in any 

taxable years beginning after December case where its application would be con- 

81, 1939, but shall not affect any tax lia- trary to any treaty obligation of the 

billty for any taxable year beginning United States.” 

prior to Jan. 1, 1944.” 

§ ISOA. Employe© stock options 

<a) Treatment of restricted stock options. If a share of stock Is trans- 
ferred to an individual pursuant to his exercise after 1949 of a restricted 
stock option, and no disposition of such share is made by him within two 
years from the date of the granting of the option nor within six months 
after the transfer of such share to him. — 

(1) no Income shall result at the time of the transfer of such share to 
the individual upon his exercise of the option with respect to such share; 

(2) no deduction under section 23(a) shall be allowable at any time 
to the employer corporation of such individual or its parent or subsid- 
iary corporation with respect to the share so transferred; and 

(3) no amount other than the option price shall be considered as re- 
ceived by either of such corporations for the share so transferred, 
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TMs subsection and subsection (b) shall not apply unless (A) the indi- 
Tidual, at the time he exercises the restricted stock option, is an employee 
of the corporation granting such option or of a parent or subsidiary cor- 
poration of such corporation, or (B) the option is exercised by him ’with- 
in three months after the date he ceases to be an employee of any of such 
corporations. 

(b) Special rule where option price is between 85 percent and 95 per- 
cent of value of stock. If no disposition of a share of stock acquired by 
an individual upon his exercise after 1949 of a restricted stock option is 
made by him within two years from the date of the granting of the op- 
tion nor within six months after the transfer of such share to him, but, 
at the time the restricted stock option was granted, the option price was 
less than 95 per centum of the fair market value at such time of such 
share, then, in the event of any disposition of such share by him, or in 
the event of his death (whenever occurring) while owning such share, 
there shall be included as compensation (and not as gain upon the sale 
or exchange of a capital asset) in Ms gross income, for the taxable year 
in which falls the date of such disposition or for the taxable year closing 
with his death, whichever is applicable, an amount equal to the amount 
(if any) by which the option price is exceeded by the lesser of — 

(1) the fair market value of the share at the time of such disposition 
or death, or 

(2) the fair market value of the share at the time the option was 

granted. 

In the case of the disposition of such share by the individual, the basis 
of the share in his hands at the time of such disposition shall be increased 
by an amount equal to the amount so includible in his gross income. 

(c) Acquisition of new stock. If stock transferred to an individual 
upon his exercise of the option is exchanged by him for stock or securi- 
ties in an exchange within the provisions of section 112(b) (2) or (3), 
or if new stock, as described in section 113(a) (19), Is acquired upon a 
distribution with respect to such stock, the stock or securities acquired in 
such exchange and such new stock shall be considered as ha'ving been 
transferred to him upon his exercise of such option. A similar rule shall 
be applied in the case of a series of such exchanges or acquisitions. 

(d) Definitions. As used in this section — 

(1) Restricted stock option. The term “restricted stock option" means 
an option granted after February 26, 1945, to an IndMdual, for any rea- 
son connected with his employment by a corporation, if granted by the em- 
ployer corporation or its parent or subsidiary corporation, to purchase 
stock of any of such corporations, but only if — 

(A) At the time such option is granted the option price is at least 85 
per centum of the fair market value at such time of the stock subject to 
the option; and 

(B) Such option by its terms la not transferable by such individual 
otherwise than by will or the laws of descent and distrlhution, and is ex- 
orcisable, during his lifetime, only by him; and 

(C) Such individual, at the time the option is granted, does not own 
stock possessing more than 10 per centum of the total combined voting 
power of all classes of stock of the employer corporation or of its parent 
or subsidiary corporation. For the purposes of this subparagraph — 

(i) such individual shall be considered as owning the stock owned, 
directly or indirectly, by or for his brothers and sisters (whether by the 
whole or half blood), spouse, ancestors, and lineal descendants; and 

(ii) stock owned, directly or indirectly, by or for a corporation, part- 
nership, estate, or trust, shall be considered as being owned proportion- 
ately by or for its shareholders, partners, or beneficiaries. 
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(S) Parent corporation* The term "parent corporation" means any cor- 
poration (other than the employer corporation) in an unbroken chain of 
corporations ending: with the employer corporation if, at the time of grant- 
ing of the option, each of the corporations other than the employer cor- 
poration owns stock possessing more than 50 per centum of the total com- 
bined voting power of all classes of stock in one of the other corporations 
in such chain. 

(S) Subsidiary corporation. The term "subsidiary corporation" meana 
any corporation (other than the employer corporation) in an unbroken 
chain of corporations beginning with the employer corporation if, at the 
time of the granting of the option, each of the corporations other than the 
last corporation in the unbroken chain owns stock possessing more than 
50 per centum of the total combined voting power of all classes of stock 
in one of the other corporations in such chain. 

(4) Disposition. The term "disposition" includes a sale, exchange, gift^ 
or any transfer of legal title, but does not include — 

(A) a transfer from a decedent to his estate or a transfer by bequest 
or inheritance; 

(B) an exchange which is within the provisions of section 112(b) (2> 
or (3) ; or 

(C) a mere pledge or hypothecation. 

(5) Stocldiolder approval. If the grant of an option is subject to ap- 
proval by stockholders, the date of grant of the option shall be determined 
as if the option had not been subject to such approval. 

(e) Modification, extension, or renewal of option. For the purposes 
of subsection (d), if the terms of any option to purchase stock are modi- 
fied, extended, or renewed, the following rules shall be applied with re- 
spect to transfers of stock made upon an exercise of the option after the 
making of such modification, extension, or renewal: 

(1) Such modification, extension, or renewal shall be considered as the 
granting of a new option; 

(2) The fair market value of such stock at the time of the granting 
of such option shall be considered as (A) the fair market value of such 
stock on the date of the original granting of the option, (B) the fair mar- 
ket value of such stock on the date of the making of such modification, 
extension, or renewal, or (C) the fair market value of such stock at the 
time of the making of any intervening modification, extension, or renewal, 
whichever is the highest. Added Sept. 23, 1950, 3;15 p. m., E.D.T., c. 
994, Title II, § 218(a), 64 Stat, 942, amended Oct. 20, 1951, 2:07 p. m.,. 
E. S. T.. c. 521, Title III, § 331(a), 65 Stat. 506. 


Historical Kote 


1051 AmcBLdment. Subsec. (d) (5) add- 
ed by Act Oct. 20, 1951, § 331(a). 

Effective Bate of 1551 Amemdiia^nt. Ad- 
dition of subsec, (d) (5) made effective 
as if it had been enacted aa a part of 
this section, by section S31(b) of Act Oct. 
20, 1951. 

Effective Bat©. Section 218(b) of Act 
Sept. 23, 1900, provided that this section 
should be applicable with respect to 
taxable years ending after Dec. 31, 1949. 

Treaty Obligrations. Section 015 of 
Act Oct. 20, 1951, provided that: "No 
amendment made by this Act [Act Oct. 
20, 1951] Shall apply in any case where 


its application would be contrary to any 
treaty obligation of the United States.’* 

Similar provisions were contained in the- 
following Act : 

1900— Sept 23, 1950, 3:15 p. m , E.D.T, 
c. 994, Title II, § 214, 64 Stat 937. 

Text o£ Amendatory Bevenne Acta. 
Complete original text of Bevenue Acts 
amending this section, 1939 to date, 
see volumes "Title 26 — Internal Eevenue 
Acts". 

Begislatir© History: For legislative 
history and purpose of Act Oct. 20, 1951, 
see 1951 U.6 Code Cong.Service, p. 1781. 
See. also, Act Sept. 23, 1950. 1960 XT.Sv 
Code Cong.Serviee. p. 80^. 
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SUPPLEMENT C—CREDITS AGAINST TAX 
[Supplementary to Subchapter B, Part III] 

§ 181. Taxes of foreign countries and possessions of XTnited States 

(a) Allowance of credit. If the taxpayer chooses to have the benefits 
of this section, the tax imposed by this chapter, except the tax imposed 
under section 102 and except the additional tax imposed for the taxable 
year under the provisions of section 127(c) (3) and except the tax im- 
posed under subchapter E and except, with respect to the tax imposed 
under subchapter D, only to the extent provided in subsection (j), shall 
be credited with: 

(1) Citizens and domestic corporations. In the case of a citizen of 
the United States and of a domestic corporation, the amount of any in- 
come, war-profits, and excess-profits taxes paid or accrued during the 
taxable year to any foreign country or to any possession of the United 
States; and 

(2) Resident of the United States or Puerto Rico. In the case of a 
resident of the United States and in the case of an individual who is 
a bona fide resident of Puerto Rico during the entire taxable year, the 
amount of any such taxes paid or accrued during the taxable year to 
any possession of the United States; and 

(3) Alien resident of the United States or Puerto Rico. In the case 
of an alien resident of the United States and in the case of an alien indi- 
vidual who is a bona fide resident of Puerto Rico during the entire taxa- 
ble year, the amount of any such taxes paid or accrued during the taxable 
year to any foreign country, if the foreign country of which such alien 
resident is a citizen or subject, in imposing such taxes, allows a similar 
credit to citizens of the United States residing in such country; and 

(4) Partnerships and estates. In the case of any such individual who 
is a member of a partnership or a beneficiary of an estate or trust, his 
proportionate share of such taxes of the partnership or the estate or 
trust paid or accrued during the taxable year to a foreign country or 
to any possession of the United States, as the case may be. 

Such choice may be made or changed at any time prior to the expira- 
tion of the period prescribed for making a claim for credit or refund 
of the tax imposed by this chapter. 

(b) Limit on credit. The amount of the credit taken under this sec- 
tion shall be subject to each of the following limitations: 

(1) The amount of the credit in respect of the tax paid or accrued 
to any country shall not exceed, in the case of a taxpayer other than a 
corporation, the same proportion of the tax against which such credit 
is taken, which the taxpayer's net income from sources within such 
■country bears to bis entire net income for the same taxable year, or 
in the case of a corporation, the same proportion of the tax against which 
such credit is taken, which the taxpayer's normal-tax net income from 
sources within such country bears to its entire normal-tax net income 
for the same taxable year; and 

(2) The total amount of the credit shall not exceed, in the case of 
a taxpayer other than a corporation, the same proportion of the tax 
against which such credit is taken, which the taxpayer's net income from 
sources without the United States bears to his entire net income for 
the same taxable year, or, in the case of a corporation, the same pro- 
portion of the tax against which such credit Is taken, which the tax- 
payer’s normal-tax net income from sources without the United States 
bears to its entire normal-tax net income for the same taxable year; and 
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(3) Omitted. Nov. 8. 1945, 5:17 p. m., E. S. T., c. 453, TiUe I, § 122 
(g) (6), 59 Stat. 570. 

(c) Adjustments on payment of accrued taxes. If accrued taxes when 
paid differ from the amounts claimed as credits by the taxpayer, or if 
any tax paid is refunded in whole or in part, the taxpayer shall notify 
the Commissioner, who shall redetermine the amount of the tax for the 
year or years affected, and the amount of tax due upon such redetermina- 
tion, if any, shall be paid by the taxpayer upon notice and demand by 
the collector, or the amount of tax overpaid, if any, shall be credited or 
refunded to the taxpayer in accordance with the provisions of section 
322. In the case of such a tax accrued but not paid the Commissioner as 
a condition precedent to the allowance of this credit may require the tax- 
payer to give a bond with sureties satisfactory to and to be approved 
by the Commissioner in such sum as the Commissioner may require, con- 
ditioned upon the payment hy the taxpayer of any amount of tax found 
due upon any such redetermination; and the bond herein prescribed shall 
contain such further conditions as the Commissioner may require. In 
such redetermination by the Commissioner of the amount of tax due from 
the taxpayer for the year or years affected by a refund, the amount of the 
taxes refunded for which credit has been allowed under this section shall 
be reduced by the amount of any tax described in subsection (a) im- 
posed hy the foreign country or possession of the United States with re- 
spect to such refund; but no credit under this section, and no deduc- 
tion under section 23, shall be allowed for any taxable year with respect 
to such tax imposed on the refund. No interest shall be assessed or 
collected on any amount of tax due upon any redetermination by the 
Commissioner, resulting from a refund to the taxpayer, for any period 
prior to the receipt of such refund, except to the extent interest was 
paid by the foreign country or possession of the United States on such 
refund for such period. 

(d) Year in which credit taken. The credits provided for In this sec- 
tion may, at the option of the taxpayer and irrespective of the method 
of accounting employed in keeping his hooks, be taken in the year in 
which the taxes of the foreign country or the possession of the United 
States accrued, subject, however, to the conditions prescribed in sub- 
section (c) of this section. If the taxpayer elects to take such credits 
in the year in which the taxes of the foreign country or the possession 
of the United States accrued, the credits for all subsequent years shall 
be taken upon the same basis, and no portion of any such taxes shall 
be allowed as a deduction in the same or any succeeding year. 

(e) Proof of credits. The credits provided in this section shall be 
allowed only If the taxpayer establishes to the satisfaction of the Com- 
missioner (1) the total amount of income derived from sources with- 
out the United States, determined as provided in section 119, (2) the 
amount of income derived from each country, the tax paid or accrued 
to which is claimed as a credit under this section, such amount to be 
determined under rules and regulations prescribed by the Commissioner 
with the approval of the Secretary, and (3) all other information neces- 
sary for the verification and computation of such credits. 

(f) Taxes of Foreign Corporation. 

(1) Treatment of taxes paid by foreign corporation. For the purposes 
of this section, a domestic corporation which owns at least 10 per centum 
of the voting stock of a foreign corporation from which it receives divi- 
dends in any taxable year shall be deemed to have paid the same propor- 
tion of any income, war-profits, or excess-profits taxes paid or deemed to 
be paid by such foreign corporation to any foreign country or to any pos- 
session of the United States, upon or with respect to the accumulated 
profits of such foreign corporation from which such dividends were paid. 
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wMch the amount of such dividends bears to the amount of such accumu- 
lated profits. The term ‘'accumulated profits** when used in this subsec- 
tion in reference to a foreign corporation, means the amount of its gains, 
profits, or income in excess of the income, war-profits, and excess-profits 
taxes imposed upon or with respect to such profits or income; and the 
Commissioner with the approval of the Secretary shall have full power 
to determine from the accumulated profits of what year or years such 
dividends were paid; treating dividends paid in the first sixty days of any 
year as having been paid from the accumulated profits of the preceding 
year or years (unless to his satisfaction shown otherwise), and in other 
respects treating dividends as having been paid from the most recently ac- 
cumulated gains, profits, or earnings. In the case of a foreign corpora- 
tion the Income, war-profits, and excess-profits taxes of which are deter- 
mined on the basis of an accounting period of less than one year, the word 
as used in this subsection shall be construed to mean such account- 
ing period. 

(2) Foreign subsidiary of foreign corporation. If such foreign corpora- 
tion owns 50 per centum or more of the voting stock of another foreign 
corporation from which it receives dividends in any taxable year it shall 
be deemed to have paid the same proportion of any income, war-profits, or 
excess-profits taxes paid by such other foreign corporation to any foreign 
country or to any possession of the United States, upon or with respect 
to the accumulated profits of the corporation from which such dividends 
were paid, which the amount of such dividends bears to the amount of 
such accumulated profits. 

(g) Corporations treated as foreign. For the purposes of this section 
the following corporations shall be treated as foreign corporations: 

(1) A corporation entitled to the benefits of section 251, by reason 
of receiving a large percentage of its gross income from sources within 
a possession of the United States; 

(2) A corporation organized under the China Trade Act, 1922, 42 Stat. 
849 (U.S.C., Title 15, c. 4), and entitled to the credit provided for in 
section 262. 

(h) Credit for taxes In Hen of income, etc., taxes. For the purposes 
of this section and section 23(c) (1), the term “income, war-profits, 
and excess-profits taxes** shall Include a tax paid in lieu of a tax upon 
income, war-profits, or excess-profits otherwise generally imposed by any 
foreign country or by any possession of the United States. 

(i) Tax withheld at source. For the purposes of this supplement 
the tax imposed by this chapter shall be the tax computed without regard 
to the credit provided in section 32 and section 35. 

(j) Tax Imposed by subchapter D. This section shall be applicable for 
purposes of the tax imposed by subchapter D, but the tax paid or ac- 
crued to any country shall be deemed to be the amount of such tax re- 
duced by the amount of the credit allowed under this section with respect 
to such tax against the tax imposed by this chapter without regard to 
subchapter D. The amount of the credit taken under this subsection 
shall he subject to each of the following conditions: 

(1) The amount of the credit in respect of the tax paid or accrued 
to any country shall not exceed the same proportion of the tax against 
which such credit Is taken, which the taxpayer’s excess profits net 
income from sources within such country bears to its entire excess 
profits net income for the same taxable year; and 

(2) The total amount of the credit shall not exceed the same pro- 
portion of the tax against which such credit is taken, which the tax- 
payer’s excess profits net Income from sources without the United 
States bears to its entire excess profits net income for the same tax- 
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able year. 53 Stat. 56, amended June 29, 1939, 10 p. m., E. S. T., 
c. 247, Title II, § 216, 53 Stat. 876; Oct. 21, 1942, 4:30 p. m., E. W. 
T., s. 619, Title I, §§ 158(a), (d-f), 172(d), 56 Stat. 856, 857, 893; 
Feb. 25, 1944, 12:49 p. m., E. W. T., c. 63, Title I, § 130(a, b), 58 

Stat. 49; May 29, 1944, 7 p. m., E. W. T.. c. 210, Part I, § 6(b) 

(4, 5), 68 Stat. 234; Nov. 8, 1945, 5:17 p. m.. E. S. T., c. 453, Title 
I, § 122(g) (6), 59 Stat. 570; Oct. 25, 1949, c. 720, § 2(a), 63 Stat. 
891; Aug. 28, 1950, c. 809, Title II, § 208(d) (3), 64 Stat. 644; 

Sept. 23, 1960, 3:15 p. m., E. E. T., c. 994, Title II, § 221(h), 64 

Stat. 946; Jan. 3, 1951, 10:13 a. m., c. 1199, Title III, § 302, 64 
Stat. 1219; Oct. 20, 1961, 2:07 p. m., E. S. T., c. 521, Title III, 
§§ 332, 341(c), 65 Stat. 506, 615. 

Historical Note 


1951 Amendments. Subsec. (a) amend- 
ed by Acts Oct. 20, 1951, § 341(c), and 
Jan. 3, 1951, § 302(a). Act Oct. 20, 1951 
inserted “and except • ♦ * section 

127(c) (3)’* following- “section 102”. Act 
Jan. 3, 1951, inserted “and except 

* in subsection (j)” following 
“subcbapter B”. 

Catchline of subsec. (f) (1) amended 
by Act Oct. 21, 1951, $ 332(c), to read 
as now set out. 

Subsec, (f) (1) amended by Act Oct. 
20, 1951, § 332(a), to substitute “at least 
10 per centum” for “a majority” m 
first sentence. 

Subsec. (f) (2) amended by Act Oct. 
20, 1951, § 332(b), to substitute “50 per 
centum or more of the voting stock” in 
lieu of “all the voting stock (except qual- 
ifying shares)”. 

Subsec. (j) added by Act Jan. 3, 1951, 
t 302(b). 

1950 Amendment. Subsec. (a), opening 
par. amended by Act Aug. 2S, 1950, which 
inserted “and except the tax imposed 
under subchapter B” immediately follow- 
ing “except the tax imposed under sec- 
tion 102”. 

Subsec (a) (2, 3) amended by Act Sept. 
23, 1950, to make said subsec. applicable 
to Puerto Kico. 

1949 Amendmont. Subsec. (c) amend- 
ed by Act Oct. 25, 1949, which added last 
two sentences to clarify the adjustment of 
the foreign tax credit by only considering 
the net amount as having been refunded. 

1945 Ainendnieiii.t. Subsec. (b) amend- 
ed by Act Nov. 8, 1946, § 122(g) (6), 
which struck out par. (3) thereof. 

1944 AmendxnedLt. Subsec. (a) amended 
by Act May 29, 1944, which struck out 
“or section 460” following “section 102” 
in first par. 

Subsec (b) amended by Act Feb. 25, 
1944, which among other changes added 
par, (3). 

Subsec. (f) amended by Act Feb. 25, 
1944, which omitted proviso to first sen- 
tence. 

Subsec. (i) amended by Act May 29, 
1944, which struck out “466(e)” and in- 
serted in lieu thereof “35”. 


1942 Ameaidment. Subsecs. (a, b, f), 
amended and subsecs. (h, i), added by 
Act Oct. 21, 1942. 

1939 Amendment. Subsecs. (a, b, f) 
amended by Act June 29, 1939. 

Effective Date of 1951 AmendLment. 
Amendment of subsec. (a) made appli- 
cable to taxable years beginning after 
Dec. 31, 1951, by section 341(d) of Act 
Oct. 20, 1951. 

Amendment of subsec. (f) (1) made 

effective with respect to dividends re- 
ceived by a domestic corporation from a 
foreign corporation during taxable years 
beginning after Dec. 31, 1950, by sec- 
tion 332(a) of Act Oct. 20, 1951. 

Amendment of subsec. (f) (2) made 
effective with respect to dividends re- 
ceived by a foreign corporation from an- 
other foreign corporation in taxable 
years beginning after Dec. 31, 1950 by 
section 332(b) of Act Oct. 20, 1951. 

Effective Date of 1950 Amendmeiit. 
Amendment of section by Act Sept. 23, 
1950, as applicable with respect to tax- 
able years beginning after Dec. 31, 1950, 
see note set out under section 251 of 
I.B.C.1939. 

Effective Date of 1949 Amendment. Sec- 
tion 2(b) of Act Oct. 25, 1949, provided 
that: “The amendment made by sub- 
section (a) [to this section] shall be ap- 
plicable with respect to taxable years 
beginning after December 31, 1938. If 
the allowance of a credit or refund of 
any overpayment of tax resulting from 
the application of the amendment made 
by subsection (a) [to this section] is 
prevented on the date of the enactment 
of this Act [Oct. 25, 1949], or within one 
year from such date, by the operation 
of any law or rule of law (other than 
section 3761 of the Internal Revenue 
Code [1939], relating to compromises), 
credit or refund of such overpayment 
may, nevertheless, be allowed or made if 
claim therefor is filed within one year 
from the date of the enactment of this 
Act.” 

Effective Date of 1945 Amendment. 
Amendment of subsec. (b) made applica- 
ble to taxable years beginning after Dec. 
SI, 1945, by section 122(g) of Act Nov. 8, 
1946. 
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EffectiT© Date of 1944 Amendments, 
Amendment of subsecs, (a) and (i) made 
applicable to taxable years beginning 
after Dec. 31, 1943, by section 2 of Act 
May 25, 1944. 

Section ISO(c) of Act Feb. 25, 1944, pro- 
vided as follows: “The amendment made 
by subsection (a) [to subsec. (b)3 shall 
be effective for all taxable years begin- 
ning after December 31, 1941. The 

amendment madle by subsection (b) [to 
subsec. (f)3 shall be effective with re- 
spect to all taxable years beginning after 
December 31, 1939.” 

Effective Date of 1943 Amemdment, 
Amendment of subsec. (a) by Act Oct. 
21, 1942, § 158(a), was made applicable 
to taxable years beginning after Dec. 31, 

1940, by section 158(c) thereof. 
Amendment of subsecs, (b), (f), and 

addition of subsec. (h) by Act Oct. 21, 
1942, I 158 (d-f), were made applicable to 
taxable years beginning after Dec. 31, 

1941, by section 101 thereof. 

Amendment by Act Oct. 21, 1942, § 

172(d), adding subsec. (i), was made 
effective Jan. 1, 1943, applicable to all 
wages as defined in section 465 of I.Ii.C. 
1939 paid on or after such date, by sec- 
tion 172(g) of said Act. 

Effective Date of 1939 Amendmeait. 
Section 229 of Act June 29, 1939 made the 
amendments of snbsecs. (a), (b), and (f) 
applicable only with respect to taxable 
years beginning after Dec. 31, 1939. 


Fiscal Year Taxpayers, For taxable 
years beginning in 1945 and ending in 
1946, see sections 108 and 710 of I.B.C. 
1939. 

Treaty Obligations. Section 615 of Act 
Oct. 20, 1951, provided that: *‘No amend- 
ment made by this Act [Act Oct. 20, 19511 
shall apply in any case where its applica- 
tion would be contrary to any treaty ob- 
ligation of the United States.” 

Similar provisions were contained in- 
the following Acts: 

1950— Sept. 23, 1950, 3:15 p. m., H.D.T., 
c. 994, Title II, § 214, 64 Stat. 937. 

1944r-Peb. 25, 1944, 12 :49 p. m., E.W.T , 
c. 63, Title I, § 136, 58 Stat. 53. 

1942— Oct 21 1942, 4*30 p m., E.W.T.,. 
c. 619, Title I, § 109, 56 Stat. 808. 

Text of Amendatory Bevenne Acts. 
Complete original text of Revenue Acts 
amending this section, 1939 to date, 
see volumes “Title 26 — ^Internal Revenue 
Acts”. 

legislative History and Congressional 
Comment: For legislative history and 
purpose of Act Jan. 3, 1951, see 1950 U.S. 
Code Cong.Service, p. 4027. See, also. 
Acts Sept 23, 1950, 1950 U.S.Code Cong. 
Service, p. 3053; Aug. 28. 1950, 1950 U.S. 
Code Cong Service, p. 3287; Nov. 8, 
1946, 1945 U.S.Code Cong Service, p. 814; 
May 29, 1944, 1944 U.S.Code Cong.Service, 
p. 1056. 


SUPPDFMENT D.— RETURNS AND PAYMENT OF TAX 

[Supplementary to Subchapter B, Part V] 

§ 141. Consolidated returns 

(a) Privilege to file consolidated returns. An affiliated group of cor- 
porations shall, subject to the provisions of this section, have the privilege 
of making a consolidated return for the taxable year in lieu of separate 
returns. The making of a consolidated return shall be upon the condi- 
tion that all corporations which at any time during the taxable year have 
been members of the affiliated group consent to all the consolidated re- 
turn regulations prescribed under subsection (b) prior to the last day 
prescribed by law for the filing of such return. The making of a consoli- 
dated return shall be considered as such consent. In the case of a corpo- 
ration which is a member of the affiliated group for a fractional part of 
the year, the consolidated return shall Include the income of such cor- 
poration for such part of the year as it is a member of the affiliated group. 

(b) Kegulations. The Secretary shall prescribe such regulations as 
he may deem necessary in order that the tax liability of any affiliated 
group of corporations making a consolidated return and of each corpo- 
ration in the group, both during and after the period of affiliation, may be 
returned, determined, computed, assessed, collected, and adjusted, in 
such manner as clearly to reflect the income- and exoess-profits-tax liability 
and the yarious factors necessary for the determination of such liability, 
and In order to prevent avoidance of such tax liability. 

(c) Ck>inptitatdon and payment of tax. In any case in which a consoli- 
dated return Is made or is required to be made, the tax shall be deter- 
mined, computed, assessed, collected, and adjusted in accordance with 
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the regulations under subsection (b) prescribed prior to the last day pre- 
scribed by law for the filing of such return; except that the tax imposed 
under section 15 or section 204 shall be increased by 2 per centum of the 
consolidated corporation surtax net income of the affiliated group of in- 
cludible corporations. If the affiliated group includes one or more West- 
ern Hemisphere trade corporations (as defined in section 109), the in- 
crease of 2 per centum provided in the preceding sentence shall be ap- 
plied only on the amount by which the consolidated corporation surtax 
net income of the affiliated group exceeds the portion (if any) of the 
consolidated corporation surtax net income attributable to the Western 
Hemisphere trade corporations included in such group. For the purposes 
of the tax imposed by section 430, the sum of the excess profits credit and 
the unused excess profits credit adjustment of the affiliated group shall 
not be increased under the last sentence of section 431 to an amount in 
excess of $25,000 for the entire group. 

(d) Definition of “affiliated group”. As used in this section, an “af- 
filiated group” means one or more chains of includible corporations con- 
nected through stock ownership with a common parent corporation which 
is an includible corporation if — 

(1) Stock possessing at least 96 per centum of the voting power 
of all classes of stock and at least 95 per centum of each class of the 
nonvoting stock of each of the includible corporations (except the 
common parent corporation) is owned directly by one or more of the 
other includible corporations; and 

(2) The common parent corporation owns directly stock possess- 
ing at least 95 per centum of the voting power of all classes of stock 
and at least 95 per centum of each class of the nonvoting stock of at 
least one of the other includible corporations. 

As used in this subsection, the term “stock” does not include nonvoting 
stock which is limited and preferred as to dividends. 

(e) Definition of “includible corporation”. As used in this section, the 
term “includible corporation” means any corporation except — 

(1) Corporations exempt from taxation under section 101. 

(2) Insurance companies subject to taxation under section 201 or 
207. 

(3) Foreign corporations. 

(4) Corporations entitled to the benefits of section 251, by reason 
of receiving a large percentage of their income from sources within 
possessions of the United States. 

(5) Corporations organized under the China Trade Act, 1922. 

(6) Regulated Investment companies subject to tax under Supple- 
ment Q. 

(7) Any corporation described In section 449, or in section 464 
(d), (f), and (g) (without regard to the exception In the initial 
clause of section 464), but not including such a corporation which 
has made and filed a consent, for the taxable year or any prior tax- 
able year ending after June 30, 1950, to be treated as an includible 
corporation. Such consent shall be made and filed at such time and 
In such manner as may be prescribed by the Secretary. 

(8) Regulated public utilities described In section 448(d) which 
compute their excess profits credit under section 448 but not including 
any such regulated public utility which has made and filed a consent, 
applicable to the taxable year, to compute its excess profits credit 
without regard to section 448. The consent shall be made and filed 
at such time and in such manner as may be prescribed by the Secre- 
tary. The consent shall be applicable to the taxable year for which 
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filed and to eacti consecutive subsequent taxable year for which a con- 
solidated return is filed. 

(f) Includible insurance companies. Despite the provisions of para- 
graph (2) of subsection (e), two or more domestic insurance companies 
each of which is subject to taxation under the same section of this chap- 
ter shall be considered as includible corporations for the purpose of the 
application of subsection (d) to such insurance companies alone. 

(g) Subsidiary formed to comply with foreign law. In the case of a 
domestic corporation owning or controlling, directly or indirectly, 100 per 
centum of the capital stock (exclusive of directors' qualifying shares) 
of a corporation organized under the laws of a contiguous foreign country 
and maintained solely for the purpose of complying with the laws of such 
country as to title and operation of property, such foreign corporation 
may, at the option of the domestic corporation, be treated for the purpose 
of this chapter as a domestic corporation. 

(h) Suspension of running of statute of limitations. If a notice under 
section 272(a) in respect of a deficiency for any taxable year is mailed 
to a corporation, the suspension of the running of the statute of limita- 
tions, provided in section 277, shall apply in the case of corporations 
with which such corporation made a consolidated return for such tax- 
able year. 

(i) Allocation of income and deductions. For allocation of income and 
deductions of related trades or businesses, see section 45. 

(j) Includible regulated public utilities. Despite the provisions of 
paragraph (8) of subsection (e), two or more regulated public utilities 
each of which has made and filed a consent, applicable to the taxable 
year, to compute Its excess profits credit under section 448 only, shall 
be considered as includible corporations for the purpose of the applica- 
tion of subsection (d) to such regulated public utilities alone. The con- 
sent shall be made and filed at such time and in such manner as may be 
prescribed by the Secretary. The consent shall be applicable to the tax- 
able year for which filed and to each consecutive subsequent taxable year 
for which a consolidated return is filed. 63 Stat. 58, amended Oct. 21, 
1942, 4:30 p. m., B. W. T., c. $19, Title I, § 169(a), 66 Stat. 868; Feb. 
25, 1944, 12:49 p. m., E. W. T.. c. 63, Title I, § 131, Title II. § 204(c), 68 
Stat, 50, 64; July 31, 1945, c. 340, § 2(c), 69 Stat. 518; Sept. 23, 1950, 
3:15 p. m., B. D. T.. c. 994, Title I, Pt. II, § 121(f), 64 Stat. 918; Jan. 
3. 1951, 10:13 a. m., c. 1199, Title III, § 301, 64 Stat. 1217. 


Historical Kote 


References In. Tesct. China Trade Act, 
1922, referred to in snbsec. (e) (5), Is 
classified to chapter 4 of Title 15, Com- 
merce and Trade. 

1951 Amendment. Act Jan. 8, 1951, 
amended section generally to permit 
personal service corporations and certain 
corporations (otherwise exempt from the 
excess profits tax) to make a new election 
as to whether they will be members of 
an aflaiiated group for taxable years end- 
ing after June 30, 1950, to add par. (8) 
to subsec. (e), and to add subsec. (j). 

1950 Amendmeiit. Subsec. (c) amended 
hy Act Sept. 23 1950, which inserted sec- 
ond sentence to provide for an additional 
tax. 

IM5 Amendmeoat. Subsec. (c) amended 
by Act July SI, 1945, which struck out 
“$10,000*' and inserted in hen thereof “as** 
in last sentence. 


1944 Amendment. Subsec. (c) amended 
by Act Feb. 25 1944, § 204(c), which 
struck out “$5,000** and inserted in lieu 
thereof “$10,000". 

Subsec. (e) amended by Act Feb. 25, 
1944, I 131, which added par. 7. 

1942 Amendment. Act Oct. 21, 1942, 
amended section in its entirety and 
omitted subsecs. (J) and (k). Prior to 
such amendment section read as follows: 

'‘Consolidated returns of railroad cor- 
porations 

“(a) Privilege to file consolidated re- 
turns. An affiliated group of corpora- 
tions shall, subject to the provisions of 
this section, have the privilege of mak- 
ing a consolidated return for the tax- 
able year in lieu of separate returns. 
The making of a consolidated return 
shall be upon the condition that all the 
corporations which have been members 
of the affiliated group at any time dur> 
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mg’ the taxable year for wMcb the re- 
turn is made consent to all the regula- 
tions under subsection (b) (or, in case 
such regulations axe not prescribed prior 
to the making of the return, then the 
regulations prescribed under section 141 
(b) of the Beveniie Act of 1936, 49 StaL 
169S, insofar as not inconsistent with 
this chapter) prescribed prior to the 
making of such return; and the mak- 
ing of a consolidated return shall be 
considered as such consent. In the case 
of a corporation which is a member of 
the affiliated group for a fractional part 
of the year the consolidated return shall 
include the income of such corporation 
for such part of the year as it is a mem- 
ber of the affiliated group. 

«(b) Keffulations. The Commissioner, 
with the approval of the Secretary, shall 
prescribe snch regulations as he may 
deem necessary in order that the tax 
liability of any affiliated group of cor- 
porations making a consolidated return 
and of each corporation in the group, 
both during and after the period of af- 
filiation, may be determined, computed, 
assessed, collected, and adjusted m such 
manner as clearly to reflect the income 
and to prevent avoidance of tax liabil- 
ity. 

“(c) Computation and payment of tax. 
In any case in which a consolidated re- 
turn is made the tax shall be deter- 
mined, computed, assessed, collected, and 
adjusted in accordance with the regula- 
tions under subsection (b) (or, in case 
such regulations are not prescribed prior 
to the making of the return, then the 
regulations prescribed under section 141 
(b) of the Revenue Act of 1936 insofar 
as not inconsistent with this chapter) 
prescribed prior to the date on which 
such return is made. 

“(d) Definition of ‘affiliated group*. As 
used in this section an ‘affiliated group* 
means one or more chains of corpora- 
tions connected through stock ownership 
with a common parent corporation if — 

“(1) At least 96 per centum of the 
stock of each of the corporations (except 
the common parent corporation) is 
owned directly by one or more of the 
other corporations ; and 

“(2) The common parent corporation 
owns directly at least 95 per centum 
of the stock of at least one of the other 
corporations ; and 

“(3) Bach of the corporations is ei- 
ther (A) a corporation whose principal 
business is that of a common carrier by 
railroad or (B) a corporation the as- 
sets of which consist principally of 
stock in such corporations and which 
does not itself operate a business other 
than that of a common carrier by rail- 
road. Bor the purpose of determining 
whether the principal business of a cor- 
poration is that of a common carrier by 
railroad, If a common carrier by rail- 
road has leased its railroad properties 
and such properties are operated as such 
by another common carrier by railroad, 
the business of receiving rents for such 
railroad properties shall be considered 
as the business of a common carrier by 


railroad. As used in this paragraph, 
the term ‘railroad’ includes a street, 
suburban, or interurban electric railway, 
or a street or suburban trackless trolley 
system of transportation, or a street or 
suburban bus system of transportation 
operated as part of a street or subur- 
ban electric railway or trackless trolley 
system. As nsed in this subsection (ex- 
cept in paragraph (3)) the term ‘stock’ 
does not include nonvoting stock which 
is limited and preferred as to dividends. 

“(e) Foreign corporations. A foreign 
corporation shall not be deemed to be 
affiliated with any other corporation 
within the meaning of this section. 

“(f) China Trade Act corporations. A 
corporation organised under the China 
Trade Act, 1922, 42 Stat. 849 (U.S.C , 
Title 15, c. 4), shall not be deemed to 
be affiliated with any other corporation 
within the meaning of this section. 

'*<g) Corporations deriving income 
from possessions of United States. For 
the purposes of this section a corpora- 
tion entitled to the benefits of section 
251 by reason of receiving a large per- 
centage of its income from possessions 
of the United States, shall be treated as 
a foreign corporation. 

“(h) Subsidiary formed to comply 
with foreign law. In the case of a do- 
mestic corporation owning or control- 
ling, directly or indirectly, lOO per cen- 
tum of the capital stock (exclusive of 
directors’ qualifying shares) of a cor- 
poration organized under the laws of a 
contiguous foreign country and main- 
tained solely for the purpose of com- 
plying with the laws of such country 
as to title and operation of property, 
such foreign corporation may, at the op- 
tion of the domestic corporation, be treat- 
ed for the purpose of this chapter as a 
domestic corporation. 

“(i) Suspension of running of statote 
of limitations. If a notice under section 
272(a) in respect of a deficiency for any 
taxable year is mailed to a corporation, 
the suspension of the running of the 
statute of limitations, provided in sec- 
tion 277, shall apply in the case of cor- 
porations with which such corporation 
made a consolidated return for such tax- 
able year. 

"(j) Receivership cases. If the com- 
mon parent corporation of an affiliated 
group making a consolidated return 
would, if filing a separate return, be 
entitled to the benefits of section 13 (e>, 
the affiliated group shall be entitled to 
the benefits of such subsection. In all 
other cases the affiliated group making 
a consolidated return shall not be en- 
titled to the benefits of such subsec- 
tion, regardless of the fact that one or 
more of the corporations in the group 
are in bankruptcy or in receivership. 

“(k) Allocation of Income and dedue. 
tions. 

“For allocation of income and deduc- 
tions of related trades or bnsinesses, see 
section 45.” 

Rffective Date of 1961 Amendment. 
Section 301 of Act Jan. 3. 1961, provided 


in part that the amendment of this see- 
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tioc should be effective with respect to 
taxable years ending after June 30, 1950. 

Effective Bat© of 1950 Amendment. 

Amendment of section by Act Sept. 23, 
1950, as applicable only with respect to 
taxable years ending after Dec. 31, 

1950, see note set out under section 13 of 
I.R.C.1939. 

Effective Bat© of 1945 Amendment. 

■Section 2(d) of Act July 31, 1945, made 
section applicable to taxable years be- 
ginning after Dec. 31, 1945, and to tax- 
able years beginning in 1945 and ending 
in 1946. 

Effective Bate of 1944 Amendment. 

Section 201 of Act Feb. 25, 1944, provided 
that the amendment of sub sec. (c) was 
made applicable to taxable years be- 

ginning after Dec, 31, 1943. 

Section 101 of Act Feb. 25, 1944, pro- 
vided that the amendment of subsee. (e) 
was made applicable to taxable years 
beginning after Dec. 31, 1943. 

Section 101 of Act Oct. 21, 1942, provided 
that amendment of section was made ap- 
'Plicable to taxable years beginning after 
Dec. 31, 1941. 

Application of Former Subsec. (J) . 
Act June 29, 1939, c. 247, Title II, § 210 
<b), 53 Stat. 866, provided: '^[Former] 
Section 141(3*) of the Internal Revenue 
Code [1939] (relating to affiliated corpo- 
rations in bankruptcy or receivership) 
shall not apply with respect to a taxable 
year beginning after December 31, 1939”, 
and was made applicable only with re- 
spect to taxable years beginning after 
Dec. 31, 1939, by section 229 of said Act. 

Withdrawal of Consent Provided in 
Snbsec. (e) (7) ; Effect. Act Oct. 20, 

1951, 2:07 p. m., E.S.T., c. 521, Title VI, 


I 613, 65 Stat. 563, provided that: 

“If an affiliated group making a con- 
solidated return with respect to the first 
taxable year of the group ending after 
June 30, 1950, included a corporation 
described in section 454(f) of the In- 
ternal Revenue Code [section 454(f) of 
I R C.1939] pursuant to the consent pro- 
vided in section 141(e) (7) of such code 
[section 141(e) (7) of I.R.C.19S93, such 
corporation may withdraw such consent 
at any time within ninety days after the 
enactment of this Act [Oct. 20, 19513. If 
such consent is withdrawn under the 
preceding sentence, the tax liability of 
the affiliated group and its several mem- 
bers for the taxable year shall be deter- 
mined, assessed, and collected as if such 
corporation had never joined in the mak- 
ing of the consolidated return.” 

Treaty Obligations. Section 615 of Act 
Oct. 20, 1951, provided that: “No amend- 
ment made by this Act [Act Oct. 20, 19513 
shall apply in any case where its appli- 
cation would be contrary to any treaty 
obligation of the United States.” Similar 
provisions were contained in the follow- 
ing Acts: 

1950— Sept. 23, 1950, 3:15 p.m., E.D.T., 
c. 994, Title II, § 214, 64 Stat. 937. 

1944^Feb. 25, 1944, 12:49 p.m., E.W.T., 
c. 63, Title I, § 136, 58 Stat. 63. 

1942— Oct. 21, 1942, 4:30 p.m, E.W.T , 
c. 619, Title I, § 109, 56 Stat. 808 

Text of Amendatory Revenue Acts. 
Complete original text of Revenue Acts 
amending this section, 1939 to date, see 
volumes “Title 26 — ^Internal Revenue 
Acts ’. 

Begislativo History. For legislative 
history and purpose of Act Sept. 23, 1950, 
see 1950 U.S.Code Cong.Service, p. 3053. 


§ 142. Fiduciary returns 

(a) Requirement of return. Every jfiduciary (except a receiver ap- 
pointed by authority of law in possession of part only of the property 
of an individual) shall make under oath a return for any of the follow- 
ing individuals, estates, or trusts for which he acts, stating specifically 
the items of gross income thereof and the deductions and credits allowed 
under this chapter and such other information for the purpose of carry- 
ing out the provisions of this chapter as the Commissioner with the ap- 
proval of the Secretary may by regulations prescribe — 

(1) Every individual having a gross income for the taxable year of 
4600 or over; 

(2) Every estate the gross Income of which for the taxable year Is 
1600 or over; 

(3) Every trust the net income of which for the taxable year is $100 
or over, or the gross income of whicli for the taxable year is ?600 or 
over, regardless of the amount of net income; 

(4) Every estate or trust of whicli any beneficiary is a nonresident 
alien. 

(b) Joint fiduciaries. Under such regulations as the Commissioner 
with the approval of the Secretary may prescribe a return made by 
-one of two or more Joint fiduciaries and filed in the office of the collector 
'Of the district where such fiduciary resides shall be sufficient compliance 
•with the above requirement. Such fiduciary shall make oath (1) that 
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1x6 has sufficient knowledge of the affairs of the indiTidual, estate, ©r 
trust for which the return is made, to enable him to make the return, 
and (2) that the return is, to the best of his knowledge and belief, true 
and correct. 

(c) liaw applicable to fiduciaries. Any fiduciary required to make 
a return under this chapter shall be subject to all the provisions of law 
which apply to individuals. 53 Stat. 60, amended June 25, 1940, 11:45 
a. m., B. S. T.. c. 410, Title I, § 7(b), 54 Stat. 519; Sept. 20, 1941, 12:15 
p. m., B. S. T., c. 412, Title I, § 112(b), 55 Stat. 696; Oct, 21. 1942, 4:30' 
p. m., E. W. T., c. 619, Title I, § 131(c) (2), 56 Stat. 828; May 29, 
1944, 7 p. m., E. W. T., c. 210, Part I, § 11(c), 58 Stat. 241; Apr. 2, 
1948. 3:1S p. m,, E. S, T., c. 168, Title II, § 202(c) (2), 62 Stat, 114, 

Historical Kote 


1948 Amondittemt. Subsec. (a) amended 
by Act Apr. 2, 1948, whicb struck out 
$500 wherever appearing and inserted $600 
to accommodate the increased exemptions 
under section 25(b) of I.R.C.1939. 

1944 Anaendjneait. Subsec. (a) amended 
by Act May 29, 1944, which struck out 
pars. (1)‘~(5) and inserted new pars. (1)~ 
(4). 

1942 Amendment. Subsec. (a) amended 
by Act Oct. 21, 1942, which substituted 
“$500” for “$750»» in pars. (1), (3) and (4), 
and “$1200” for “$1500” in par. (2). 

1941 Amendment. Snbsec. (a) amended 
by Act Sept. 20, 1941. 

1946 Amendment. Subsec. (a) amended 
by Act June 25, 1940. 

Effective Bate cf 1948 Amendment. 
Section 203 of Act Apr. 2, 1948, provided 
that amendments made by sections 201 
and 202 of said Act Apr. 2, 1948, to 
sections 23(y), 25(b) (1), (2), 51(a), 

58(a), 142(a), 147(a), 163(a) (1), and 

1622(h) (1) of I.R.C.1939 should be ap- 
plicable to taxable years beginning after 
Dec. 31, 1947, and that taxable years be- 
ginning in 1947 and ending in 1948 shall 
be governed by sub sec. (d) of section 
108 of IR.C.1939. 

Effective Bate of 1944 Amendment. 
Section 2 of Act May 29, 1944, provided 
that the amendment of this section was 
made applicable to taxable years be- 
ginning after Dec. 31, 1043. 

Effective Bate of 1942 Amendment. 
Section 101 of Act Oct. 21, 1942, provided 
that the amendment of this section was 


made applicable to taxable years begin- 
ning after Dec. 31, 1941. 

Effective Bate of 1941 Amendment. 
Section 118 of Act Sept. 20, 1941, provided 
that the amendment of this section was 
made applicable only with respect to tax- 
able years beginning after Dec. 31, 1940. 

Effective Bate of 1940 Amendmeait. 
Act June 25, 1940, provided as follows: 
“The amendments made by this title 
[sections 1-9 of 1940 Act], except the 
amendments made by section 5 [sec- 
tions 143, 144 of Internal Revenue Code], 
shall be applicable only with respect to 
taxable years beginning after December 
31, 1939”, by section 9 of said Act. 

Treaty Obligations. Section 109 of Act 
Oct. 21, 1942, provided that: “No amend- 
ment made by this title [sections 191-172, 
181-186 of 1942 Act] shall apply in any 
case where its application would be con- 
trary to any treaty obligation of the 
United States.” 

Similar provisions were contained in 
the following Acts : 

1941— Sept. 20, 1941, 12:15 p. m., E.S.T.. 
c. 412, Title I, § 108, 55 Stat. 695. 

1940— June 25, 1940, 11:45 a. m, B.S.T., 
c. 419, Title I, | 8, 54 Stat. 620. 

Text of Amendatory Revenue Acts. 
Complete original text of Revenue Acts 
amending this section, 1939 to date, see 
volumes “Title 26 — Internal Revenue 
Acts”. 

Congressional Comment: For legis- 
lative history and purpose of Act May 29, 
1944, see 1944 U.S.Code Cong.Scrvice, p. 
1056. 


§ 143. Withholding of tax at source 
(a) Tax-free covenant bonds 

(1) Requirement of withholding. In any case where bonds, mortgages, 
or deeds of trust, or other similar obligations of a corporation, issued be- 
fore January 1, 1934, contain a contract or provision by which the ob- 
ligor agrees to pay any portion of the tax imposed by this chapter upon 
the obligee, or to reimburse the obligee for any portion of the tax, or to 
pay the interest without deduction for any tax which the obligor may 
be required or permitted to pay thereon, or to retain therefrom under any 
law of the United States, the obligor shall deduct and withhold a tax equal 
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to 2 per centum of tlie interest upon such bonds, mortgages, deeds of trust, 
or other obligations, whether such interest is payable annually or at 
shorter or longer periods, if payable to an individual, a partnership, or a 
foreign corporation not engaged in trade or business within the United 
States: Provided, That if the liability assumed by the obligor does not ex- 
ceed 2 per centum of the interest, then the deduction and withholding shall 
be at the following rates: (A) 30 per centum in the case of a nonresi- 
dent alien individual (except that such rate shall be reduced, in the case 
of a resident of any country in North, Central, or South America, or in 
the West Indies, or of Newfoundland, to such rate, not less than 5 per 
oentum, as may be provided by treaty with such country) , or of any part- 
nership not engaged in trade or business within the United States and 
composed in whole or in part of nonresident aliens, (B) in the case of 
such a foreign corporation, 30 per centum, and (C) 2 per centum in the 
case of other individuals and partnerships: Provided further. That if the 
owners of such obligations are not known to the withholding agent the 
•Commissioner may authorize such deduction and withholding to be at the 
rate of 2 per centum, or, if the liability assumed by the obligor does not 
exceed 2 per centum of the interest, then at the rate of 30 per centum. 
As used in this subsection the term ‘"nonresident alien individuaT' includes 
an alien resident of Puerto Rico. 

(2) Benefit of credits against net income. Such deduction and with- 
holding shall not be required in the case of a citizen or resident entitled 
to receive such interest, if he files with the withholding agent on or be- 
fore February 1 a signed notice in writing claiming the benefit of the 
exemptions provided in section 25(b); nor in the case of a nonresident 
alien individual if so provided for in regulations prescribed by the Com- 
missioner under section 215. 

(3) Income of obligor and obligee. The obligor shall not be allowed 
a deduction for the payment of the tax imposed by this chapter, or any 
other tax paid pursuant to the tax-free covenant clause, nor shall such 
tax be included In the gross income of the obligee. 

(b) Nonresident aliens. All persons, in whatever capacity acting, in- 
cluding lessees or mortgagors of real or personal property, fiduciaries, 
employers, and all officers and employees of the United States, having the 
■control, receipt, custody, disposal, or payment of interest (except interest 
on deposits with persons carrying on the banking business paid to per- 
sons not engaged in business in the United States), dividends, rent, sal- 
aries, wages, premiums, annuities, compensations, remunerations, emolu- 
ments, or other fixed or determinable annual or periodical gains, profits, 
and income (but only to the extent that any of the above items constitutes 
gross income from sources within the United States), of any nonresident 
alien individual, or of any partnership not engaged in trade or business 
within the United States and composed in whole or in part of nonresident 
aliens, shall (except in the cases provided for in subsection (a) of this 
section and except as otherwise provided in regulations prescribed by the 
Commissioner under section 215) deduct and withhold from such annual 
or periodical gains, profits, and income a tax equal to 30 per centum there- 
of, except that such rate shall be reduced. In the case of a nonresident 
alien individual a resident of any country in North, Central, or South 
America, or in the West Indies, or of Newfoundland, to such rate (not 
less than 5 per centum) as may be provided by treaty with such country; 
Provided, That no such deduction or withholding shall be required in the 
case of dividends paid by a foreign corporation unless (1) such corpora- 
tion is engaged in trade or business within the United States, and (2) 
more than 85 per centum of the gross income of such corporation for the 
three-year period ending with the close of Its taxable year preceding the 
declaration of such dividends (or for such part of such period as the cor- 
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poratioD. Iiaa been in existence) was derived from sources within the 
United States as determined under the provisions of section 119 : Provided 
further. That the Commissioner may authorize such tax to be deducted and 
withheld from the interest upon any securities the owners of which are 
not known to the withholding agent: Provided further, That the deduction 
and withholding in the case of interest on bonds, mortgages, or deeds of 
trust or other similar obligations of a corporation, within the provisions 
of subsection (a) (1) of this section were it not for the fact that the ma- 
turity date of such obligations has been extended on or after January 1, 
1934, and the liability assumed by the debtor exceeds 27 per centum 
of the interest, shall not exceed the rate of 27^/^ per centum per annum. 
Under regulations prescribed by the Commissioner, with the approval of 
the Secretary, there may be exempted from such deduction and withhold- 
ing the compensation for personal services of nonresident alien individ- 
uals who enter and leave the United States at freauent intervals. In re- 
spect of the compensation for services performed by nonresident alien in- 
dividuals brought into the United States under the authority of the War 
Manpower Commission for temporary employment essential to the war 
efeort and subject to withholding under this subsection, the deduction and 
withholding shall be at the rate of 10 per centum, and there shall be no 
deduction or withholding under section 1622. As used in this subsection 
the term “nonresident alien individual“ includes an alien resident of Puer- 
to Rico. 

(c) Return and payment. Every person required to deduct and with- 
hold any tax under this section shall, on or before March 15 of each year, 
make return thereof and pay the tax to the collector designated in sec- 
tion 53 (b). Every such person is hereby made liable for such tax and 
is hereby indemnified against the claims and demands of any person for 
the amount of any payments made in accordance with the provisions of 
this section. 

(d) Income of recipient. Income upon which any tax is required to 
be withheld at the source under this section shall be included in the re- 
turn of the recipient of such income, but any amount of tax so withheld 
shall be credited against the amount of income tax as computed in such 
return. 

(e) Tax paid by recipient. If any tax required under this section to 
be deducted and withheld is paid by the recipient of the income, it shall 
not be re-collected from the withholding agent; nor in cases in which the 
tax is so paid shall any penalty be imposed upon or collected from the re- 
cipient of the income or the withholding agent for failure to return or pay 
the same, unless such failure was fraudulent and for the purpose of 
evading payment. 

(f) Refunds and credits. Where there has been an overpayment of 
tax under this section any refund or credit made under the provisions of 
section 322 shall be made to the withholding agent unless the amount of 
such tax was actually withheld by the withholding agent. 

(g) Cross reference 

For definition of “withholding agent”, see section 3797(a) (Id), 

(h) Withholding on certain foreign tax-exempt organizations. In the 
case of income of a foreign organization subject to the tax imposed by 
section 421(a), the provisions of this section and section 144 shall ap- 
ply to rents includible under section 422 in computing its unrelated busi- 
ness net income, but only to the extent and subject to such conditions as 
may be provided under regulations prescribed by the Secretary. 53 Stat. 
60, amended June 25, 1940, 11:45 a. m., E. S. T., c. 419. Title I, § 6(a). 
Title 11, § 202, 54 Stat. 619, 620; Sept. 20, 1941, 12:15 p. m., E. 8. T., 
c. 412, §§ 107(a), (b), 109(a). 55 Stat. 696; Oct. 21, 1942, 4:30 p. m., 
E. W. T.. c. 619-, Title I, §§ 108(a), (b), 160(a) (1, 2), 56 Stat. 808, 860, 
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861; Feb. 25, 1944, 12:49 p. m., E. W. T., e. 63, Title I, § 132(a), 58 Stat. 
50; May 29, 1944, 7 p. m., E. "W. T., c. 210, Part I, § 10(d), 68 Stat. 239; 
Nov. 8, 1945, 5:17 p. m., E. S. T., c. 453, Title I, § 102(b) (5), 59 Stat. 
558; Sept. 23, 1950, 3:15 p. m.. E. D. T., c. 994, Title II, §§ 219, 221 
(e). Title III, Pt. I, § 301(c) (4), 64 Stat. 944, 945, 953. 


Historical Note 


1950 Amendment. Snbsec. (a) (1) 

amended by Act Sept. 23, 1950, § 221(e), 
to define “nonresident alien individual”. 

Sub sec. (b) amended by Act Sept. 23, 
1950, § 221(e), to define “nonresident alien 
individual”. 

Subsec. (c) amended by Act Sept. 23, 
1950, § 219, to require the withholding 
agent to make return of the tax on or 
before Mar. 15 of each year and to pay 
the tax on or before June 15. 

Subsec. (h) added by Act Sept. 23, 
1950, § SOl(c) (4). 

1945 Amendment. Subsec. (a) (2) 

amended by Act Nov. 8, 1945, § 102(b) 
(5), which struck out “normal tax ex- 
emption provided in section 25(a) (3) 

and the surtax”. 

1944 Amendments. Sub sec. (a) (2) 

amended by Act May 29, 1944, which 
struck out “credits provided in section 
26(b)” preceding semi-colon, and insert- 
ed in lieu thereof “normal tax exemption 
provided in section 25(a) (3) and the sur- 
tax exemption provided in section 25(b)”. 

Sub sec. (b) amended by Act Feb. 25, 
1944, which added last sentence. 

1942 Amendment. Subsec. (a) (1) 

amended by Act Oct. 21, 1942, §§ lOS(a), 
160(a) (1), which substituted “30 per 

centum” in lieu of “27% per centum” 
and struck out “and not having any 
oiRce or place of business therein”, wher- 
ever occurring therein. 

Subsec. (b) amended by Act Oct. 21, 
1942, |§ 108(a, b), l«9(a) (2), which sub- 
stituted “30 per centum” in lieu of “27% 
per centum” wherever occurring therein; 
inserted before the period at the end of 
the first sentence the proviso clause plac- 
ing a limitation on rate of withholding 
in certain cases ; and struck out “and 
not having any office or place of business 
therein”, and “or has an office or place of 
business therein”. 

1941 Amendment. Subsec. (a) (1) 

amended by Act Sept 20, 1941, §§ 107(a), 
109(a). 

SubsGc. (b) amended by Act Sept 20, 
1941, §§ 107(a), 109(a). 

Subsec. (h), relating to rates until Jan- 
uary 1945, repealed by Act Sept 20, 
1941. 

1940 Amendment. Act June 25, 1940, 
I 5(a), struck out “10 per centum” wher- 
ever it occurred and inserted in lieu 
thereof “15 per centum”. 

Subsec. (h) added by Act June 25, 1940, 

I 202. 

Biffecldve Bate of 1950 Amendment. 
Amendment of subsecs, (a) (1) and (b) 


by Act Sept 23, 1950, as applicable with 
respect to taxable years beginning after 
Dec. 31, 1950, see note set out under sec- 
tion 251 of I.Il.C.1939. 

Amendment of snbsec. (c) by Act Sept. 
23, 1950, as applicable only with respect 
to taxable years beginning after Bee. 31, 
1950, see note set out under section 421 
of I.R.C.1939. 

Effective Bate of 1945 Amendment. Sec- 
tion 102(c) of Act Nov. 8, 1945, provided 
that the amendment of this section was 
made applicable to taxable years begin- 
ning after Dec. 31, 1945. For treatment 
of taxable years beginning in 1945 and 
ending in 1946, see sections 108 and 710 
of I.R.C.1939. 

Effective Bate of 1944 Amendments. 
Section 2 of Act May 29, 1944, provided 
that the amendment of subsec. (a) (2) was 
made applicable to taxable years begin- 
ning after Bee. 31, 1943. 

Section 132(b) of Act Feb. 25, 1944 , 
provided that the amendment of subset 
(b) was made effective as follows: “The 
amendment made by subsection (a) shall 
be applicable to all compensation paid on 
or after the tenth day after the date of 
the enactment of this Act [Feb. 25, 1944, 
12:49 p. m,, F. W. T.]” 

Effective Bate of 1943 Amendments. 
Section 108(c) of Act Oct. 21, 1942, pro- 
vided that the amendment of subsecs, (a) 
and (b) by Act Oct. 21, 1942, § 108(a, b), 
was made applicable to the period be- 
ginning with the tenth day after Oct. 
21, 1942, 4 :30 p. m , B. W. T. 

Section 160(a) (4) of Act Oct. 21, 1942, 
provided that the amendments of subsecs 
(a) and (b) by Act Oct. 21, 1942, § 160(a) 
(1, 2), were made applicable to the period 
beginning with the tenth day after Oct. 
21, 1942, 4:30 p. m., E. W. T. 

Section 101 of Act Oct. 21, 1942, provid- 
ed that the amendment of sub sec. (b) by 
Act Oct. 21, 1942^ I 108(b), was made 
applicable to taxable years beginning af- 
ter Bee. 31, 1941, by section 101 thereof. 

Effective Bate of 1941 Amendments. 
Section 107(c) of Act Sept. 20, 1941, pro- 
vided that the amendment of this section 
by Act Sept. 20, 1941, § 107 (a, b) was 
made applicable only with respect to the 
period beginning the tenth day after the 
date of enactment of said Act. 

Section 118 of Act Sept. 20, 1941, pro- 
vided that the amendment by Act iSept. 20, 
1941, § 109(a) was made applicable only 
with respect to taxable years beginning 
after Dec. 31, 1940. 

Effective Bate of 1940 AmendLment. 
Section 6(c) of Act June 26, 1940, provld- 
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ed tliat the amendment of this section 
was made effective on June 26, 1940. 

Abolition of Commission and Transfesr 
of Functions. The War Manpower Com- 
mission was terminated and the func- 
tions thereof, except the Procurement and 
Assignment Service, transferred to the 
Department of Labor by Ex.Ord. No. 9617, 
Sept, 19, 1945, 10 F.R. 11929, set out as 
a note under section 601 of Appendix to 
Title 50, War and National Defense. 

Functions of said Procurement and As- 
signment Service were transferred to the 
Federal Security Administrator by said 
Ex.Ord. 

Treaty Obligations. Section 214 of Act 
Sept. 23, 1950, provided that: “No amend- 
ment made by this Act [Act Sept. 23, 
1950] shall apply in any case where its 
application would be contrary to any 
treaty obligation of the United States.” 

Similar provisions were contained in 
the following Acts: 


1944— Feb. 25, 1944, 12:49 p. m , E. 
W.T., c. 63, Title I, § 136. 58 Stat. 
53. 

1942— Oct. 21, 1942, 4 *30 p m , E W. 
T., c. 619, Title I, § 109, 56 Stat. 
808 

1941— Sept. 20, 1941, 12 -15 p m , E. 
S.T., c. 412, Title I, § 108, 55 Stat. 
695. 

1940— June 25, 1940, 11:45 a m, E. 
ST., c. 419, Title I, § 8, 54 Stat 
520. 

Text of Amendatory Revenue Acts. 
Complete original text of Revenue Acts 
amending this section, 1939 to date, 
see volumes “Title 26 — Internal Revenue 
Acts”. 

Legislative History and Congressional 
Comment: For legislative history and 
purpose of Act Sept. 23, 1950, see 1930 
U.S.Code Cong Service, p. 3053. See, also. 
Acts Nov. 8, 1945, 1945 U.S.Code Cong. 
Service, p. 814; May 29, 1944, 1944 TJ.S. 
Code Cong.Service, p. 1056. 


§ 144. Payment of corporation income tax at source 
In the case of foreign corporations subject to taxation under this chap- 
ter not engaged in trade or business within the United States, there shall 
be deducted and withheld at the source in the same manner and upon the 
same items of income as is provided in section 143 a tax equal to 30 per 
centum thereof, except that in the case of corporations organized under 
the laws of any country in North, Central, or South America, or in the 
West Indies, or of Newfoundland such rate with respect to dividends shall 
be reduced to such rate (not less than 5 per centum) as may be provided 
by treaty with such country; and such tax shall be returned and paid 
in the same manner and subject to the same conditions as provided in that 
section: Provided,, That in the case of interest described in subsection 
(a) of that section (relating to tax-free covenant bonds) the deduction 
and withholding shall be at the rate specified in such subsection. 63 
Stat. 62, amended June 25, 1940, 11:45 a. m., E. S. T., c. 419, Title I, 
§ 5(b), 54 Stat. 519; Sept. 20, 1941, 12:15 p. m., B. S. T., c. 412, §§ 107 
(a), 109(a), 55 Stat. 695; Oct. 21, 1942, 4:30 p. m., E. W. T., c. 619. 
Title I, §§ 108(a), 160(a) (3), 56 Stat. 808, 861. 


Historical Note 


1943 Amendment. Words “and not hav- 
ing any ofl3.ee or place of business tliere- 
in“ following the words “trade or busi- 
ness within the United States” were 
struck out by Act Oct. 21, 1942, S 160(a) 
(3). Figure “30” was substituted for 
“27%” by section 108(a) of said Act. 

1941 Amendment. Act Sept. 20, 1941, 9 
107(a), substituted “27% per centum” for 
“15 per centum” wherever occurring. 

Act Sept. 20, 1941, $ 109(a), substituted 
“any country in North, Central, or South 
America, or in the West Indies, or of 
Newfoundland” for “a contiguous coun- 
try”. 

1940 Amendment. Act June 25, 1940, 
struck out “except that in the case of 
dividends the rate shall be 10 per centum, 
and” after “a tax equal to 15 per centum 
thereof” and struck out “of 10 per cent- 
um” after “such rate of”. 


Effective Date of 1943 Amendment. 
Section 108(c) of Act Oct. 21, 1942, pro- 
vided that the amendment by Act Oct. 21, 
1942, § 108(a), was made applicable to 
the period beginning with the tenth day 
after Oct. 21, 1942, 4:30 p. m., B, W, T. 

Section 160(a) (4) of Act Oct. 21, 1942, 
provided that the amendment by Act Oct. 
21, 1942, § 160 (a) (3), was made applicable 
to the period beginning with the tenth 
day after Oct. 21, 1942, 4:30 p. m., E. 
W. T. 

Effective Date of 1941 Amendment. 
Section 107(c) of Act Sept. 20, 1941, pro- 
vided that the amendment by Act Sept. 
20, 1941, § 107(a), was made applicable 
only with respect to the period beginning 
the tenth day after the date of enactment 
of said Act. 

Section 118 of Act Sept. 20, 1941, provid- 
ed that the amendment by Act Sept. 20, 
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1941, § 109(a). was made applicable only 
with respect to taxable years beginninsr 
after Dee. SI, 1940 

Effective Date of 1940 Amendment. 

Section 5(c) of Act Jnne 25, 1940, pro- 
vided that the amendment of this section 
should be effective as of June 26, 1940. 

Increase of Kate After June 30, 1940, 
and Before July 1, 1945. Rate of 15 per 
centum, formerly provided for in this 
section, was increased to per cen- 

tum by former section 143(h) of I.E.C. 

1939. 

Treaty Obligrations- Section 109 of Act 
Oct. 21, 1942, provided that “No amend- 
ment made by this title [sections 101-172, 

§ 145. Penalties 

(a) Failure to file returns, submit information, or pay tax. Any per- 
son reoLuired under this chapter to pay any estimated tax or tax, or re- 
quired hy law or regulations made under authority thereof to make a 
return or declaration, keep any records, or supply any information, for 
the purposes of the computation, assessment, or collection of any esti- 
mated tax or tax imposed by this chapter, who willfully fails to pay such 
estimated tax or tax, make such return or declaration, keep such records, 
or supply such information, at the time or times required by law or regu- 
lations, shall, in addition to other penalties provided by law, be guilty of 
a misdemeanor and, upon conviction thereof, be fined not more than 
$10,000, or imprisoned for not more than one year, or both, together 
with the costs of prosecution. 

(b) Failure to collect and pay over tar, or attempt to defeat or evade 
tax. Any person required under this chapter to collect, account for, and 
pay over any tax imposed by this chapter, who willfully fails to collect or 
truthfully account for and pay over such tax, and any person who will- 
fully attempts in any manner to evade or defeat any tax imposed by this 
chapter or the payment thereof, shall, in addition to other penalties pro- 
vided by law, be guilty of a felony and, upon conviction thereof, be fined 
not more than $10,000, or imprisoned for not more than five years, or 
both, together with the costs of prosecution. 

(c) Repealed. Aug. 27, 1049, c. 517, § 4(b), 63 Stat. 668. 

(d) Person defined. The term **person” as used in this section in- 
cludes an officer or employee of a corporation or a member or employee 
of a partnership, who as such officer, employee, or member is under a 
duty to perform the act in respect of which the violation occurs. 

(e) [Failure to file amended estimated tax return.] i In the case of 

taxable years beginning prior to October 1, 1950, and ending after Sep- 
tember 30, 1950, the penalties prescribed by this section shall not be ap- 
plicable if the taxpayer failed to meet the requirements of section 294 
(d) (2) (relating to substantial underestimate of estimated tax), by 

reason of the increase in normal tax and surtax on individuals Imposed by 
section 101 of the Revenue Act of 1950. 

(f) [Failure to tak:e into account new tax increases.] i In the case of 
taimble years beginning prior to November 1, 1951, and ending after Oc- 
tober 31, 1951, the penalties prescribed by this section for willful failure 
to make declarations of, or pay, estimated tax shall not be applicable to a 
failure to take into account the increase in rates of tax imposed on indi- 
viduals by the Revenue Act of 1951. 

(g) [Cross references.] i 

For penalties for failure to file information returns with respect to 
foreign personal holding companies and foreign corporations, see section* 
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181-186 of 1942 Act] shall apply in any 
case where its application would be con- 
trary to any treaty obligation of the 
United States ” 

Similar provisions were contained in the 
following Acts: 

1941— Sept 20, 1941, 12 :15 p. m., E.S.T., 
c. 412, Title I, § 108, 55 Stat. 695 

1940— June 25, 1940, 11:45 a. m., 
c. 419, Title I, § 8, 54 Stat. 520 

Text of Amendatory Bevenue Acts. 
Complete original text of Revenue Acts 
amending this section, 1939 to date, 
see volumes “Title 26 — Internal Revenue 
Acts”. 
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340. 53 Stat. 62, amended Oct. 21, 1942, 4:30 p. m., E3. W. T., c. 619, 

Title I, §§ 136 (b, c), 172(f) (3), 56 Stat. 836, 893; June 9, 1943, 7 
p. m. E. "W. T., c. 120, § 6(c), 67 Stat. 144; May 29, 1944, 7 p. m., 
E. W. T., c. 210, Part I. § 6(b) (6), 58 Stat. 234; Aug. 27, 1949, c. 517. 
§ 4(b), 63 Stat. 668; Jan. 2, 1961, c. 1195, § 1, 64 Stat, 1136; Oct. 20, 
1951, 2:07 p. m., B. S. T., o. 621, Title I, § 103(a), 65 Stat. 466. 

1 Sub sec. was enacted without a catchline, which has been supplied by editor. 

Historical Note 


Uefercnces in Text. Section 101 of 
Hevenue Act of 1950, referred to in sub- 
sec. (e), is classified to sections 11 and 
12(b), (c), (f) of I.K.C.1939. 

1&51 Amendment. Subsec, (e) added by 
Act Jan 2, 1951. 

Subsec. (f) added by Act Oct 20, 1951. 

Subsec. (g), relettered by Acts Oct. 
20, 1951, and Jan. 2, 1951. Act Oct. 20, 
1951 relettered former subsec. (f) to be 
fg). Act Jan. 2, 1951, relettered former 
subsec. (e) to be (f). 

1M9 Amendments. Subsec. (c) repeal- 
^ by Act Aug. 27, 1949. 

1944 Amendment. Subsec. (e) amended 
by Act May 29, 1944, which omitted 
subd- number “(1)” preceding *‘For pen- 
alties”, and subd. (2) entirely by elim- 
inating the second paragraph which was 
added by Act Oct. 21, 1942 as set out 
post. 

1943 Amendment. Subsec. (a) amend- 
ed by Act June 9, 1943, which inserted 
“or declaration”, and “estimated tax or” 
wherever appearing. 

1942 Amendment. Subsec. (c) added by 
Act Oct. 21, 1942, § 136(b). Former sub- 
secs. (c) and (d) were redesignated (d) 
and (e) respectively, by section 136(c) of 
said Act, 

Subsec. (e) formerly (d), amended by 
Act Oct. 21, 1942, § 172(f) (3) which num- 
bered first par. (l)i and added par. (2), 

Effective Bate of 1951 Amendment. 
Amendment as applicable only with re- 
spect to taxable years beginning after 
Oct. 31, 1951, and to taxable years be- 
ginning on Jan. 1, 1951, and ending on 
Dec, 31, 1951, see note set out under 
section 12 of I.R.C1939. 

Effective Bate of 1949 Amendment. 
The repeal of subsec. (c) as applicable 
with respect to any return, statement, or 
document filed after Aug. 27, 1949, sec 
note set out under section 3809 of I.R.C. 
1039. 

Effective Bate of 1944 Amendment. 

Section 2 of Act May 29, 1944 made the 
amendment of subsec. (e) applicable to 
taxable years beginning after Dec. 31, 
1943 

Effective Bate of 1943 Amendment. 

Section 5(f) of Act June 9, 1943 made the 

amendment of subsec. (a) effective with 
respect to taxable years beginning after 
December 31, 1942. 

Effective Bate of 1943 Amendment. 

Section 101 of Act Oct. 21, 1942 made the 
amendment of subsec. (c) applicable to 


taxable years beginning after Dec. 31, 
1941 

Amendment of subsec. (d) by Act Oct. 
21, 1942, § 172(f), adding par. (2), was 
made effective Jan. 1, 1943, applicable to 
all wages (as defined in Part II of Sub- 
chapter D) paid on or after such date, 
by section 172(g) of said Act, 

Computation of Tax in Case of Certain 
Joint Returns. Effective date of 1^1 
amendments with respect to computation 
of tax in case of certain joint returns, 
see note set out under section 12 of I.R. 
C.1939. 

Jury Trial in Action to Recover Taxes. 
Section 3 of Act July 16, 1952, c. 892, 66 
Stat. 735, provided that: 

“(a) Nothing In Reorganization Plan 
Numbered 26 of 1950 or Reorganization 
Plan Numbered 1 of 1952 [both set out 
following section 133z-15 of Title 5] shall 
be construed to impair any right or 
remedy, including trial by jury, to re- 
cover any internal -revenue tax alleged 
to have been erroneously or illegally 
assessed or collected, or any penalty 
claimed to have been collected without 
authority, or any sum alleged to have 
been excessive or In any manner wrong- 
fully collected under the internal-revenue 
laws. 

“(b) For the purpose of any action to 
recover any such tax, penalty, or sum, 
all statutes, rules, and regulations refer- 
ring to the collector of internal revenue 
shall be deemed to refer to the oflSlcer 
whose act or acts referred to in subsec- 
tion (a) gave rise to such action. The 
venue of any such action shall be the 
same as under existing law.” 

Treaty Obligations. Section 615 of 
Act Oct. 20, 1951, provided that: “No 
amendment made by this Act [Act Oct. 
20, 1951] shall apply in any case where 
its application would be contrary to any 
treaty obligation of the United States.” 

Similar provisions were contained in the 
following Act: 

1942— Oct- 21, 1942, 4:30 p. m., E.W.T., 
c. 916, Title I, § 109, 56 Stat. 808. 

Text of Amendatory Revenue Acts. 
Complete original text of Revenue Acts 
amending this section, 1939 to date, see 
volumes “Title 26— Internal Revenue 
Acts”. 

Xegislative History and Congressional 
Comment: For legislative history and 
purpose of Act Oct. 20, 1951, see 1951 tl.S. 
Code Cong Service, p. 1781. See, also, 
Acts Jan 2, 1951, 1950 XT.S Code Cong. 
Service, p. 4259; May 29, 1944, 1944 XJ.S. 
Code Cong. Service, p. 1056. 
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§ 146. Closing by commissioner of taxable year 

(a) Tax in jeopardy 

(1) Bepartore of taxpayer or removal of property from XFnited States. 
If the Commissioner finds that a taxpayer designs quickly to depart from 
the United States or to remove his property therefrom, or to conceal 
himself or his property therein, or to do any other act tending to prejudice 
or to render wholly or partly ineffectual proceedings to collect the tax 
for the taxable year then last past or the taxable year then current unless 
such proceedings be brought without delay, the Commissioner shall de- 
clare the taxable period for such taxpayer immediately terminated and 
shall cause notice of such finding and declaration to be given the taxpayer, 
together with a demand for immediate payment of the tax for the taxable 
period so declared terminated and of the tax for the preceding taxable 
year or so much of such tax as is unpaid, whether or not the time other- 
wise allowed by law for filing return and paying the tax has expired; and 
such taxes shall thereupon become immediately due and payable. In any 
proceeding in court brought to enforce payment of taxes made due and 
payable by virtue of the provisions of this section the finding of the Com- 
missioner, made as herein provided, whether made after notice to the 
taxpayer or not, shall be for ail purposes presumptive evidence of the 
taxpayer’s design. 

(2) Corporation in liquidation. If the Commissioner finds that the 
collection of the tax of a corporation for the current or last preceding tax- 
able year will be jeopardized by the distribution of all or a portion of the 
assets of such corporation in the liquidation of the whole or any part of 
its capital stock, the Commissioner shall declare the taxable period for 
such taxpayer immediately terminated and shall cause notice of such 
finding and declaration to be given the taxpayer, together with a demand 
for immediate payment of the tax for the taxable period so declared 
terminated and of the tax for the last preceding taxable year or so much 
of such tax as is unpaid, whether or not the time otherwise allowed by 
law for filing return and paying the tax has expired; and such taxes shall 
thereupon become immediately due and payable. 

(b) Security for payment. A taxpayer who is not in default in making 
any return or paying income, war-profits, or excess-profits tax under any 
Act of Congress may furnish to the United States, under regulations to 
be prescribed by the Commissioner, with the approval of the Secretary, 
security approved by the Commissioner that he will duly make the return 
next thereafter required to be filed and pay the tax next thereafter requir- 
ed to be paid. The Commissioner may approve and accept in like manner 
security for return and payment of taxes made due and payable by virtue 
of the provisions of this section, provided the taxpayer has paid in full 
all other income, war-profits, or excess-profits taxes due from birp under 
any Act of Congress. 

(c) Same — exemption from section. If security is approved and ac- 
cepted pursuant to the provisions of this section and such further or other 
security with respect to the tax or taxes covered thereby is given as the 
Commissioner shall from time to time find necessary and require, pay- 
ment of such taxes shall not be enforced by any proceedings under the 
provisions of this section prior to the expiration of the time otherwise al-^ 
lowed for paying such respective taxes. 

(d) Citizens. In the case of a citizen of the United States or of a 
possession of the United States about to depart from the United States 
the Commissioner may, at his discretion, waive any or all of the require- 
ments placed on the taxpayer by this section. 

(e) Departure of alien. No alien shall depart from the United States 
unless he first procures from the collector or ^gent in charge a certificate 
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that he has complied with all the obligations imposed upon him by the 
income, war-profits, and excess-profits tax laws. 

(f) Addition to tax. If a taxpayer violates or attempts to violate this 
section there shall, in addition to all other penalties, be added as part 
of the tax 25 per centum of the total amount of the tax or deficiency in 
the tax, together with interest at the rate of 6 per centum per annum 
from the time the tax became due. 5 3 Stat. 6 3. 

§ 147. Information at source 

(a) Payments of $600 or more. All persons, In whatever capacity 
acting. Including lessees or mortgagors of real or personal property, 
fiduciaries, and employers, making payment to another person, of rent, 
salaries, wages, premiums, annuities, compensations, remunerations, emol- 
uments, or other fixed or determinable gains, profits, and income (other 
than payments described In section 148(a) or 149), of $600 or more in 
any taxable year, or, in the case of such payments made by the United 
States, the officers or employees of the United States having information 
as to such payments and required to make returns in regard thereto by 
the regulations hereinafter provided for, shall render a true and accurate 
return to the Commissioner, under such regulations and in such form and 
manner and to such extent as may be prescribed by him with the approval 
of the Secretary, setting forth the amount of such gains, profits, and In- 
come, and the name and address of the recipient of such payment. 

(b) Returns regardless of amount of payment. Such returns may he 
required, regardless of amounts, (1) in the case of payments of interest, 
and (2) in the case of coUections of items (not payable in the United 
States) of interest upon the bonds of foreign countries and interest upon 
the bonds of and dividends from foreign corporations by persons under- 
taking as a matter of business or for profit the collection of foreign pay- 
ments of such Interest or dividends by means of coupons, checks, or bills 
of exchange. 

(c) Recipient to furnish name and address. When necessary to make 
effective the provisions of this section the name and address of the re- 
cipient of income shall be furnished upon demand of the person paying 
the income. 

(d) Repealed. Sept, 20, 1941, 12:15 p. m., E. S. T., c. 412, Title 1, 
I 116(a), 55 Stat, 698, 53 Stat, 64, amended June 25, 1940, 11:45 a. m., 
E. S. T., c. 419, Title I, § 7(c), 54 Stat. 520; Sept. 20, 1941, 12:15 p. m., 
E. S. T., c, 412, Title I. §§ 112(c), 116(a), (b), 55 Stat. 697, 698; Oct. 
21, 1942, 4:30 p. m., E. W. T., c. 619, Title I, § 131(c) (3), 56 Stat. 828; 
Apr. 2, 1948, 3:18 p. m., B. S. T., c. 168, Title II, § 202(c) (3), 62 Stat. 
114; Oct. 20, 1951, 2:07 p. m., E. S. T., c. 521, Title III, § 333, 66 
Stat. 506. 


Historical Note 


1951 Ajaendineiit. Subsec. (a) amend- 
ed by Act Oct. 25, 1951, to strike out 
‘‘interest’' preceding “rent, salaries". 

Subsec. (b) amended by Act Oct. 20, 
1951. to omit provisions relating to pay- 
ments of interest upon obligations of 
the United States or any agency or in- 
strumentality thereof. 

ia<iS Amendbnaent. Subsec. (a) amended 
by Act Apr. 2, 1948 which struck out $500 
wherever appearing and inserted $600 to 
accommodate the increased exemptions 
under section 25(b) of I.R.C1939. 

1042 Amendment. Subsec. (a) amended 
by Act Oct. 21, 1942, which substituted 
"^$500” for “$750". 


1^1 Amendment. Sub sec. (a) amend- 
ed by Act Sept. 20, 1941, § 112(c), which 
substituted "$750” for "$S0O" wherever 
occurring therein. 

Subsec. (b) amended by Act Sept. 20, 
1941, § 116(b), which renumbered former 
clause “(2)” to be "3" and added a new 
clause "2". 

Subsec. (d) repealed by Act Sept. 20, 
1941. Prior to said repeal, subsec. read 
as follows: "(d) Obligations of United 
States. — The provisions of this section 
shall not apply to the payment of In- 
terest oA obligations of the United 
States,** 
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194© Amendment. Subsec. (a) amend- 
ed by Act June 25, 1940, which substitut- 
ed “$800” for “$1,000” wherever occurring 
therein. 

Effective Date of 1948 Amendment. 

Section 203 of Act Apr. 2, 1948, provided 
that amendments made by sections 201 
and 202 of said Act Apr. 2, 1948, to sec- 
tions 23(y), 25(b) (1), (2), 51(a), 58(a), 
142fa), 147(a), 163(a) (1), and 1622(h) 

<1) of I.R.C.1939 should be applicable to 
taxable years beginning after Dec. 31, 
1947, and that taxable years beginning 
In 1947 and ending in 1948 shall be 
governed by subsec. (d) of section 108 
of I.K.C.1939. 

Effective Date of 1942 Amendment. 

Act Oct. 21, 1942 was made applicable 
to taxable years beginning after Dec. 31, 
1941, by section 101 thereof. 

Effective Date of 1941 Amendment. 

Act Sept. 20, 1941, § 112(c) which amend- 
ed subsec. (a), was made applicable 
only with respect to taxable years be- 
ginning after Dec. 31, 1940, by section 
118 thereof. 

Act Sept. 20, 1941, $ 116(a), (b) which 
repealed subsec. (d) and amended subsec. 
(b) took effect upon the day after the 
date of enactment of that Act, by virtue 
of section 116(c) thereof. 


Effective Date of 1940 Amendment. Act 
June 25, 1940 provided as follows: “The 
amendments made by this title [sections 
1-9 of 1940 Act] except the amendments 
made by section 5 [sections 143, 144 of 
Internal Revenue Code], shall be appli- 
cable only with respect to taxable years 
beginning after December 31, 1939”, by 
section 9 of said Act. 

Treaty Obligations. Section 615 of Act 
Oct. 20, 1951 provided that: “No amend- 
ment made by this Act [Act Oct. 20, 
1951] shall apply in any case where its 
application would be contrary to any 
treaty obligation of the United States.” 

Similar provisions were contained in 
the following Acts: 

1942— Oct. 21, 1942, 4:30 p. m., B.W.T., 
c. 619, Title I, § 109, 56 Stat. 808. 

1941— Sept 20, 1941, 12:15 p m., E.S.T., 
c. 412, Title I, § 108, 55 Stat. 695. 

1940— June 25, 1940, 11:45 a. m., B.S.T., 
c. 419, Title I, § 8, 54 Stat. 620. 

Text of Amendatory Revenue Acts. 
Complete original text of Revenue Acts 
amending this section, 1939 to date, see 
volumes ‘*Title 26 — Internal Revenue 
Acts”. 

legislative History: For legislative 
history and purpose of Act Apr. 2, 1948, 
see 1948 U.S.Code Cong.Service, p. 641. 


§ 148. Indfomiation by corporations 

(a) Dividend payments. Every corporation shall, when reguired by 
the Commissioner, render a correct return, duly verified under oath, of its 
payments of dividends, stating the name and address of each shareholder, 
the number of shares owned by him, and the amount of dividends paid to 
him. 

(b) Profits declared as dividends. Every corporation shall, when re- 
quired by the Commissioner, furnish him a statement of such facts as 
will enable him to determine the portion of the earnings or profits of 
the corporation (Including gains, profits, and income not taxed) accumu- 
lated during such periods as the Commissioner may specify, which have 
been distributed or ordered to be distributed, respectively, to its share- 
holders during such taxable years as the Commissioner may specify. 

(c) Accumulated earnings and profits. When requested by the Com- 
missioner, or any collector, every corporation shall forward to him a 
correct statement of accumulated earnings and profits and the names and 
addresses of the individuals or share holders who would be entitled to the 
same if divided or distributed, and of the amounts that would be payable 
to each. 

(d) Contemplated dissolution or liquidation. Every corporation shall, 
within thirty days after the adoption by the corporation of a resolution 
or plan for the dissolution of the corporation or for the liquidation of 
the whole or any part of its capital stock, render a correct return to the 
Commissioner, verified under oath, setting forth the terms of such resolu- 
tion or plan and such other information as the Commissioner shall, with 
the approval of the Secretary, by regulations prescribe. 

(e) Distributions in liquidation. Every corporation shall, when re- 
quired by the Commissioner, render a correct return, duly verified under 
oath, of its distributions in liquidation, stating the name and address of 
each shareholder, the number and class of shares owned by him, and the 
amount paid to him or, if the distribution is in property other than money, 
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the fair market value (as of the date the distribution is made) of the 
property distributed to him. 

(f) Patronage dividends. Any corporation allocating amounts as pat- 
ronage dividends, rebates, or refunds (whether in cash, merchandise, cap- 
ital stock, revolving fund certificates, retain certificates, certificates of in- 
debtedness, letters of advice, or in some other manner that discloses to 
each patron the amount of such dividend, refund, or rebate) shall render 
a correct return stating (1) the name and address of each patron to whom 
it has made such allocations amounting to $100 or more during the 
calendar year, and (2) the amount of such allocations to each patron. 
If required by the Secretary, any such corporation shall render a correct 
return of all patronage dividends, rebates, or refunds made during the 
calendar year to its patrons. This subsection shall not apply in the case 
of any corporation (including any cooperative or nonprofit corporation en- 
gaged in rural electrification) exempt from taxation under section 101 
(10) or (11) or in the case of any corporation subject to a tax imposed 
by supplement G. 53 Stat. 65, amended June 29, 1939, 10 p. m., E. S. T., 
c. 247, Title IV, § 407, 63 Stat. 884; Aug. 27, 1949, c. 517, § 6, 63 Stat. 
668; Oct. 20. 1951, 2:07 p. m., E. S. T., c. 521, Title III, § 314(c), 65 
Stat. 492. 


Historical Note 


IdSl Amendment. Subsec. (f) added by 
Act Oct 20, 1951, § 314(c). 

1949 Amendment. Former subsec. (f) 
related to compensation of officers and 
employees and was repealed by Act Aug, 
27, 1949. 

1939 Amendment. Subsec. (f), last sen- 
tence, as added by Act June 1939. 

Effective Date of 1951 Amendment. 
Addition of subsec. (f) made applicable 
to calendar year 1951 and subsequent 
calendar years by section 314(d) of Act 
Oct. 21, 1951. 


Treaty Obligations. Section 615 of Act 
Oct. 20, 1951, provided that; “No amend- 
ment made by this Act [Act Oct. 29, 
11^1] shall apply in any case where its 
application would be contrary to any 
treaty obligation of the United States."" 

Text of Amendatory Revenue Acts. 
Complete original text of Revenue Acts 
amending this section, 1939 to date, see 
volumes “Title 26 — ^Internal Revenue 
Acts”. 

I/egislative History: For legislative 
history and purpose of Act Oct. 20, 1951, 
see 1951 U.S.Code Cong. Service, p. 1781. 


§ 149. Returns of brokers 

Every person doing business as a broker shall, when required by the 
Commissioner, render a correct return duly verified under oath, under 
such rules and regulations as the Commissioner, with the approval of the 
Secretary, may prescribe, showing the names of customers for whom such 
person has transacted any business, with such details as to the profits, 
losses, or other information which the Commissioner may require, as to 
each of such customers, as will enable the Commissioner to determine 
whether all income tax due on profits or gains of such customers has been 
paid. 53 Stat. 65. 


§ 150. Collection of foreign items 

All persons undertaking as a matter of business or for profit the col- 
lection of foreign payments of interest or dividends by means of coupons, 
checks, or bills of exchange shall obtain a license from the Commission- 
er and shall be subject to such regulations enabling the Government to 
obtain the information required under this chapter as the Commissioner, 
with the approval of the Secretary, shall prescribe; and whoever know- 
ingly undertakes to collect such payments without having obtained a 
license therefor, or without complying with such regulations, shall be 
guilty of a misdemeanor and shall be fined not more than $5,000 or Im- 
prisoned for not more than one year, or both. 53 Stat. 65. 
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§ 151. Foreign personal holding companies 

For information returns by officers, directors, and large sliareliolders, witli respect 
to foreign personal bolding companies, see sections 338, 339, and 340. 

For information returns by attorneys, accountants, and so forth, as to formation, 
and so forth, of foreign corporations, see section 3604. 

53 Stat. 66. 

§ 152. Pan-American trade corporations 

If a domestic corporation engaged in the active conduct of a trade or 
business within the United States (hereinafter referred to as the ‘'parent 
corporation^’) owns directly 100 per centum of the capital stock of one 
or more domestic corporations each of which is engaged solely in the ac- 
tive conduct of a trade or business in Central or South America (here- 
inafter referred to as a Pan-American trade corporation), such corpora- 
tions (including the “parent corporation”) shall be deemed to be an 
affiliated group of corporations within the meaning of section 141 of this 
chapter, provided that the following conditions are satisfied: 

(1) At least 80 per centum of the gross income for the taxable year 
of the parent corporation is derived from sources other than royalties, 
rents, dividends, interest, annuities, and gains from the sale or exchange 
of stock or securities; and 

(2) At least 90 per centum of the gross income for the taxable year 
of each of the Pan-American trade corporations is derived from sources 
other than royalties, rents, dividends, interest> annuities, and gains from 
the sale or exchange of stock or securities; and 

<3) No part of the gross income for the taxable year of any of the 
Pan-American trade corporations is derived from sources within the Unit- 
ed States. Added June 29, 1939, 10 p. m., E. S. T., c. 247, Title II, § 226, 
53 Stat. 880. 


Historical Note 

Effective Date. Section 229 of Act June 
29, 1939 made section applicable only with 
respect to taxable years beginning after 
Dec. 31, 1939. 

Inapplicability to Taxable Tears Be- 
ginning After 1941. Act Oct. 21, 1942, 

§ 153. Information required from certain tax-exempt organizations 
and certain trusts 

(a) Certain tax-exempt organizations. Every organization described in 
section 101(6) which is subject to the requirements of section 54(f) shall 
furnish annually information, at such time and in such manner as the 
Secretary may by regulations prescribe, setting forth — 

(1) its gross income for the year, 

(2) its expenses attributable to such income and incurred within the 
year, 

(3) its disbursements out of income within the year for the purposes 
for which it is exempt, 

( 4 ) its accumulation of income within the year, 

(5) its aggregate accumulations of income at the beginning of the 
year, 

(6) its disbursements out of principal in the current and prior years 
for the purposes for which It is exempt, and 

(7) a balance sheet showing its assets, liabilities and net worth as of 
the beginning of such year. 

(b) Trusts claiming charitable, etc., deductions under section 162(a). 
Every trust claiming a charitable, etc., deduction under section 162 (a) 
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lor the taxable year sliall furnish information with respect to such taxa- 
ble year, at such time and in such manner as the Secretary may by reg- 
ulations prescribe, setting forth — 

(1) the amount of the charitable, etc., deduction taken under section 
162(a) within such year (showing separately the amount of such deduc- 
tion which was paid out and the amount which was permanently set aside 
for charitable, etc., purposes during such year) , 

(2) the amount paid out within such year which represents amounts 
for which charitable, etc., deductions under section 162(a) have been 
taken in prior years, 

(3) the amount for which charitable, etc., deductions have been taken 
in prior years but which has not been paid out at the beginning of such 
year, 

(4) the amount paid out of principal in the current and prior years 
for charitable, etc., purposes, 

(5) the total income of the trust within such year and the expenses 
attributable thereto, and 

(6) a balance sheet showing the assets, liabilities, and net worth of 
the trust as of the beginning of such year. 

This subsection shall not apply in the case of a taxable year if all the 
net income for such year, determined under the applicable principles of 
the law of trusts, is required to be distributed currently to the bene- 
ficiaries. 

(c) Infonnation available to the public. The information required to 
be furnished by subsections (a) and (b), together with the names and 
addresses of such organizations and trusts, shall be made available to 
the public at such times and in such places as the Secretary may prescribe. 

(d) Penalties. In the case of a willful failure to furnish the informa- 
tion required under this section, the penalties provided in section 145(a) 
shall be applicable. Added Sept, 23, 1950, 3:15 p. m., E.D.T., c. 9 94, 
Title III, Pt IV, § 341(a), 64 Stat. 960, amended May 17, 1951, c. 93, 
65 Stat. 43. 

Historical H’ote 

1»51 Amendment. Subsec. (b) amended Treaty Obllgratlons. Section 214 of 

by Act May 17, 1951, vliich added last Act Sept. 25, 1950, provided that: “No 

par to relieve trusts under which all amendment made by this Act [Act Sept, 

trust net income must be distributed cur- 23, 1950] shall apply in any case where 
rently each year to beneficiary from the its application would be contrary to any 
obligation of filing the special return re- treaty obligation of the United States.” 
quired by this subsec. Text of Amendatory Xtevenue Acts. 

Effective Date of 1961 Amendment. Act Complete original text of Revenue Acts 
May 17, 1951, provided in part that the amending this section, 1939 to date, see 

amendment of subsec. (b) by said Act volumes “Title 26 — ^Internal Revenue 

May 17, 1951 should be effective with Acts”. 

respect t® taxable years beginning after Legislative Hlstoryt For legislaUvo 

Dec. 31, 1919. history and purpose of Act Sept. 23, 

Effective Bate. Section 341(b) of Act 1950, see 1950 U.S.Code Cong.Service, p. 
Sept 23, 1950, provided that this section 3033. 
should be applicable with respect to tax- 
able years beginning after Dec. 31, 1949. 

§ 154. Income taxes of members of armed forces upon death. 

In the case of any individual who dies after June 24, 1950, and prior 
to January 1, 1955, while in active service as a member of the Armed 
Forces of the United States, if such death occurred while serving in a 
combat zone (as determined under section 22 (h) (13)) or as a result of 
wounds, disease, or injury incurred while so serving — 

(a) the tax imposed by this chapter shall not apply with respect to 
the taxable year in which falls the date of his death, or with respect 
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to any prior taxable year ending on or after tlie first day lie so serred 
in a combat zone after June 24, 1950; and 

(b) the tax under this chapter and under the corresponding title 
of each prior revenue law for taxable years preceding those specified 
in clause (a) which is unpaid at the date of his death (including in- 
terest, additions to the tax, and additional amounts) shall not be as- 
sessed, and if assessed the assessment shall be abated, and if collected 
shall be credited or refunded as an overpayment. Added Oct. 20, 1951, 
2:07 p. m., E.S.T., c. 521, Title III, § 334, 65 Stat. 507, amended Aug. 
15, 1953, c. 512, Titie I, § 104, 67 Stat. 616. 


Historical Note 


195S Amendment. Act Aug. 15, 1953 
amended section by extending for one 
year, until Jan. 1, 1955, the period of 
abatement of income taxes of deceased 
members of the Armed Forces. 

Treaty Obligations. Section 615 of Act 
Oct. 20, 1951, provided that: “No amend- 
ment made by this Act [Act Oct. 20, 
1951] shall apply in any case where its 
application would he contrary to any 
treaty obligation af the United States.** 


Text of Amendatory Revenue Acts. 
Complete original text of Revenue Acts 
amending this section, 1939 to date, see 
volumes “Title 26 — Internal Revenue 
Acts”. 

legislative History: For legislative 
history and purpose of Act Oct. 20, 1951, 
see 1951 TJ.S Code Cong.Service, p. 1781. 
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§ 161. Imposition of tax 

(a) Application of tax. The taxes imposed by this chapter (other than 
the tax imposed by subchapter E, relating to tax on self-employment in- 
come) upon individuals shall apply to the income of estates or of any 
kind of property held in trust, including — 

(1) Income accumulated in trust for the benefit of unborn or unas- 
certained persons or persons with contingent interests, and income accu- 
mulated or held for future distribution under the terms of the will or 
trust ; 

( 2 ) Income which Is to be distributed currently by the fiduciary to the 
beneficiaries, and income collected by a guardian of an infant which is to 
be held or distributed as the court may direct; 

(3) Income received by estates of deceased persons during the period 
of administration or settlement of the estate; and 

(4) Income which, in the discretion of the fiduciary, may be either 
distributed to the beneficiaries or accumulated. 

(b) Computation and payment. The tax shall be computed upon the 
net income of the estate or trust, and shall be paid by the fiduciary, ex- 
cept as provided in section 166 (relating to revocable trusts) and section 
167 (relating to income for benefit of the grantor) . 

(c) Cross reference 

For return made by beneficiary, see section 142. 

53 Stat. 66. amended Aug. 28, 1950, c. 809, Title II, § 208(d) (7), 64 
Stat. 546. 


Historical Note 


1050 Amendment. Subsec. (a) amended 
by Act Ang. 28, 1950, which inserted 
“(other than • • • self-employment 
income)*’ Immediately following “The 
taxes imposed by this chapter”. 

Text of Amendatory Revenue Acts. 
Complete original text of Revenue Acts 


amending this section, 1939 to date, see 
volumes “Title 26 — Internal Revenue 
Acts”. 

Legislative History: For legislative 
history and purpose of Act Aug. 28, 1950, 
see 1950 U.S.Code Cong.Service, p. 3287. 
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§ 162 . Net income 

The net income of tlie estate or trust shall be computed in the same 
manner and on the same basis as in the case of an individual, except 
that — 

(a) Subject to the provisions of subsection (g), there shall be allowed 
as a deduction (in lieu of the deduction for charitable, etc., contributions 
authorized hy section 23 (o)) any part of the gross income, without lim- 
itation, which pursuant to the terms of the will or deed creating the trust, 
is during the taxable year paid or permanently set aside for the purposes 
and in the manner specified in section 23 (o), or is to be used exclusively 
for religious, charitable, scientific, literary, or educational purposes,^ or 
for the prevention of cruelty to children or animals, or for the establish- 
ment, acquisition, maintenance or operation of a public cemetery not op- 
erated for profit. Where any amount of the income so paid or set aside 
is attributable to gain from the sale or exchange of capital assets held for 
more than six months, proper adjustment of the deduction otherwise al- 
lowable under this subsection shall be made for any deduction allowable 
to the trust under section 23 (ee); 

(h) There shall he allowed as an additional deduction in computing 
the net income of the estate or trust the amount of the income of the 
estate or trust for its taxable year which is to be distributed currently by 
the fiduciary to the legatees, heirs, or beneficiaries, but the amount so 
allowed as a deduction shall be included in computing the net income of 
the legatees, heirs, or beneficiaries whether distributed to them or not. 
As used in this subsection, ‘‘income which is to be distributed currently” 
includes income for the taxable year of the estate or trust which, within 
the taxable year, becomes payable to the legatee, heir, or beneficiary. 
Any amount allowed as a deduction under this paragraph shall not be al- 
lowed as a deduction under subsection (c) of this section in the same or 
any succeeding taxable year; 

(c) In the case of income received by estates of deceased persons 
during the period of administration or settlement of the estate, and in 
the case of income which, in the discretion of the fiduciary, may be either 
distributed to the beneficiary or accumulated, there shall be allowed as 
an additional deduction in computing the net income of the estate or 
trust the amount of the income of the estate or trust for its taxable 
year, which is properly paid or credited during such year to any legatee, 
heir, or beneficiary, but the amount so allowed as a deduction shall be 
included in computing the net income of the legatee, heir, or beneficiary; 

(d) Rules for application of subsections (b) and (c).i For the pur- 
poses of subsections (b) and (c) — 

(1) Amounts distributable out of income or corpus. In cases where 
the amount paid, credited, or to be distributed can be paid, credited, or 
distributed out of other than income, the amount paid, credited, or to be 
distributed (except under a gift, bequest, devise, or inheritance not to be 
paid, credited, or distributed at intervals) during the taxable year of the 
estate or trust shall be considered as income of the estate or trust which 
is paid, credited, or to he distributed if the aggregate of such amounts so 
paid, credited, or to be distributed does not exceed the distributable in- 
come of the estate or trust for its taxable year. If the aggregate of such 
amounts so paid, credited, or to be distributed during the taxable year 
of the estate or trust in such cases exceeds the distributable income of 
the estate or trust for its taxable year, the amount so paid, credited, or 
to be distributed to any legatee, heir, or beneficiary shall be considered 
income of the estate or trust for its taxable year which is paid, credited, 
or to be distributed in an amount which bears the same ratio to the amount 
of such distributable income as the amount so paid, credited, or to be 
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distributed to the legatee, beir, or beneficiary bears to tbe aggregate 
of such amounts so paid, credited, or to be distributed to legatees, heirs, 
and beneficiaries for the taxable year of the estate or trust. For the pur- 
poses of this paragraph “distributable income'* means either (A) the net 
income of the estate or trust computed with the deductions allowed un- 
der subsections (b) and (c) in cases to which this paragraph does not 
apply, or (B) the income of the estate or trust minus the deductions 
provided in subsections (b) and (c) in cases to which this paragraph 
does not apply, whichever is the greater. In computing such distributable 
income the deductions under subsections (b) and (c) shall be determined 
without the application of paragraph (2). 

(2) Amotmts distributable out of income of prior period. In cases, 
other than cases described in paragraph ( 1 ) , if on a date more than 6 5 
days after the beginning of the taxable year of the estate or trust, income 
of the estate or trust for any period becomes payable, the amount of such 
income shall be considered income of the estate or trust for its taxable 
year which is paid, credited, or to be distributed to the extent of the in- 
come of the estate or trust for such period, or if such period is a period 
of more than 12 months, the last 12 months thereof. 

(3) Distributions in first 65 days of taxable year. 

(A) General role. If within the first 65 days of any taxable year of 
the estate or trust, income of the estate or trust, for a period beginning 
before the beginning of the taxable year, becomes payable, such income, 
to the extent of the income of the estate or trust for the part of such 
period not falling within the taxable year or, if such part is longer than 
12 months, the last 12 months thereof, shall be considered, paid, credited, 
or to be distributed on the last day of the preceding taxable year. This 
subparagraph shall not apply with respect to any amount with respect to 
which subparagraph (B) applies. 

(B) Payable out of income or corpus. If within the first 65 days of 
any taxable year of the estate or trust, an amount which can he paid at 
intervals out of other than income becomes payable, there shall be con- 
sidered as paid, credited, or to be distributed on the last day of the pre- 
ceding taxable year the part of such amount which bears the same ratio 
to such amount as the part of the interval not falling within the taxable 
year bears to the period of the interval. If the part of the interval not 
falling within the taxable year is a period of more than 12 months, the 
interval shall be considered to begin on the date 12 months before the 
end of the taxable year. 

(4) Excess deductions. If for any taxable year of an estate or trust 
the deductions allowed under subsection (b) or (c) solely by reason of 
paragraph (2) or (3) (A) in respect of any income which becomes paya- 
ble to a legatee, heir, or beneficiary exceed the net income of the estate 
or trust for such year, computed without such deductions, the amount of 
such excess shall not be included in computing the net income of such 
legatee, heir, or beneficiary under subsection (b) or (c). In cases where 
the income deductible solely by reason of paragraph (2) or (3) (A) 
becomes payable to two or more legatees, heirs, or beneficiaries, the 
benefit of such exclusion shall be divided among such legatees, heirs, and 
beneficiaries, in the proportions in which they share in such income. In 
any case where the estate or trust is entitled to a deduction by reason of 
paragraph (1), in the determination of the net income of the estate or 
trust for the purposes of this paragraph the amount of such deduction 
shall he determined with the application of paragraph (3) (A). 

(e) Amounts allowable under section 812(b) as a deduction in com- 
puting the net estate of a decedent shall not be allowed as a deduction 
under section 23, except subsection (w), in computing the net income of 
the estate unless there is filed, within the time and in the manner and 
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form prescribed by tbe Cominissioner, a statement that tbe items bare 
not been claimed or allowed as deductions under section 812(b) and a 
waiver of tbe right to bare such items allowed at any time as deductions 
under section 812(b). 

(f) The standard deduction provided in section 23 (aa) shall not be 
allowed. 

(g) Holes for application of snbsectioii (a) in the case of trusts. 

(1) Trade or business income. In computing the deduction allowable 
under subsection (a) to a trust for any taxable year beginning after De- 
cember 31, 1950, no amount otherwise allowable under subsection (a) as 
a deduction shall be allowed as a deduction with respect to income of the 
taxable year which is allocable to its Supplement U business income for 
such year. As used in this paragraph the term '^Supplement TJ business 
income*' means an amount e<iual to the amount which, if such trusts were 
exempt under section 101(6) from taxation, would be computed as its 
unrelated business net income under section 422 (relating to income de- 
rived from certain business activities and from certain leases) . 

(2) Operations of trusts. 

(A) liimitation on charitable, etc., deduction. The amount otherwise 
allowable under subsection (a) as a deduction shall not exceed 15 per 
centum of the net income of the trust (computed without the benefit of 
subsection (a)) if the trust has engaged in a prohibited transaction, as 
defined in subparagraph (B) of this paragraph. 

(B) Prohibited transactions. For the purposes of this paragraph the 
term "prohibited transaction” means any transaction after July 1, 19 50, 
in which any trust while holding income or corpus which has been per- 
manently set aside or is to be used exclusively for charitable or other pui- 
poses described in subsection (a) — 

(1) lends any part of such income or corpus, without receipt of ade- 
quate security and a reasonable rate of interest, to ; 

(ii) pays any compensation from such income or corpus, in excess of 
a reasonable allowance for salaries or other compensation for personal 
services actually rendered, to; 

(iil) makes any part of its services available on a preferential basis 
to; 

(iv) uses such income or corpus to make any substantial purchase of 
securities or any other property, for more than an adequate consideration 
in money or money’s worth, from; 

(v) sells any substantial part of the securities or other property com- 
prising such income or corpus, for less than an adequate consideration 
in money or money’s worth, to; or 

(Vi) engages in any other transaction which results In a substantial 
diversion of such income or corpus to; 

the creator of such trust; any person who has made a substantial contri- 
bution to such trust; a member of the family (as defined in section 24(b) 
(2) (D) ) of an individual who is the creator of the trust or who has made 
a substantial contribution to the trust; or a corporation controlled by 
any such creator or person through the ownership, directly or indirectly, 
of 50 per centum or more of the total combined voting power of all classes 
of stock entitled to vote or 50 per centum or more of the total value of 
shares of all classes of stock of the corporation. 

(0) Taxable years affected. The amount otherwise allowable under 
subsection (a) as a deduction shall be limited as provided in subparagraph 
(A) only for taxable years subsequent to the taxable year during which 
the trust is notified by the Secretary that it has engaged in such transac- 
tion, unless such trust entered into such prohibited transaction with the 
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purpose of diverting such corpus or income from the purposes describei 
in subsection (a) , and such transaction involved a substantial part of sue] 
corpus or income. 

(D) Future charitable, etc., deductions of trusts denied deduction un 
der subparagraph (C). If the deduction of any trust under subsectioi 
(a) has been limited as provided in this paragraph, such trust, with re 
spect to any taxable year following the taxable year in which notice i 
received of limitation of deduction under subsection (a), may, under reg 
ulations prescribed by the Secretary, file claim for the allowance of th< 
unlimited deduction under subsection (a), and if the Secretary, pursuan 
to such regulations, is satisfied that such trust will not knowingly agaii 
engage in a prohibited transaction, the limitation provided in subpara 
graph (A) shall not he applicable with respect to taxable years subse 
quent to the year In which such claim is filed. 

(3E3) Disallowance of certain charitable, etc., deductions. No gift o] 
bequest for religious, charitable, scientific, literary, or educational pur 
poses (including the encouragement of art and the prevention of cruelt] 
to children or animals), otherwise allowable as a deduction under sectloi 
23(0) (2). 23(a) (2), 162(a), 505(a) (2), 812(d), 861(a) (3). 1004 
(a) (2) (B), or 1004(b) (2) or (3), shall be allowed as a deduction il 
made in trust and, in the taxable year of the trust In which the gift oi 
bequest is made, the deduction allowed the trust under subsection (g.) 
is limited by subparagraph (A). With respect to any taxable year of a 
trust in which such deduction has been so limited by reason of entering 
into a prohibited transaction with the purpose of diverting such corpus 
or income from the purposes described in subsection (a) , and such trans- 
action involved a substantial part of such income or corpus, and which 
taxable year is the same, or prior to the, taxable year of the trust in 
which such prohibited transaction occurred, such deduction shall be dis- 
allowed the donor only if such donor or (if such donor is an Individual) 
any member of his family (as defined in section 24(b) (2) (D)) was a 
party to such prohibited transaction. 

(F) Definition. For the purposes of this paragraph the term or 

bequest'' means any gift, contribution, bequest, devise, legacy, or transfer. 

(3) Cross reference. For disallowance of certain charitable, etc., de- 
ductions otherwise allowable under subsection (a), see section 3813. 

(4) Accumulated income. If the amounts permanently set aside, or to 
be used exclusively, for the charitable and other purposes described in 
subsection (a) during the taxable year or any prior taxable year and not 
actually paid out by the end of the taxable year — 

(A) are unreasonable in amount or duration In order to carry out such 
purposes of the trust; or 

(B) are used to a substantial degree for purposes other than those de- 
scribed in subsection (a) ; or 

(C) are invested in such a manner as to jeopardize the Interests of the 
religious, charitable, scientific, etc., beneficiaries, 

the amount otherwise allowable under subsection (a) as a deduction shall 
be limited to the amount actually paid out during the taxable year and 
shall not exceed 15 per centum of the net income of the trust (computed 
without the benefit of subsection (a)). 53 Stat. 66, amended Oct 21, 

1942, 4:30 p. m., E. W. T., c. 619, Title I, §§ lll(b, c), 161(a), 56 Stat. 
809, 861; Feb. 25, 1944, 12:49 p. m., B. W. T., c. 63, Title I, § 133(a), 
58 Stat 50; May 29, 1944, 7 p. m., B. W, T., c. 210, Part I, § 9(b) (1), 
58 Stat 237; Sept 23, 1950, 3:15 p. m., E. D. T., c. 994, Title III, § 321, 
€4 Stat 954; Oct 20, 1951, 2:07 p. m., B. S. T., c. 521, Title III, § 322 
(c) (5), 65 Stat 500. 

1 So in original. Subsecs, (a) -(c), (e), and (f) were enacted witkont a catdbiline. 
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Historical Note 


1951 Amendment. Subsec. (a) amend- 
ed by Act Oct. 20, 1951, adding second 
sentence, 

1950 Amendment. Subsec. (a) amended 
by Act Sept. 23, 1950, | 321(b), which 
substituted “Subject to the provisions of 
subsection (g), there shall be allowed as 
a deduction” in lieu of “There shall be 
allowed as a deduction”. 

Sub sec. (g) added by Act Sept. 23, 1950, 
I 321<a). 

1944 Amendments. Subsec. (d) amend- 
ed by Act Feb- 25, 1944, which added par. 
4. 

Subsec. (f) added by Act May 29, 1944. 

1942 Amendment. Subsecs, (b) and (c) 
amended and snbsees. (d) and (e) added 
by Act Oct. 21, 1942. 

Effective Date of 1951 Amendment, 
Amendment of subsec. (a) made applica- 
ble only with respect to taxable years 
beginning on or after Oct 20, 1951, by 
section 322(d) of Act Oct. 20, 1951. 

Effective Date of 1950 Amendment. 
Section 322 of Act Sept. 23, 1950, provid- 
ed that : “The amendments made by this 
part [amending subsecs, (a) and (g) of 
this section] shall be applicable only 
with respect to taxable years beginning 
after December 31. 1950, except that sub- 
section (g) (2) (E) of section 162 of the 
Internal Revenue Code, [subsec (g) (2) 
(E) of this section] added by section 321 
(a) of this Act, shall apply only with 
respect to gifts or bequests (as defined 
in section 162(g) (2) (F) of the Internal 
Revenue Code [subsec. (g) (2) (F) of this 
section}) made on or after January 1, 
1951.” 

Effective Date of 1944 Amendments. 
Amendment adding subsec- (f), made ap- 
plicable to taxable years beginning after 
Dec. 31, 1943, by section 2 of Act May 29, 
1944. 

Amendment of subsec. (d) made effec- 
tive by section 133(b) of Act Feb. 25, 
1944, as follows : “The amendment made 
by subsection (a) shall be effective as 
if it were a part of section 111 of the 
Revenue Act of 1942 [sections 22, 162, 164 
and notes thereto of I.R.C.1939] on the 
date of its enactment. [Oct. 21, 1942, 
4:30 p. m., E.W.T.] ” 

Effective Date of 1942 Amendment. 
Amendment of subsecs, (b-d) by Act 
Oct. 21, 1942, § lll(b, c), was made ef- 
fective by section 111(e) thereof as fol- 
lows: “(e) The amendments made by 
this section [to sections 22(b) (3), 162 
(b-d) and 1641 shall be applicable only 
with respect to taxable years beginning 
after December 31, 1941; except that in 
the case of income paid, credited or to be 
distributed or amounts paid, credited or 
to be distributed by an estate or trust 
the amendments made by this section 
shall be applicable only with respect to 
such income and such amounts paid, 


credited or to be distributed on or after 
the beginning of the first taxable year 
of the estate or trust, as the case may 
be, beginning after December 31, 1941.’* 

Amendment by Act Oct. 21, 1942, § 161 
(a), adding subsec. (e), was made effec- 
tive by section 161(b) thereof as fol- 
lows: “(b) The amendment made by 
subsection (a) [to subsec. (e)l insofar 
as it relates to section 23(a) (2) shall 
be applicable with respect to the same 
taxable years and the same revenue laws 
as the amendments made by section 121 
(relating to non-trade or non-business 
deductions) of this Act [sections 23(a) 
(1) and 24(a) (5) and notes thereunder] ; 
and the other provisions shall be applica- 
ble to taxable years beginning after De- 
cember 31, 1941.” 

Abatement of Tax on Certain Trusts 
for Members of Armed Forces Dying in 
Service. Section 345 of Act Oct. 21, 1951, 
2:07 p. m-, E.S.T., c. 521, Title III, | 
345, 65 Stat. 517, provided that: 

“In the case of a trust which accumu- 
lated income for a beneficiary who died 
on or after December 7, 1941, and be- 
fore January 1, 1948, while in active 
Bervlce as a member of the military or 
naval forces of the United States or of 
any of the other United Nations, there 
shall be allowed as a deduction in com- 
puting the net income of such trust (in 
addition to other deductions allowable 
under sections 23 and 162 of the Internal 
Revenue Code) [sections 23 and 162 of 
I.R.C.1939] income of the trust for any 
taxable year (before diminution for in- 
come tax) which was accumulated for 
such beneficiary if — 

“(1) the income accumulated was for 
a taxable year of the trust which end- 
ed with or within a taxable year (end- 
ing on or after December 7, 1941) of 
such beneficiary during any part of 
which he was a member of such military 
or naval forces, or, in the case of the 
taxable year of the trust during which 
such beneficiary died, the income ac- 
cumulated was for the period in snch 
taxable year prior to the death of such 
beneficiary ; and 

“(2) the amount of such accumulated 
income was, without regard to this sec- 
tion, taxable to the trust, and 

“(3) the income for such taxable year 
accumulated for the beneficiary, if not 
distributed to him prior to Ms death, 
was payable by the trust at or after his 
death only to his estate, spouse, or lineal 
ancestors or descendants.” 

Refund or credit of overpayment re- 
sulting from application of section 845 of 
Revenue Act of 1951. Act Aug. 9, 1955, c. 
670, 69 Stat. 607, provided: “That if re- 
fund or credit of an overpayment result- 
ing from the application of section 345 of 
the Revenue Act of 1951 [set out as a note 
under this section] (relating to abatement 
of tax on certain trusts for members of 
Armed Forces dying in service) is pre- 
vented on the date of the enactment of 
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tills Act [August 9, 1955] by tbe operation 
of any law or role of law (other than 
section 3760) of the Internal Revenue Code 
of 1939 or section 7121 of the Internal 
Revenue Code of 1954, relating to closing 
agreements, and other than section 3761 
of the Internal Revenue Code of 1939 or 
section 7122 of the Internal Revenue Code 
of 1951, relating to compromises), re- 
fund or credit of such overpayment may, 
nevertheless, be made or allowed if claim 
therefor is filed within one year after the 
date of the enactment of this Act [Au- 
gust 9, 1955]. No interest shall be al- 
lowed or paid on any overpayment if re- 
fund or credit of such overpayment 
would not be allowable but for this 
Act.” 

Treaty Obligations. Section 615 of Act 
Oct 20, 1951, provided that: “No amend- 
ment made by this Act [Act Oct. 20, 1951] 
shall apply in any case where Its appli- 
cation wonid be contrary to any treaty 


obligation of the United States.” Similar 
provisions were contained in the follow- 
ing Acts: 

1950— Sept. 23, 1950, 3:15 p. m., R.D.T., 
e. 994, Title II, § 214, 64 Stat. 937. 

1944— Feb. 25, 1944, 12:49 p. m., E.W.T., 
c. 63, Title I, § 136, 58 Stat. 53. 

1942— Oct. 21, 1942, 4:30 p. m., E W.T., 
c. 619, Title I, § 109, 56 Stat. SOS. 

Text of Amendatory Revenue Acts. 
Complete original text of Revenue Acts 
amending this section, 1939 to date, see 
volumes “Title 26 — Internal Revenue 
Acts”. 

Xegislative History and Congressional 
Comment: For legislative history and 
purpose of Act Oct. 20, 1951, see 1951 
U.S.Code Cong.Service, p. 1781. See, al- 
so, Acts Sept. 23, 1950, 1950 U.S.Code 
Cong Service, p. 3053 ; May 29, 1944, 
1944 U.S.Code Cong.Service, p. 1056. 


§ 163. Credits against net income 

(a) Credits of estate or trust. 

(1) For the purpose of the normal tax and the surtax, an estate shall 
be allowed, in lieu of the exemptions under section 25(b) (1). a credit of 
$6 00 against net income, and a trust shall be allowed, in lieu of the ex- 
emptions under section 25(b) (1), a credit of $100 against net income. 

( 2 ) If no part of the income of the estate or trust is included in com- 
puting the net income of any legatee, heir, or beneficiary, then the estate 
or trust shall be allowed the same credits against net income for interest 
as are allowed by section 25(a). 

(b) Credits of beneficiary. If any part of the Income of an estate or 
trust is included in computing the net income of any legatee, heir, or 
beneficiary, such legatee, heir, or beneficiary shall, for the purpose of the 
normal tax, be allowed as credits against net income, in addition to the 
credits allowed to him under section 25, his proportionate share of such 
amounts of interest specified in section 25(a) as are, under this Supple- 
ment, required to be included in computing his net income. Any remain- 
ing portion of such amounts specified in section 25(a) shall, for the pur- 
pose of the normal tax, be allowed as credits to the estate or trust. 

(c) Credits of estate or trust and beneficiary in case of bond premium. 
If the estate or trust elects under section 125 to treat the premium on 
bonds, the interest on which is allowable as a credit under section 26(a) 
(1) or (2), as amortizable, 

(1) For the purposes of subsection (a) (2), the credits allowed by 
section 25(a) shall be reduced as provided in section 125(a) (3) ; 

(2) For the purposes of subsection (b), the proportionate share of the 
legatee, heir, or beneficiary of such interest shall be his proportionate 
share of such interest (determined without regard to this paragraph) 
reduced by so much of the deduction under section 23 (v) as is attributable 
to such share. The remainder of such deduction, for the purposes of the 
last sentence of subsection (b), shaU be applied in reduction of such 
credits of the estate or trust. 63 Stat. 67, amended Oct. 21, 1942, 4:30 
p. m., E. W. T., c. 619, Title I, § 126(d), 66 Stat. 824; May 29, 1944, 
7 p m., E. W. T., c. 210, Part I, § l6(e), 68 ^tat- 239; Nor. 8, 1945, 
5*17 p. m., E. S. T., c. 453, Title I, § 102(b) (6), 59 Stat. 559; Apr. 2, 
1948, 3:18 p. m., E. S. T.. c. 168, Title II. § 202(d). 62 Stat 114. 
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Historical Note 


1948 Amendment. Snbsec. (a) (1) 

amended by Act Apr. 2, 1948, wMcb 
struck out $500 and inserted in lieu there- 
of $600 to accommodate the increased 
exemptions under section 25(b) of I.B.C. 
1939. 

1945 Amendment. Subsec. (a) (1) 

amended generally by Act Nor. 8, 1945. 

1944 Amendment. Snbsec. (a) (1) 

amended generally by Act May 29, 19^, 
which, incorporated technical changes ne- 
cessitated by the amendment of section 
25 of I K.C.1939. 

1943 Amendment. Snbsec, (c) added by 
Act Oct. 21, 1942. 

Effective Date of 1948 Amendment. 
Section 203 of Act Apr. 2, 1948, provided 
that amendments made by sections 201 
and 202 of said Act Apr. 2, 1948, to sec- 
tions 23(y), 25(b) (1). (2), 51(a), 58(a), 
142(a), 147(a), 163(a) (1), and 1622(h) 

(1) of I.K.C.1939 should be applicable to 
taxable years beginning after Dec. 31, 
1947. and that taxable years beginning 
in 1947 and ending in 1948 shall he gov- 
erned by snbsec. (d) of section 108 of 
I.B.C.1&39. 

Effective Data of 1945 Amendment. 
Section 102(c) of Act Nov. 8, 1945, pro- 
vided that the amendment of this sec- 
tion was made applicable to taxable 
years beginning ^ter Dec. 31, 1945. 

§ 164. Different taxable years 


For treatment of taxable years beginning 
in 1945 and ending in 1946, see sections 
108 and 710 of I.R.C.1939. 

Effective Date of 1944 Amendmetit. 
Section 2 of Act May 29, 1944, provided 
that the amendment of this section was 
made applicable to taxable years be- 
ginning after Dec. 31, 1943. 

Effective Date of 1943 Amendment. 
Section 101 of Act Oct. 21, 1942, pro- 
vided that the amendment of this section, 
was made applicable to taxable years 
beginning after Dec. 31, 1941. 

Treaty Obligations. Section 109 of Act 
Oct. 21, 1942, provided as follows: “No 
amendment made by this title [sections 
101-172, 181-186 of 1942 Act] shall apply 
in any case where its application would 
be contrary to any treaty obligation of 
the United States.” 

Text of Amendatory Kevenno Acts. 
Complete original text of Revenue Acts 
amending this section, 1939 to date, see 
volumes “Title 26— Internal Revenue 
Acts”. 

X«gislatlve Blstory and Congressional 
Comment: For legislative history and 
purpose of Act Apr, 2, 1948, see 1948 
U.S.Code Cong.Service, p. 541. See, al- 
so, Acts Nov. 8, 1945, 1945 U.S.Code Cong. 
Service, p. 814; May 29, 1944. 1944 U.S. 
Code Cong.Service, p. 1056. 


If the taxable year of a legatee, heir, or beneficiary Is different from 
that of the estate or trust, the amount which he is required, under section 
162(b), to include in computing his net income, shall be based upon the 
income of the estate or trust for any taxable year of the estate or trust 
(whether beginning on, before, or after January 1, 1939) ending within 
or with his taxable year. 53 Stat. $7, amended Oct. 21, 1942, 4:30 p. m., 
E. W. T„ c. 619, Title I. § 111(d), 56 Stat 810. 


Historical Note 


1942 Amendment. Act Oct. 21, 1942, 
amended section by inserting “legatee, 
heir, or beneficiary” In lieu of “bene- 
ficiary”. 

Effective Date of 1942 Amendment. 
Section 111(e) of Act Oct. 21, 1942, pro- 
vided as follows: “(e) The amendments 
made by this section Ito sections 23(b) 
(S), 162 (b — d), and 164] shall be appli- 
cable only with respect to taxable years 
beginning after December 31, 1941; ex- 
cept that in the case of income paid, 
credited or to be distributed or amounts 
paid, credited or to be distributed by an 
estate or trust the amendments made by 
this section shall be applicable only with 
respect to such income and such amounts 
paid, credited or to be distributed on or 


after the beginning of the first taxable 
year of the estate or trust, as the case 
may be, beginning after December 31, 
1941.” 

Treaty Obligations. Section 109 of Act 
Oct. 21, 1942, provided as follows: “No 
amendment made by this title [sections 
101-172, 181-186 of 1942 Act] shall apply 
in any case where Its application would 
be contrary to any treaty obligation of 
the United States.” 

Text of Amendatory Bevenne Acts. 
Complete original text of Revenue Acts 
amending this section, 1939 to date, see 
volumes “Title 26 — ^Internal Revenue 
Acts”. 


§ 165. Employees’ trusts 

(a) Exemption from tax. A trust forming part of a stock bonus, peii~ 
Sion, or profit-sharing plan of an employer for the exclusive benefit of his 
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employees or their beneficiaries shall not be taxable under this supplement 
and no other provision of this supplement shall apply with respect to such 
trust or to its beneficiary — 

(1) if contributions are made to the trust by such employer, or 
employees, or both, for the purpose of distributing to such employees 
or their beneficiaries the corpus and income of the fund accumulated 
by the trust in accordance with such plan; 

(2) if under the trust instrument it is impossible, at any time prior 
to the satisfaction of all liabilities with respect to employees and 
their beneficiaries under the trust, for any part of the corpus or 
income to be (within the taxable year or thereafter) used for, or 
diverted to, purposes other than for the exclusive benefit of his em- 
ployees or their beneficiaries; 

( 3 ) if the trust, or two or more trusts, or the trust or trusts and 
annuity plan or plans are designated by the employer as constituting 
parts of a plan intended to qualify under this subsection which bene- 
fits either — 

(A) 70 per centum or more of all the employees, or 80 per 
centum or more of all the employees who are eligible to benefit 
under the plan if 70 per centum or more of all the employees 
are eligible to benefit under the plan, excluding in each case 
employees who have been employed not more than a minimum 
period prescribed by the plan, not exceeding five years, em- 
ployees whose customary employment is for not more than 
twenty hours in any one week, and employees whose customary 
employment is for not more than five months in any calendar 
year, or 

(B) such employees as qualify under a classification set up by 
the employer and found by the Commissioner not to be dis- 
criminatory in favor of employees who are officers, sharehold- 
ers, persons whose principal duties consist in supervising the 
work of other employees, or highly compensated employees; 

and 

(4) if the contributions or benefits provided under the plan do 
not discriminate in favor of employees who are officers, shareholders, 
persons whose principal duties consist in supervising the work of 
other employees, or highly compensated employees. 

(5) A classification shall not be considered discriminatory within 

the meaning of paragraphs (3) (B) or (4) of this subsection merely 
because it excludes employees the whole of whose remuneration con- 
stitutes ^'wages’* under section 1426(a) (1) (relating to the Federal 
Insurance Contributions Act) or merely because It is limited to 
salaried or clerical employees. Neither shall a plan be considered 
discriminatory within the meaning of such provisions merely be- 
cause the contributions or benefits of or on behalf of the employees 
under the plan bear a uniform relationship to the total compensation, 
or the basic or regular rate of compensation, of such employees, or 
merely because the contributions or benefits based on that part of an 
employee’s remuneration which is excluded from "wages” by section 
1426(a) (1) differ from the contributions or benefits based on 

employee’s remuneration not so excluded, or differ because of any 
retirement benefits created under State or Federal law. 

( 6 ) A plan shall be considered as meeting the requirements of 
paragraph (3) of this subsection during the whole of any taxable 
year of the plan if on one day In each quarter it satisfied such re- 
quirements. 

(b) Taxability of beneficiary.. The amount actually distributed or 
made available to any distributee by any such trust shall l^e taxable to 
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tlim, in tlie year in wliicli so distributed or made available, under section 
22(b) (2) as if it were an annuity tbe consideration for wbicb is the 
amounts contributed by the employee, except that if the total distributions 
payable with respect to any employee are paid to the distributee within 
one taxable year of the distributee on account of the employee's separa- 
tion from the service, the amount of such distribution to the extent exceed- 
ing the amount contributed by the employee, shall be considered a gain 
from the sale or exchange of a capital asset held for more than 6 months* 
Where such total distributions include securities of the employer corpora- 
tion there shall be excluded from such excess the net unrealized apprecia- 
tion attributable to that part of the total distributions which consists of 
the securities of the employer corporation so distributed* The amount of 
such net unrealized appreciation and the resulting adjustments to basis 
of the securities of the employer corporation so distributed shall be deter- 
mined in accordance with regulations which shall be prescribed by the 
Secretary. For purposes of this subsection, the term ‘‘securities'* means 
only shares of stock and bonds or debentures issued by a corporation with 
interest coupons or in registered form, and the term “securities of the 
employer corporation" includes securities of a parent or subsidiary corpo- 
ration (as defined in section 130A (d) (2) and (3) ) of the employer cor- 
poration. In no event shall the amount actually distributed or made 
available to any distributee include net unrealized appreciation in securi- 
ties of the employer corporation attributable to the amount contributed by 
the employee* Such net unrealized appreciation and the resulting ad- 
justments to basis of such securities shall also be determined in accord- 
ance with regulations which shall he prescribed by the Secretary. 

(c) Treatment of beneficiary of trust not exempt under subsection (a) . 
Contributions to a trust made by an employer during a taxable year of the 
employer which ends within or with a taxable year of the trust for which 
the trust is not exempt under section 165(a) shall be included in the gross 
income of an employee for the taxable year in which the contribution is 
made to the trust in the case of an employee whose beneficial interest in 
such contribution is nonforfeitable at the time the contribution is made. 

(d) Certain employees’ annuities. Notwithstanding subsection (c) or 
any other provision of this chapter, a contribution to a trust by an em- 
ployer shall not be included In the income of the employee in the year in 
which the contribution is made if — 

(1) such contribution is to be applied by the trustee for the pur- 
chase of annuity contracts for the benefit of such employee; 

(2) such contribution la made to the trustee pursuant to a writ- 
ten agreement entered into’ prior to October 21, 1942, between the 
employer and the trustee, or between the employer and the employee; 
and 

(3) under the terms of the trust agreement the employee is not 
entitled during his lifetime, except with the consent of the trustee, 
to any payments under annuity contracts purchased by the trustee 
other than annuity payments. 

The amount so contributed by the employer shall not constitute consid- 
eration paid by the employee for such annuity contract in determining 
the amount of annuity payments required to be Included in his gross in- 
come under section 22(b) (2); except that if the tax imposed by this 
chapter for any taxable year beginning before January 1, 1949, has been 
paid by the employee with respect to such contribution for such year, and 
not credited or refunded, the amount so contributed for such year shall 
constitute consideration paid by the employe© for such annuity contract. 
This subsection shall have no application with respect to amounts con- 
tributed to a trust after June 1, 1949, if the trust on such date was ex- 
empt under subsection (a). For the purposes of this subsection, amounts 
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paid by an employer for the purchase of annuity contracts which are 
transferred to the trustee shall be deemed to be contributions made to a 
trust or trustee and contributions applied by the trustee for the purchase 
of annuity contracts; the term "annuity contracts purchased by the trus^ 
tee* shall include annuity contracts so purchased by the employer and 
transferred to the trustee; and the term "employee* shall include only 
a person who was in the employ of the employer, and was covered by 
the agreement referred to in paragraph (2), prior to October 21, 1942. 
S3 Stat. 67, amended June 29, 1939, 10 p. m., E. S. T., c. 247, Title II, 
I 218, 53 Stat. 876; Oct. 21, 1942, 4:30 p. m., E. W. T., c. 619, Title 
I, § 162(a), 56 Stat 862; Oct. 25, 1949, c. 720, § 5(a), 63 Stat. 893; 
Oct. 20, 1951, 2:07 p. m., E. S. T., c. 521, Title III, § 335(a), 65 Stat. 507; 
July 17, 1952, c. 942, § 1, 66 Stat. 766. 

Historical Note 


Keferences ia Text. Section 1426(a) 
<1) (relating to the Federal Insurance 
Contributions Act), referred to in snbsec 
(a) (5), is section 1426(a) (1) of I.R.C. 
1939, 

1953 Amendment. Subsec. (b) amended 
hy Act July 17, 1952, to extend the ex- 
ception to any distribution of employer 
securities purchased with employee con- 
tributions thus placing employees pur- 
chasing such securities in qualified trust 
plans in same tax light as those acquir- 
ing securities directly. 

1951 Amendment. Sub sec. (h) amend- 
-ed by Act Oct. 20, 1951, adding last sen- 
tence- 

1949 Amendment. Sub sec. (d) added 
by Act Oct. 25, 1949. 

1943 Amendment. Act Oct. 21, 1942, 
amended section in its entirety, adding 
pars. (3-6) to subsec. (a), substituting 
new provisions in suhsec. (h), and add- 
ing subsec. (c). 

1939 Amendment. Subsec. (a) amended 
-and subsec. (b) added by Act June 29, 
1939. 

£lffective Date of 1952 Amendment. 

■Section 2 of Act July 17, 1952 provided 
that the amendment of this section 
should be applicable with respect to tax- 
able years beginning after Dec. 31, 1951. 

Effective Date of 1951 Amendment. 

Amendment of subsec. (h) made appli- 
-cable with respect to distributions made 
after Dec. 31, 1950, by section 335(b) of 
Act Oct. 20, 1951. 

Effective Date of 1949 Amendment. 

■Section 5(b) of Act Oct. 25, 1949, provid- 
•ed that: “The amendment made by sub- 
section (a) shall he applicable to taxa- 
ble years beginning after December 31, 
1938.” 

Effective Date of 1943 Amendment. 

Section 162(d) of Act Oct. 21, 1942, as 
amended by Acts Dec. 17, 1943, c. 346, | 
■3, 57 Stat. 602; Sept. 20, 1944, c. 616, | 2, 
58 Stat. 830, provided as follows: 

“(d) The amendments made by this 
section [to secUons 22(b) (2) (B), 23 (p), 
this section and section 80a-3(c) (13) of 
Title 15] shall be applicable as to both 


the employer and employees only with 
respect to taxable years of the employer 
beginning after December 31, 1941, ex- 
cept that — 

“(1) In the case of a stoch bonus, pen- 
sion, profit-sharing, or annuity plan in 
effect on or before September 1, 1942, 

“(A) such a plan shall not become sub- 
ject to the requirements of section 165 

(а) (3), (4), (5), and (6) until the be- 
ginning of the first taxable year begin- 
ning after December 31, 1942, 

“(B) such a plan shall be considered 
as satisfying the requirements of section 
165(a) (3), (4), (5), and (6) for the period 
beginning with the beginning of the 
first taxable year following December 31, 
1942, and ending June 30, 1945, if the 
provisions thereof satisfy such require- 
ments by June 30, 1945, and if by that 
time all provisions of snch plan which 
are necessary to satisfy snch require- 
ments are in effect and have been made 
effective for all purposes with respect to 
the portion of such period after Decem- 
ber 31, 1943. 

“(C) if the contribution of an employer 
to such a plan in the employer’s taxable 
year beginning in 1942 exceeds the maxi- 
mum amount deductible for such year 
under section 23 (p) (1), as amended by 
this section, the amount deductible in 
such year shall be not less than the sum 
of— 

“(i) the amount paid in such taxable 
year prior to September 1, 1942, and de- 
ductible under section 23(a) or 23(p) 
prior to amendment by this section, and 

“(ii) with respect to the amount paid 
In such taxable year on or after Septem- 
ber 1, 1942, that proportion of tbs 

amount deductible for the taxable year 
under section 23(p) (1), as amended by 
this section, which the number of months 
after August 31, 1942, In the taxable year 
bears to twelve. 

“(2) A stock bonus, pension, profit- 
sharing, or annuity plan — 

“(A) put into effect after September 1, 
1942, and prior to January 1, 1945, shall 
be considered as satisfying the require- 
ments of section 165(a) (3), (4), (5), and 

(б) for the period beginning with the 
date on which it was put into effect and 
ending with June 30, 1945, if all provi- 
sions of the plan which are neceissary to 


satils:^ Bueli requirements are in effect 
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by tbe end of sncb period and have been 
made effective for all purposes with re- 
spect to the portion of such period after 
December 31, 194S ; 

"‘(B) put into effect after December 31, 
1944, shall be considered as satisfying 
the requireraents of section. 165<a) (3), 

(4), (o), and (6) for the period beginning 
with the date on which it was put into 
effect and ending with the 15th day of 
the third month following the close of 
the taxable year of the employer in 
which the plan was put in effect, if all 
provisions of the plan which are neces- 
sary to satisfy such requirements are in 
effect by the end of such period and 
have been made effective for all purposes 
with respect to the whole of such pe- 
riod.” 

Effective Date of 1939 AmendJtnent. 
Section 229 of Act June 29, 1939 provided 
that the amendment of this section was 


made applicable only with respect to tax- 
able years beginning after Dec. 31, 1639. 

Treaty Obligations. Section 615 of Act 
Oct 20, 1951, provided that: ‘‘No amend- 
ment made by this Act [Act Oct. 20, 1951] 
shall apply in any case where its applica- 
tion would be contrary to any treaty ob- 
ligation of the United States.*' 

Similar provisions were contained in 
the following Act: 

1942_-Oct. 21, 1942, 4:30 p m , E W.T., 
c. 619, title I, § 109, 56 Stat. 80S. 

Text of Amendatory Kovemie Acts. 
Complete original text of Revenue Acts 
amending this section. 1939 to date, see 
volumes “Title 26— Internal Revenue 
Acts". 

legislative History; For legislative 
history and purpose of Act July 17, 
1932, see 1952 TJ.S Code Cong, and Adm 
News, p. 2361. See, also, Act Oct. 20, 
1951, 1951 U.SCode Cong.Service, p. 1781 


§ 166. Revocable trusts 

Where at any time the power to revest in the grantor title to any part 
of the corpus of the trust is vested — 

(1) in the grantor, either alone or in conjunction with any person not 
having a substantial adverse interest in the disposition of such part of the 
corpus or the income therefrom, or 

(2) in any person not having a substantial adverse interest in the 
disposition of such part of the corpus or the income therefrom, then the 
income of such part of the trust shall be included in computing the net 
income of the grantor. 53 Stat. 68. 

§ 167. Income for benefit of grantor 

(a) Where any part of the income of a trust — 

(1) is, or in the discretion of the grantor or of any person not having 
a substantial adverse interest in the disposition of such part of the income 
may he, held or accumulated for future distribution to the grantor; or 

(2) may, in the discretion of the grantor or of any person not having 
a substantial adverse interest in the disposition of such part of the income, 
be distributed to the grantor; or 

(3) is, or in the discretion of the grantor or of any person not having 
a substantial adverse interest in the disposition of such part of the income 
may be, applied to the payment of premiums upon policies of insurance on 
the life of the grantor (except policies of insurance irrevocably payable 
for the purposes and in the manner specified in section 23 (o), relating to 
the so-called “charitable contribution" deduction) ; 

then such part of the income of the trust shall be included in computing 
the net income of the grantor. 

(b) As used in this section the term “in the discretion of the grantor" 
means “in the discretion of the grantor, either alone or in conjunction 
with any person not having a substantial adverse interest in the disposition 
of the part of the income in question." 

(c) Income of a trust shall not be considered taxable to the grantor 
under subsection (a) or any other provision of this chapter merely because 
such income, in the discretion of another person, the trustee, or the grantor 
acting as trustee or cotrustee, may be applied or distributed for the sup- 
port or maintenance of a beneficiary whom the grantor is legally obligated 
to support or maintain, except to the extent that such income is so applied 
or distributed. In cases where the amounts so applied or distributed are 
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paid out of corpus or out of other than income for the taxable year, such 
amounts shall be considered paid out of income to the extent of the 
income of the trust for such taxable year which is not paid, credited, or 
to be distributed under section 162 and which is not otherwise taxable to 
the grantor. 53 Stat. 68, amended Feb. 25, 1944, 12:49 p. m., E. W. T., 
c. 63, Title I, § 134(a), 58 Stat. 51. 

Historical Hote 


1944 Amendment, Subsec. (c) added by 
Act Feb. 25, 1844. 

Effective Date of 1944 Amendment. 
Section 134(b) of Act Feb. 25, 1944, pro- 
vided as follows: 

“(1) General Rule. — Except as provid- 
ed in paragraph (2), the amendments 
made by subsection (a) shall be applica- 
ble with respect to taxable years begin- 
ning after December 31, 1942, unless a 
taxable year of the trust beginning in 
1942 ends within a taxable year of the 
grantor beginning in 1943, in which case, 
except as provided in paragraph (2), 
such amendments shall not be applicable 
to such taxable year of the grantor. 

“(2) Retroactive effect. — The amend- 
ments made by subsection (a) shall also 
be applicable with respect to all taxable 
years to which such amendments are not 
made applicable under paragraph (1), in 
the same manner as if snch amendments 
had been a part of the revenue laws ap- 
plicable to such taxable years, but only 
if there are filed with the Commissioner 
(in accordance with regulations pre- 
scribed by him with the approval of the 
Secretary) at such time and by such per- 
sons as may be prescribed under such 
regulations, signed consents that there 
shall be paid, at such time as the Com- 
missioner may prescribe, all of the taxes 
under Chapter 1 of the Internal Revenue 
Code [1939] or under the corresponding 
provisions of prior revenue laws which 
would have been paid for the taxable 
years concerned if such amendments had 
been a part of the revenue laws appli- 
cable to such taxable years. 

“(3) Deficiencies and overpayments. — 
The period of limitations provided in 
sections 275 and 276 of the Internal Reve- 
nue Code [1939] or corresponding provi- 
sions of a prior revenue law on making 
of assessments and the beginning of dis- 


traint or a proceeding in court for col- 
lection shall with respect to any deficien- 
cy resulting from any such consents in- 
clude one year immediately after the 
date such consents were filed, and such 
assessment and collection may be made 
notwithstanding any provision of the in- 
ternal revenue laws or any rule of law 
which would otherwise prevent such as- 
sessment and collection. The period 
within which claim for credit or refund 
may be filed, or credit or refund allowed 
or made if no claim is filed, with respect 
to any overpayment by the grantor re- 
sulting from the consents shall include 
one year immediately after the date of 
the filing of the consents, and credit or 
refund may be allowed or made notwith- 
standing any provision or rule of law 
(other than this subsection, section 3760 
of the Internal Revenue Code [1939] or a 
corresponding provision of prior law, re- 
lating to closing agreements, and section 
3761 of the Internal Revenue Code [1939] 
or a corresponding provision of prior 
law, relating to compromises) which 
would otherwise prevent such credit or 
refund. No interest shall be allowed or 
paid on any overpayment, or assessed on 
any deficiency, resulting from the appli- 
cation of paragraph (2) of this subsec- 
tion.»» 

Treaty Obligations. Section 136 of Act 
Feb. 25, 1944, provided as follows: “No 
amendment made by this title [sections 
101-137 of 1944 Act] shall apply in any 
case where its application would be con- 
trary to any treaty obligation of tbe 
United States.” 

Text of Amendatory Revenue Acts. 
Complete original text of Revenue Acts 
amending this section, 1939 to date, see 
volumes “Title 26 — Internal Revenue 
Acts”. 


§ 108. Taxes of foreign countries and possessions of United States 
The amount of income, war-profits, and excess-profits taxes imposed 
by foreign countries or possessions of the United States shall be allowed 
as credit against the tax of the beneficiary of an estate or trust to the 
extent provided in section 131. 53 Stat. 68. 


§ 169. Common trust funds 

(a) Definitions. The term "common trust fund” means a fund main- 
tained by a bank (as defined in section 104) — 

(1) exclusively for the collective Investment and reinvestment of mon- 
eys contributed thereto by the bank In its capacity as a trustee, executor, 
administrator, or guardian; and 

(2) in conformity with the rules and regulations, prevailing from time 
to time, of the Board of Governors of the Federal Reserve System per- 
taining to the collective Investment of trust funds by national banks. 
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(b) Taxation of common trust funds. A common trust fund shall not 
be subject to taxation under this chapter, subchapters A or B of chapter 2 , 
or section 105 or 105 of the Revenue Act of 1935, 49 Stat. 1017, 1019, or 
chapter 6 and for the purposes of such chapters and subchapters shall not 
be considered a corporation. 

(c) Income of participants in fund 

(1) Inclusions in net income. Each participant in the common trust 
fund in computing its net income shall include, whether or not distributed 
and whether or not distributable — 

(A) As part of its gains and losses from sales or exchanges of capital 
assets held for not more than 6 months, its proportionate share of the 
gains and losses of the common trust fund from sales or exchanges of 
capital assets held for not more than 6 months. 

(B) As part of its gains and losses from sales or exchanges of capital 
assets held for more than 6 months, its proportionate share of the gains 
and losses of the common trust fund from sales or exchanges of capital 
assets held for more than 6 months. 

(C) Its proportionate share of the ordinary net income or the ordinary 
net loss of the common trust fund, computed as provided in subsection 

(d). 

(2) Credit for partially exempt interest. The proportionate share of 
each participant in the amount of interest specified in section 25(a) 
received by the common trust fund shall for the purposes of this Supple- 
ment be considered as having been received by such participant as such 
interest. If the common trust fund elects under section 125 to treat the 
premium on bonds, the interest on which is allowable as a credit under 
section 25(a) (1) or (2), as amortizable, for the purposes of the preced- 
ing sentence the proportionate share of the participant of such interest 
received by the common trust fund shall be his proportionate share of such 
interest (determined without regard to this sentence) reduced by so much 
of the deduction under section 23(v) as is attributable to such share. 

(d) Computation of common trust fund income. The net income of 
the common trust fund shall be computed in the same manner and on the 
same basis as in the case of an individual, except that — 

(1) There shall be segregated the gains and losses from sales or ex- 
changes of capital assets; 

(2) After excluding all items of gain and loss from sales or exchanges 
of capital assets, there shall be computed — 

(A) An ordinary net income which shall consist of the excess of the 
gross income over deductions; or 

(B) An ordinary net loss which shall consist of the excess of the deduc- 
tions over the gross income; 

(3) The so-called “charitable contribution'* deduction allowed by sec- 
tion 23 (o) shall not be allowed. 

(4) The standard deduction provided in section 23 (aa) shall not be 
allowed. 

(e) Admission and withdrawal. No gain or loss shall be realized by 
the common trust fund by the admission or withdrawal of a participant. 
The withdrawal of any participating interest by a participant shall be 
treated as a sale or exchange of such interest by the participant. 

(f) Returns by bank. Every bank (as defined in section 104) main- 
taining a common trust fund shall make a return under oath for each 
taxable year, stating specifically, with respect to such fund, the items of 
gross income and the deductions allowed by this chapter, and shall include 
in the return the names and addresses of the participants who would be 
entitled to share in the net income if distributed and the amount of the 
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proportionate sliare of eacli participant. The return shall be sworn to as 
in the case of a return filed by the bank under section 52. 

(g) Different taxable years of common trust fund and participant. If 
the taxable year of the common trust fund is different from that of a 
participant, the inclusions with respect to the net income of the common 
trust fund, in computing the net income of the participant for its taxable 
year shall be based upon the net income of the common trust fund for 
any taxable year of the common trust fund (whether beginning on, before, 
or after January 1, 19 39) ending within or with the taxable year of the 
participant. 53 Stat. 68, amended Oct. 21, 1942, 4:30 p. m., E. W. T., c. 
619, Title I, §§ 126(e), 150(f), 56 Stat. 824, 825; May 29, 1944, 7 p, m., 
E. W. T., c. 210, Pt. I, § 9(b) (2), 58 Stat. 238. 


Historical Hote 


1944 Amendment. Subsec. (d) amended 
by Act May 29, 1944, which added subd. 
4. 

1942 Amendment. Subsecs (c) (1) (A, 
B), 2 and (d) (1, 2) amended by Act 
Oct. 21, 1942. 

Effectave Date ol 1944 Amendment. 
Section 2 of Act May 29, 1944, provided 
that the amendment of this section was 
made applicable to taxable years begin- 
ning after Dec. 31, 1943. 

Effective Date of 1942 Amendment. 
Section 101 of Act Oct. 21, 1942, provided 
that the amendment of this section was 
made applicable to taxable years begin- 
ning after Dec. 31, 1941. 


Treaty Obligations. Section 199 of Act 
Oct. 21, 1942, provided as follows: “No 
amendment made by this title [sections 
101-172, 181-186 of 1942 Act] shall apply 
in any case where its application would 
be contrary to any treaty obligation of 
the United States.” 

Text of Amendatory Revenue Acts. 
Complete original text of Revenue Acts 
amending this section, 1939 to date, see 
volumes “Title 26 — Internal Revenue 
Acts”. 

Congressional Comment: For legisla- 
tive history and purpose of Act May 29, 
1944, see 1944 U.S.Code Cong.Service, p. 
1056. 


§ 170. I7et operating losses 

The benefit of the deduction for net operating losses allowed by sec- 
tion 23 (s) shall be allowed to estates and trusts under regulations pre- 
scribed by the Commissioner with the approval of the Secretary. The 
benefit of such deduction shall not be allowed to a common trust fund, 
but shall he allowed to the participants in the common trust fund under 
regulations prescribed by the Commissioner with the approval of the Secre- 
tary. Added June 29, 1939, 10 p. m., E. S. T., c. 247, Title II, § 211(c>, 
53 Stat, 868. 


§ 171. Inconie of an estate or trust in case of divorce, etc. 

(a) Inclusion In gross income. There shall be included in the gross 
income of a wife who is divorced or legally separated under a decree of 
divorce or of separate maintenance the amount of the income of any trust 
which such wife is entitled to receive and which, except fbr the provisions 
of this section, would be includible in the gross income of her husband, 
and such amount shall not, despite section 166, section 167, or any other 
provision of this chapter, be includible in the gross income of such hus- 
band, This subsection shall not apply to that part of any such income 
of the trust which the terms of the decree dr trust instrument fix, in terms 
of an amount of money or a portion of such income, as a sum which is 
payable for the support of minor children of such husband. In case such 
income is less than the amount specified in the decree or instrument, for 
the purpose of applying the preceding sentence, such income, to the extent 
of such sum payable for such support, shaU be considered a payment for 
subh support. 

(b) Wife considered a beneficiary. For the purposes of computing the 
net income of the estate or trust and the net Incomd of the wife described 
in section 22 (k) or subsection (a) of this section, such wife shall be 
considered as the beneficiary specified in this supplen^nt. A periodic 
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payment under section 22 (k) to any part of which, the provisions of this 
suppleraent are applicable shall be included in the gross income of the 
beneficiary in the taxable year in which under this supplement such part 
is req.uired to be included. Added Oct. 21, 1942, 4:30 p* m., B- W. T., c. 
S19, Title I, § 120(c), 56 Stat- 817, 


Stistorica.! Note 


Effective Bate. Section 120(g) of Act 
Oct 21, 1942, provided as follows: “The 
amendments made by this section [to 
sections 22(b) (2), (k), 2S(Ti), 25(b) (2) 
(A), 171 and 3797(a) (17)3 shall be appli- 
cable only with respect to taxable years 
beginning after December 31, 1941; ex- 
cept that if the first taxable year begin- 
ning after December 31, 1941, of the hus- 
band does not begin on the same day as 
the first taxable year beginning after 
December 31, 1941, of the wife, such 
amendments shall first become applicable 


in the case of the husband on the first 
day of the wife’s first taxable year be- 
ginning after December 31, 1941, regard- 
less of the taxable year of the husband 
in which such day falls.'’ 

Treaty Obligations. Section 109 of Act 
Oct. 21, 1942, provided as follows: “No 
amendment made by this title [sections 
101-172, 1S1-1S6 of 1942 Act] shall apply 
in any case where its application would 
be contrary to any treaty obligation of 
the United States.'* 


§ 172. Allowance of amortization deduction 

The benefit of the deduction for amortization allowed by section 23 
(t) shall be allowed to estates and trusts in the same manner and to the 
same extent as in the case of an individual. The allowable deduction shall 
be apportioned between the income beneficiaries and the fiduciary under 
regulations prescribed by the Commissioner with the approval of the 
Secretary. Added Oct. 21, 1942, 4:30 p. m., E. T., c. 619, Title I, § 155 
(g), 56 Stat. 851, amended Aug. 15, 1953, c. 512, Title II, § 206(b) (2), 
67 Stat. 622. 


Historical Note 


1953 Amendment. Act Aug. 15, 1953 
amended section by striking out the 
words “of emergency facilities,** 

Effective Bate of 1953 Amendment. 

Section 206(c) of Act Aug. 15, 1953 pro- 
vided in part that the amendment to 
this section, should apply only with re- 
spect to taxable years ending after Aug. 
15, 1953. 

Effective Bate. Section 155(1) of Act 
Oct. 21, 1942 made section effective as of 
Oct 8, 1940. 

Treaty Obligations. Section l(i9 of Act 
Oct 21, 1942, provided as follows: “No 


amendent made by this title feectlona 
101-172, 181-186 of 1942 Act] shall apply 
in any case where its application would 
be contrary to any treaty obligation of 
the United States.” 

Text of Amendatory Eevenue Acts. 
Complete original text of Revenue Acts 
amending this section, 1939 to date, see 
volumes “Title 26 — ^Internal Bevenue 
Acts”. 

Degislative History; Eor legislative 
history and purpose of Act Aug. 15, 1953, 
see 1953 U.S.Code Cong, and Adm. News, 
p. 2423;. 


SUPPLEMENT F.— PARTNERSHIPS 

§ 181. Partnership not taxable 

Individuals carrying on business In partnership shall be liable for 
Income tax only in their individual capacity. 53 Stat, 69. 

§ 182. Tax of partners 

In computing the net income of each partner, he shall Include, whether 
or not distribution is made to him — 

(a) As part of his gains and losses from sales or exchanges of capital 
assets held for not more than 6 months, his distributive share of the 
gains and losses of the partnership from sales or exchanges of capital 
assets held for not more than 6 months. 

(b) As part of his gains and losses from sales or exchanges of capital 
assets held for more than 6 months, his distributive share of the gains 
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and losses of the partnership from sales or exchanges of capital assets 
held for more than 6 months. 

(c) His distributive share of the ordinary net income or the ordinary 
net loss of the partnership, computed as provided in section 183(b). 
53 Stat. 69, amended Oct. 21, 1942, 4:30 p. m., E. W. T., c. 619, Title 
I, § 150(g) (1). 56 Stat. 845. 


Historical Note 


1943 Amendment. Snbsecs. (a) and fb) 
amended by Act Oct. 21, 1942. 

Effective Date of 1942 Amendment. 
Section 101 of Act Oct. 21, 1942 made 
amendment of section applicable to tax- 
able years beginning after Dec. 31, 1941. 

Treaty Obligations. Section 109 of 
Act Oct. 21, 1942 provided as follows : 
*^No amendment made by this title [sec- 


tions 101-172, 181-186 of 1942 Act] shall 
apply in any case where its application 
would be contrary to any treaty obliga- 
tion of the United States.” 

Text of Amendatory Revenue Acts. 
Complete original text of Revenue Acta 
amending this section, 1939 to date, see 
volumes “Title 26 — ^Internal Revenue 
Acts”. 


§ 183. Computation of partnership income 

(a) General rule. The net income of the partnership shall be com- 
puted in the same manner and on the same basis as in the case of an 
individual, except as provided in subsections (b), (c), and (d). 

(b) Segregation of items. 

(1) Capital gains and losses. There shall be segregated the gains and 
losses from sales or exchanges of capital assets. 

(2) Ordinary net income or loss. After excluding all items of gain 
and loss from sales or exchanges of capital assets, there shall be com- 
puted — 

(A) An ordinary net Income which shall consist of the excess of the 
gross income over the deductions; or 

(B) An ordinary net loss which shall consist of the excess of the de- 
ductions over the gross income. 

(c) Charitable contributions. In computing the net income of the 
partnership the so-called '"charitable contribution” deduction allowed by 
section 23 (o) shall not be allowed; but each partner shall be consid- 
ered as having made payment, within his taxable year, of his distributive 
portion of any contribution or gift, payment of which was made by the 
partnership within its taxable year, of the character which would be al- 
lowed to the partnership as a deduction under such section if this sub- 
section had not been enacted. 

(d) Standard deduction. In computing the net income of the part- 
nership, the standard deduction provided in section 23 (aa) shall not be 
allowed. 53 Stat. 70, amended Oct. 21, 1942, 4:30 p. m., E. W. T., c. 
619, Title I, § 150(g) (2) (A), 66 Stat. 845; May 29, 1944, 7 p. m., 
E. W. T., c. 210, Pt. I, § 9(c), 58 Stat. 238. 


Historical Note 


1944 Ainendment. Subsec. (a) amended 
by Act May 29, 1944, which struck out 
“(b) and (c)” and inserting in lieu there- 
of “(b), (c), and (d)”. 

Sub sec. (d) added by Act May 29, 1944. 

1942 Amendment. Subsec. (b) (1, 2) 

amended by Act Oct 21, 1942. 

Effective Date of 19^4 Amondment. 
Section 2 of Act May 29, 1944, made 
amendm«ttt of section applicable to tax- 
able years beginning after Dec. 31. 1943. 


Effective Date of 1942 Amendment. 
Section 101 of Act Oct 21, 1942 made 
amendment of section applicable to tax- 
able years beginning after Dec. 31, 1941, 

Treaty Obll^tions. Section 109 of Act 
Oct. 21, 1942 provided as follows: “No 
amendment made by this title [sections 
101-172, 181-186 of 19^ Act] shall apply 
in any case where its application would 
be contrary to any tie&ty obligation of 
the United States.” 
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Text of AmeBLdatoiry Bevenno Acts. 
Complete original text of Reveiine Acts 
amending this section, 1939 to date, see 
volumes ‘‘Title 26 — Internal Kevenne 
Acts’". 


Congressional Conxineatit : "Wot legisla- 
tive history and purpose of Act May 2% 
1944, see 1944 U.S.Code Cong Service, p, 
1056. 


§ 1S4. Credits against net income 

The partner shall, for the purpose of the normal tax, be allowed as^ a 
credit against his net income, in addition to the credits allowed to him 
under section 25, his proportionate share of such amounts (not in excess 
of the net income of the partnership) of interest specified in section 25(a) 
as are received by the partnership. If the partnership elects under sec- 
tion 125 to treat the premium on bonds, the interest on which is allow- 
able as a credit under section 25(a) (1) or (2), as amortizable, for the 
purposes of the preceding sentence the partner’s proportionate share of 
the interest received by the partnership shall be his proportionate share 
of such interest (determined without regard to this sentence) reduced by 
so much of the deduction under section 23 (v) as is attributable to such 
share. 53 Stat. 70, amended Oct. 21, 1942, 4:30 p. m., E. W. T., c. 619, 
Title I, § 126(f), 56 Stat. 825. 


Historical Note 


1943 Ameadment, Act Oct. 21, 1942 
amended section by adding the second 
sentence. 

Effective Date of 1942 Amendment. 
Section 101 of Act Oct. 21, 1942 made 
amendment of section applicable to tax- 
able years beginning after Dec. 31, 1941. 

Treaty Obligations. Section 109 of Act 
Oct. 21, 1942, provided as follows: “No 


amendment made by tbis title t sections 
101-172, 181-186 of 1942 Act] shall apply 
m any case where its application would 
be contrary to any treaty obligation of 
the United States.'" 

Text of Amendatory Bevenn© Acts. 
Complete original text of Revenue Acts 
amending this section, 1939 to date, see 
volumes “Title 26— Internal Revenue 
Acts". 


§ 185. Repealed. Feb, 25, 1944, 12:49 p. m., B. W. T., C. 63, Title 
I, § 107(a), 58 Stat. 31. 


Historical Note 


Section, as incorporated into the In- 
ternal Revenue Code [1939] and derived 
from Act May 28, 1938, c. 289, $ 185, 52 
Stat. 522, provided as follows: 

"§ 186. Earned Inoomo 
“In the case of the members of a 
partnership the proper part of each share 
of the net income which consists of 
earned income shall be determined under 


rules and regulations to be prescribed by 
the Commissioner with the approval of 
the Secretary and shall be separately 
shown in the return of the partnership. 
53 Stat. 70.” 

Effective Date. The repeal of this sec- 
tion was made applicable to taxable 
years beginning after Dec, 31, 1943, by 
section 101 of Act Feb. 25, 1944. 


§ 186. Taxes of foreign countries and possessions of United States 
The amount of income, war-profits, and excess-profits taxes Imposed 
by foreign countries or possessions of the United States shall be allowed 
as a credit against the tax of the member of a partnership to the extent 
provided in section 131. 63 Stat. 70. 


§ 187. Partnership returns 

Every partnership shall make a return for each taxable year, stating 
specifically the Items of its gross Income and the deductions allowed by 
this chapter and such other information for the purpose of carrying out 
the provisions of this chapter as the Commissioner with the approval of 
the Secretary may by regulations prescribe, and shall include in the retiurn 
the names and addresses of the individuals who would be entitled to 
share in the net income if distributed and the amount of the distributive 
share of each individual. The return shall be sworn to by any pne of 
the partners. 63 Stat. 70. 
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§ 188 . Different taxable years of partner and partnersliip 

If the taxable year of a partner is different from that of the partner- 
ship, the inclusions with respect to the net income of the partnership, 
in computing the net income of the partner for his taxable year, shall 
be based upon the net income of the partnership for any taxable year of 
the partnership (whether beginning on, before, or after January 1, 
1939) ending within or with the taxable year of the partner. 53 Stat. 
71 . 

§ 189. Net operating losses 

The benefit of the deduction for net operating losses allowed by sec- 
tion 23 (s) shall not be allowed to a partnership but shall be allowed 
to the members of the partnership under regulations prescribed by the 
Commissioner with the approval of the Secretary. Added June 29. 1939, 
10 p. m., E. S. T., c. 247, Title II, § 211(d), 53 Stat. 868. 

§ 190. Allowance of amortizatioii deduction 

In the case of emergency facilities or grain storage facilities of a part- 
nership, the benefit of the deduction for amortization allowed by section 
•23 (t) shall not be allowed to the members of a partnership but shall be 
allowed to the partnership in the same manner and to the same extent as 
in the case of an individual. Added Oct. 21, 1942, 4:30 p. m., E. W, T. 
•c. 619, Title I, § 155(h), 56 Stat. 851, amended Aug. 15, 1953, c. 512' 
Title II, § 206(b) (3), 67 Stat. 622. 


Historical Note 


1953 Amendment. Act Aug, 15, 1953 
amended section by Inserting the words 
■“or grain storage facilities*’ after the 
words “emergency facilities.” 

Efifective Date of 1953 Amendment. 
Section 206(c) of Act Aug. 15, 1953 pro- 
vided in part that the amendment to this 
section should apply only with respect to 
taxable years ending after Aug. 15, 1953. 

Effective Date. Section 155 (i) of Act 
•Oct. 21, 1942, made section effective as of 
Oct. 8, 1940. 

Treaty Obligations. Section 109 of Act 
Oct. 21, 1942 provided as follows: “No 


amendment made by this title fsectlons 
101—172, 181— 186 of 1942 Act] shall apply 
in any case where its application would 
be contrary to any treaty obligation of 
the United States.” 


Text of Amendatory Bevenne Acts. 
Complete original text of Revenue Acts 
amending this section, 1939 to date, 
see volumes “Title 26— Internal Revenue 
Acts”. 


Ecgislative History: For legislative 
history and purpose of Act Aug. 15, 1953, 
see 1953 U.S.Code Cong, and Adm.News. 
p. 2423. 


§ 191. Family partnerships 

In the case of any partnership interest created by gift, the distributive 
«hare of the donee under the partnership agreement shall be includible in 
his gross income, except to the extent that such share is determined with- 
out allowance of reasonable compensation for services rendered to the 
partnership by the donor, and except to the extent that the portion of such 
•share attributable to donated capital is proportionately greater than the 
share of the donor attributable to the donor’s capital. The distributive 
share of a partner In the earnings of the partnership shall not be dimin- 
ished because of absence due to military service. For the purpose of this 
section, an interest purchased by one member of a family from another 
shall be considered to be created by gift from the seller, and the fair mar- 
ket value of the purchased interest shall be considered to be donated capi- 
tal. The "family’* of any individual shall include only his spouse, ances- 
tors, and lineal descendants, and any trust for the primary benefit of such 
persons. Added Oct. 20, 1951, 2; 07 p. m., E.S.T., c. 621, Title HI. § 340 
<b). 65 Stat. 511. 
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Historical Note 


ICffectiT* Bate. Section 340(c) of Act 
Oct. 20, 1951, provided tliat: 

**Tlie amendments made by tMs section 
Tamendment of section 3797(a) of I.R.C. 
1930 and addition of this section] shall be 
applicable with respect to taxable years 
beginning after December 31, 1950. The 
determination as to whether a person 
shall be recognized as a partner for in- 
come tax purposes for any taxable year 
beginning before January 1, 1951, shall 
be made as if this section had not been 
enacted and without inferences drawn 
from the fact that this section is not ex- 
pressly made applicable with respect to 
taxable years beginning before January 
1, 1951. In applying this subsection 
where the taxable year of any family 
partner is different from the taxable year 
of the partnership — 

<‘(1) if a taxable year of the partner- 
ship beginning in 1950 ends within or 
with, as to all of the family partners, 
taxable years which begin in 1951, then 
the amendments made by this section 


shall be applicable with respect to all 
distribntive shares of income derived by 
the family partners from such taxable 
year of the partnership beginning in 
1950, and 

**(2) if a taxable year of the partner- 
ship ending in 1951 ends within or with 
a taxable year of any family partner 
which began in 1950, then the amend- 
ments made by this section shall not be 
applicable with respect to any of the 
distributive shares of income derived by 
the family partners from such taxable 
year of the partnership.” 

Treaty ObligatioxLS. Section 615 of Act 
Oct. 20, 1951, provided that: *‘No amend- 
ment made by this Act [Act Oct. 20, 
1951] shall apply in any case where its- 
application would be contrary to any 
treaty obligation of the United States.”' 

legislative History: For legislative 
history and purpose of Act Oct. 20, 1951, 
see 1951 U.S.Code Cong.Service. p. 1781. 


SUPPDEMBNT G.— INSUEANCB COMPANIES 

§ 201. life insurance companies 

(a) Imx)osition of tax 

(1) In general. There shall be levied, collected, and paid for each 
taxable year upon the adjusted normal-tax net income (as defined in 
section 2 02) and upon the adjusted corporation surtax net income (as de- 
fined in section 203) of every life insurance company taxes computed aa 
provided in section 13(b) and in section 15(b). In lieu of the taxes im- 
posed by the preceding sentence, there shall be levied, collected, and paid 
for taxable years beginning in 1953 upon the 1953 adjusted normal-tax 
net income (as defined in section 203 A) of every life insurance company 
a tax equal to the sum of the following: 

3% per centum of the amount thereof not in excess of $200,000, 
plus 

per centum of the amount thereof in excess of $200,000. 

(2) Foreign life insurance companies. A foreign life insurance com- 
pany carrying on a life insurance business within the United States if 
with respect to its United States business it would qualify as a life insur- 
ance company under subsection (b) shall be taxable in the same manner 
as a domestic life insurance company except that the determinations 
necessary for the purposes of this chapter shall be made on the basis of 
the income, disbursements, assets, and liabilities reported in the annual 
statement for the taxable year of the United States business of such com- 
pany on the form approved for life insurance companies by the National 
Association of Insurance Commissioners. 

(S) No United States insurance business. Foreign life insurance com- 
panies not carrying on an insurance business within the United States 
shall not be taxable under this section but shall be taxable as other foreign 
corporations. 

(b) Definition of life insurance company. When used in this chapter, 
the term “life insurance company" means an insurance company which 
is engaged in the business of issuing life insurance and annuity contracts 
(either separately or combined with health and accident insurance), or 
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noncancellable contracts of liealtli and accident insurance, and the life 
insurance reserves (as defined in subsection (c) (2)) plus unearned 
premiums and unpaid losses on noncancellable life, bealtb, or accident 
policies not included in life insurance reserves, of wMch. comprise more 
tban 50 per centum of its total reserves. For the purpose of this sub- 
section, total reserves means life insurance reserves, unearned premiums 
and unpaid losses not included in life insurance reserves, and all other 
insurance reserves required by law. For taxable years beginning after 
December 31, 1943, a burial or funeral benefit insurance company en- 
gaged directly in the manufacture of funeral supplies or the performance 
of funeral services shall not be taxable under this section but shall be 
taxable under section 204 or section 207. 

(c) Other definitions. In the case of a life insurance company — 

(1) Gross income. The term ‘‘gross income"' means the gross 
amount of income received during the taxable year from interest, 
dividends, and rents. 

(2) life insurance reserves. The term “life insurance reserves” 
means amounts which are computed or estimated on the basis of 
recognized mortality or morbidity tables and assumed rates of inter- 
est, and which are set aside to mature or liquidate, either by pay- 
ment or reinsurance, future unaccrued claims arising from life insur- 
ance, annuity, and noncancellable health and accident insurance con- 
tracts (including life insurance or annuity contracts combined with 
noncancellable health and accident insurance) involving, at the time 
with respect to which the reserve is computed, life, health, or acci- 
dent contingencies. Such life insurance reserves, except in the case 
of policies covering life, health, and accident insurance combined 
In one policy issued on the weekly premium payment plan, continu- 
ing for life and not subject to cancellation and except as hereinafter 
provided in the case of assessment life insurance, must also be re- 
■Quired by law. In the case of an assessment life insurance com- 
pany or association the term “life insurance reserves” includes sums 
actually deposited by such company or association with State or 
Territorial officers pursuant to law as guaranty or reserve funds, 
and any funds maintained under the charter or articles of incorpora- 
tion or association, or bylaws approved by State Insurance Com- 
missioner of such company or association exclusively for the payment 
of claims arising under certificates of membership or policies issued 
upon the assessment plan and not subject to any other use. 

(S) Adjusted reserves. The term “adjusted reserves” means 
life insurance reserves plus 7 per centum of that portion of such 
reserves as are computed on a preliminary term basis. 

(4) Reserve eammgs rate. The term “reserve earnings rate” 
means a rate computed by adding 2.1125 per centum (65 per centum 
of 3% per centum) to 35 per centum of the average rate of interest 
assumed in computing life insurance reserves. Such average rate 
shall be calculated by multiplying each assumed rate of interest by 
the means of the amounts of the adjusted reserves computed at 
that rate at the beginning and end of the taxable year and dividing 
the sum of the products by the mean of the total adjusted reserves 
at the beginning and end of the taxable year. 

(5) Reserve for deferred dlvideiids. The term “reserve for de- 
ferred dividends” means sums held at the end of the taxable year 
as a reserve for dividends (other than dividends payable during 
the year following the taxable year) the payment of which is de- 
ferred for a period of not less than five years from the date of the 
policy contract 
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(6) Interest paid. The term “interest paid” means — 

(A) All interest paid within the taxable year on indebted- 
ness, except on indebtedness incurred or continued to purchase 
or carry obligations (other than obligations of the United States- 
issued after September 24, 1917, and originally subscribed for 
by the taxpayer) the interest upon which is wholly exempt from 
taxation under this chapter, and 

(B) All amounts in the nature of interest, whether or not 
guaranteed, paid within the taxable year on insurance or annu- 
ity contracts (or contracts arising out of insurance or annuity 
contracts) which do not involve, at the time of payment, life, 
health, or accident contingencies. 

(7) JTet income. The term “net income” means the gross income 
less — 

(A) Tax-free interest. The amount of interest received dur- 
ing the taxable year which under section 22(b) (4) is excluded 
from gross income; 

(B) Investment expenses. Investment expenses paid dur- 
ing the taxable year. If any general expenses are in part as- 
signed to or included in the investment expenses, the total 
deduction under this subparagraph shall not exceed one-fourth 
of 1 per centum of the mean of the book value of the invested 
assets held at the beginning and end of the taxable year plus 
one-fourth of the amount by which net Income computed with- 
out any deduction for investment expenses allowed by this sub- 
paragraph, or for tax-free interest allowed by subparagraph 
(A), exceeds per centum of the book value of the mean 
of the invested assets held at the beginning and end of the 
taxable year; 

(C) Real estate expenses. Taxes and other expenses paid 
during the taxable year exclusively upon or with respect to 
the real estate owned by the company, not including taxes 
assessed against local benefits of a kind tending to increase 
the value of the property assessed, and not including any amount 
paid out for new buildings, or for permanent improvements or 
betterments made to increase the value of any property. The 
deduction allowed by this paragraph shall be allowed in the 
case of taxes imposed upon a shareholder of a company upon 
his interest as shareholder, which are paid by the company 
without reimbursement from the shareholder, but in such cases 
no deduction shall be allowed the shareholder for the amount 
of such taxes; 

(D) Depreciation. A reasonable allowance, as provided in 
section 23(0. for the exhaustion, wear and tear of property, 
including a reasonable allowance for obsolescence. 

(d) Rental value of real estate. The deduction under subsection (c> 
(7) (C) or (c) (7) (D) of this section on account of any real estate 
owned and occupied in whole or in part by a life insurance company, 
shall be limited to an amount which bears the same ratio to such deduc- 
tion (computed without regard to this subsection) as the rental value of 
the space not so occupied bears to the rental value of the entire property. 

(e) Amortimtion of premium and accrual of discount. The gross 
income, the deduction provided in section 201(c) (7) (A) and the cred- 
it allowed against net income in section 26(a) shall each be decreased by 
the appropriate amortization of premium and increased by the appro- 
priate accrual of discount attributable to the taxable year on bonds, 
notes, debentures or other evidences of indebtedness held by a life insur- 
ance company. Such amortization and accrual shall be determined (1) 
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in accordance with the method regularly employed hy such company, if 
such method is reasonable, and (2) in all other cases, in accordance with 
regulations prescribed by the Commissioner with the approval of the 
Secretary. 

(f) Double deductions. Nothing in this section or in section 202, 203, 
or 2 03 A shall be construed to permit the same items to be twice deducted. 

(g) Credits under section 26. For the purposes of this section, in 

eomputing normal tax net income and corporation surtax net income, 
the credits provided in section 26 shall be allowed in the manner and 
to the extent provided in sections 13(a) and 15(a). 53 Stat. 71, amend- 

ed June 29, 1939, 10 p. m., E. S. T., c. 247, Title II, § 203, 53 Stat. 
865; Oct. 21, 1942, 4:30 p. m., E. W. T., c. 619, Title I, § 163(a), 56 
Stat. 867; Sept. 23, 1950, 3:15 p. m., E. D. T., c. 994, Title I, Pt. II, 
§ 121(g) (3), 64 Stat. 918; Oct. 20, 1951, 2:07 p. m., E. S. T., c. 512, 
Title III, § 336(a), (c) (2), 65 Stat. 507; July 8, 1952, c. 592, § 1(a), 66 
Stat. 444; Aug. 15, 1953, c. 512, Title I, § 105(a), 67 Stat. 616. 

Historical Note 


195S Ameflidinent. Subsec. (a) (1) 

amended by Act Aug. 15, 1953 to apply 
the 1951 and 1952 method of taxation to 
1953. 

1952 Amendmemt. Snbsec. (a) (1) 

amended by Act July 8. 1952, to apply 
the 1951 method of taxation to 1952. 

1951 Amendment. Sub sec. (a) (1) 

amended by Act Oct. 20, 1951, § 336(a), 
to add last sentence. 

Subsec. (f) amended by Act Oct. 20, 
1951, i 336(c) (2), to substitute ", 203, or 
203A” in lieu of "or 203". 

1950 Amendment. Sub sec. (a) (1) 

amended by Act Sept. 3, 1950, text, which 
substituted ‘‘computed as provided in 
section 13(b) and in section 15(b)" in 
lieu of "at the rates provided in section 
13 or section 14(b) and in section 15(b)”. 

1942 Amendment. Act Oct. 21, 1942 
amended this section in its entirety, af- 
fecting provisions of former subsecs, (a) 
and (b) and adding new subsecs. (c-g). 

1939 Amendment. Subsec. (b) amended 
by Act June 29, 1939. 

Effective Date of 1953 Amendment. 

Section 105(b) of Act Aug. 15, 1953 pro- 
vided in part that the amendment to 
subsec. (a) (1) should apply only to tax- 
able years beginning in 1953. 

Effectlvo Date of 1962 Amendment. 

Section 2 of Act July 8, 1952, provided in 
part that the amendment of subsec. (a) 
(1) should be applicable to taxable years 
beginning in 1952. 

Effective Date of 1951 Amendment. 

Amendment of subsecs, (a) (1) and (f) 
made applicable to taxable years begin- 
ning in 1951, by section 336(d) of Act Oct. 
20, 1951. The application of the amend- 
ment to subsec. (f) by said Act Oct. 20, 
1951 was extended to taxable years be- 
ginning after Dec. 31, 1952 by section 
105(b) of Act Aug. 15, 1953. 

Effective Date of 1950 Amendmaats. 

Section 121(g) (3) of Act Sept. 23. 1950, 


provided in part that the amendment of 
snbsec. (a) (1) by said Act Sept. 23, 1950 
should be effective with respect to taxable 
years beginning after June SO, 1950, and 
with respect to taxable years beginning 
on Jan. 1, 1950, and ending on Dec. 31, 
1950. 

Effective Date of 1941 Amendment. 
Section 101 of Act Oct 21, 1942, made 
amendment of section applicable to tax- 
able years beginning after Dec. 31, 1941. 

Effective Date of 1939 Amendment. 
Amendment of subsec. (b) made applica- 
ble only with respect to taxable years 
beginning after Dec. 31, 1939 by section 
229 of Act June 29, 1939. 

Filing of Retarns for Taxable Xear 
1949. Section 402 of Act Sept. 23. 1950, c. 
994, Title lY, 64 Stat. 961, provided for 
the filing of returns for taxable year 1949 
by every life insurance company subject 
to the taxes imposed by this section. 

Treaty Obligations. Section 615 of Act 
Oct. 20, 1951, provided that: "No amend- 
ment made by this Act [Act Oct. 20, 1951] 
shall apply in any case where its applica- 
tion would be contrary to any treaty ob- 
ligation of the United States." 

Similar provisions were contained in 
the following Acts: 

1950— Sept. 23, 1950, 3:15 p. m., B.D.T., 
c. 994, Title II, § 214, 64 Stat. 937. 

1942— Oct. 21, 1942, 4:30 p. m.. B.W.T., 
c. 619, Title I, § 109, 56 Stat. 808. 

Text of Amendatory Eevenue Acts. 
Complete original text of Revenue Acts 
amending this section, 1939 to date, see 
volumes "Title 26 — ^Internal Revenue 
Acts". 

legislative History: For legislative 
history and purpose of Act Aug. 15, 1953, 
see 1953 U.S.Code Cong, and Adm.News, 
p. 2423. See, also. Acts July 8, 1952, 1952 
TT.S.Code Cong, and Adm.News, p. 2001; 
Oct^ 20, 1961, 1951 U-S.Code Cong.Service, 
p. 178h 
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§ S02. Adjusted normal-tax net income 

(a) BejSnition. For the purposes of section 201, the term "adjust^ 
normal-tax net income” means the normal-tax net income minus t e 
reserve and other policy liability credit provided in subsection (b) and 
plus the amount of the adjustment for certain reserves provided in sub- 
section (c). 

(b) Reserve and other policy liability credit. 

As used in this section the term “reserve and other policy liability 
credit” means an amount computed by multiplying the normal-tax net 
income by a figure, to be determined and proclaimed by the Secretary 
for each taxable year. This figure shall be based on such data with re- 
spect to life insurance companies for the preceding taxable year as the 
Secretary considers representative and shall be computed as follows: 

(1) In general. Except as provided in paragraph (2), the figure shall 
be computed in accordance with the following formula: The ratio which 
a numerator comprised of the aggregate of the sums of (A) 2 per centum 
of the reserves for deferred dividends, (B) interest paid, and (C) the 
product of (i) the mean of the adjusted reserves at the beginning and 
end of the taxable year and (ii) the reserve earnings rate bears to a 
denominator comprised of the aggregate of the excess of net incomes com- 
puted without any deduction for tax-free interest, over the adjustment 
for certain reserves provided in subsection (c). 

(2) Special mle for 1949 and 1950. In the case of the taxes imposed 
for a taxable year beginning in 1949 or 1950, the figure to be used for 
such year shall be computed as provided in paragraph (1) except that — 

(A) in computing the product required under clause (C) of paragraph 
(1), there shall be used, in lieu of the reserve earnings rate, the average 
rate of interest assumed in computing life insurance reserves. Such 
average rate shall be calculated in the manner provided in the second 
sentence of section 201(c) (4); and 

(B) if the Secretary, in computing the ratio, finds that the net effect 
of including the data with respect to any life insurance company is to 
increase the numerator more than it increases the denominator, he shall 
limit the net change in the numerator resulting from such inclusion to the 
net change in the denominator resulting therefrom. 

(c) Adjustment for certain reserves. In the case of a life insurance 
company writing contracts other than life insurance or annuity contracts 
(either separately or combined with noncancellable health and accident 
insurance), the term “adjustment for certain reserves” means an 
amount equal to 3^ per centum of the unearned premiums and unpaid 
losses on such other contracts which are not included in life insurance 
reserves. For the purposes of this subsection such unearned premiums 
shall not be considered to be less than 25 per centum of the net premiums 
written during the taxable year on such other contracts. 63 Stat. 71, 
amended Oct. 21, 1942, 4:30 p. m., B. W. T., c. 619, Title I, § 163(a), 66 
Stat. 867; Sept. 23, 1960, 3:16 p. m., E. D. T., c. 994. Title IV. § 401(a), 
64 Stat. 961. 


Historical Note 


1950 Amendment. Subsec. (b) amended 
by Act Sept. 23, 1950 to revise the statu- 
tory formula used in computation of in- 
come tax of life insurance companies. 

1943 Amendment. Act Oct. 21, 1942 
amended section in its entirety. 

Effective Bate of 1950 Amendment. 
Section 401(c) of Act Sept. 23, 1950, pro- 
vided that: “The amendments made by 
this section [amending subsec. (b) of this 


section] shall be applicable to taxable 
years beginning after December 31, 1948. 
The Secretary of the Treasury shall, 
within sixty days after the date of the 
enactment of this Act [Sept. 23, 1950], de- 
termine and proclaim in accordance with 
the provisions of section 202(b) of the 
Internal Bevenue Code, as amended by 
this section [subsec. (b) of this section) 
the figures to be used by life insurance 
companies in computing their reserve and 
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©tlier policy liability credits for taxable 
years beginning in 1949.” 

Effective Date of 1942 ABsendment. 
Section 101 of Act Oct, 21, 1942 made 
amendment of section applicable to tax- 
able years beginning after Dec. 31, 1941. 

Treaty Obligations. Section 214 of Act 
Sept. 23, 1950, provided that; “No amend- 
ment made by this Act [Act Sept. 23, 
1950] shall apply in any case where its 
application would be contrary to any 
treaty obligation of the United States.” 


Similar provisions were contained In 
the following Act: 

1942— Oct. 21, 1942, 4:30 p. m., E.W.T., 
c. 619, Title I, § 109, 56 Stat. SOS. 

Text of Amendatory J^evenne Acts. 
Complete original text of Kevenue Acts 
amending this section, 1939 to date, see 
volumes “Title 26 — Internal Revenue 
Acts”. 

Degislativ© History* For legislative 
history and purpose of Act Sept. 23, 1950, 
see 1950 U.S Code Cong.Service, p. 3053. 


§ 203. Adjusted corporation surtax net income 

(a) Definition. For the purposes of section 201, the term ‘‘adjusted 
corporation surtax net income*' means the corporation surtax net income 
minus the reserve and other policy liability credit and plus the adjust- 
ment for certain reserves provided in section 202 (c). 

(b) Reserve and other policy liability credit. As used in this section, 

the term “reserve and other policy liability credit" means an amount com- 
puted by multiplying the corporation surtax net income by the applicable 
figure determined and proclaimed under section 202(b). 53 Stat. 71, 

amended June 29, 1939, 10 p. m., E. S. T., c. 247, Title II, § 211(e) (1), 
53 Stat. 868; Oct. 21, 1942, 4:30 p, m., E. W. T., c. 619, Title I, § 163(a), 
56 Stat. 867; Sept. 23, 1950, 3:15 p. m., E. D. T., c 994, Title IV, § 401 
(b), 64 Stat. 961. 

Historical Note 


1950 Amendment Sub sec. (b) amended 
by Act Sept. 23, 1950. which inserted “ap- 
plicable” preceding “figure”. 

1942 Amendment. Act Oct. 21, 1942, 
amended section in its entirety. 

1989 Amendment. Subsec. (a) (8) add- 
ed by Act June 29, 1939. 

HfTeetlvo Date of 1950 Amendment. 
Amendment of subsec. (b) by Act Sept. 
23, 1950, as applicable to taxable years 
beginning after Dec 31, 1948, see note set 
out under section 202 of I.R.C.1939. 

Effective Date of 1942 Amendment. 
Section 101 of Act Oct. 21, 1942, made 
amendment of section applicable to tax- 
able years beginning after Dec. 31, 1941. 


Treaty Obligations. Section 214 of Act 
Sept. 23, 1950, provided that: “No amend- 
ment made by this Act [Act Sept. 23,. 
1950] shall apply in any case where its 
application would be contrary to any 
treaty obligation of the United States.” 

Similar provisions were contained in 
the following Act: 

1942— Oct. 21, 1942, 4:30 p. m., B.W.T., 
c. 619, Title I, § 109, 56 Stat. 808. 

Text of Amendatory Revenue Acts. 
Complete original text of Revenue Acts 
amending this section, 1939 to date, see 
volumes “Title 26 — Internal Revenue 
Acts”. 

liOgislative History: For legislative 
history and purpose of Act Sept. 23, 1950, 
see 1950 U.S.Code Cong Service, p. 3053. 


§ 203A. 1953 adjusted normal-tax net income 

(a) 1953 adjusted normal-tax net income. For the purposes of section 
201, the term “19 53 adjusted normal-tax net income" means the normal- 
tax net income plus eight times the amount of the adjustment for certain 
reserves provided in section 202(c) and minus the reserve interest credit,. 
If any, provided in subsection (b) of this section. 

(b) Reserve interest credit. For the purposes of subsection (a), the- 
reserve interest credit shall be an amount determined as follows: 

(1) Divide the amount of the adjusted net income (as defined in 
subsection (c) ) by the amount of the required interest (as defined in 
subsection (d)). 

(2) If the quotient obtained in paragraph (1) is 1.05 or more, the- 
reserve interest credit shall be zero. 

(3) If the quotient obtained in paragraph (1) is 1.00 or less, the 
reserve interest credit shall be an amount equal to 56 per centum ofi 
the normal-tax net income. 
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(4) If tlie quotient obtained in paragraph (1) is more than 1.00 
but less than 1.05, the reserve interest credit shall he the amount ob- 
tained by multiplying the normal-tax net income by 10 times the dif- 
ference between the figures 1.05 and such quotient. 

(c) Adjusted net income. For the purposes of subsection (b) (1), the 
term “adjusted net income” means the net income computed without any 
deduction for tax-free interest minus 50 per centum of the amount of the 
adjustment for certain reserves provided in section 202 (c). 

(d) Required interest. For the purposes of subsection (b) (1), the 
term “required interest” means the total of — 

(1) The sum of the amounts obtained by multiplying (A) each rate 
of interest assumed in computing the taxpayer's life insurance reserves 
by (B) the means of the amounts of the taxpayer’s adjusted reserves 
computed at that rate at the beginning and end of the taxable year, 

(2) 2 per centum of the reserve for deferred dividends, and 

(3) Interest paid. Added Oct. 20, 19 51, 2:07 p. m., E.S.T., c. 521, 
Title in, § 336 (b), 65 Stat. 508, amended July 8, 19 52, c. 592, § 1 
(b), 66 Stat. 444; Aug. 15, 1953, c. 512, Title I, § 105 (a), 6T Stat. 
616. 


Historical Note 


1953 Amendment. Act Ang. 15, 1953 
amended section by applying the 1951 and 
1952 method of taxation to 1953. 

1952 Amendment. Act July S, 1952, 
amended section to apply the 1951 method 
of taxation to 1952. 

ElXectiTe Date of 1953 Amendment. Sec- 
tion 105(b) of Act Aug. 15, 1953, provided 
in part that the amendment to this sec- 
tion should apply only to taxable years 
beginning in 1953. 

Effective Date of 1952 Amendment. Sec- 
tion 2 of Act July 8, 1952, provided in 
part that the amendment of section 
ahould be applicable to taxable years be- 
ginning in 1952. 


Effective Date. Section made applica- 
ble to taxable years beginning in 1961 by 
section 330(d) of Act Oct. 20, 1951. 

Treaty Obligations. Section 615 of Act 
Oct. 20, 1951, provided that: "No amend- 
ment made by this Act [Act Oct, 20, 
1951] shall apply in any case where its 
application would be contrary to any 
treaty obligation of the United States.” 

Text of Amendatory Bevenne Acts. 
Complete original text of Revenue Acts 
amending this section, 1939 to date, 
see volumes "Title 26— -Internal Revenue 
Acts”. 

legislative History ; For legislative 
history and purpose of Act Oct, 20, 1951, 
see 1951 U.S.Code Coug.Service, p. 1781. 


§ 204. Insurance companies otlier than life or mutual 
(a) Imposition of tax. 

(1) In general. There shall be levied, collected, and paid for each 
taxable year upon the normal-tax net income and upon the corporation 
■surtax net income of every insurance company (other than a life or mutual 
insurance company) and every mutual marine insurance company and 
every mutual fire insurance company exclusively issuing either perpetual 
policies, or policies for which the sole premium charged is a single deposit 
which (except for such deduction of underwriting costs as may he pro- 
vided) is refundable upon cancellation or expiration of the policy taxes 
■computed as provided in section 13(b) and in section 15(b). 

(2) Normal-tax and corporation surtax net income of foreign insurance 
companies other than life or mutual and foreign mutual marine. In the 
case of a foreign insurance company (other than a life or mutual insur- 
ance company) and a foreign mutual marine insurance company and a 
foreign mutual fire insurance company described in paragraph (1) of this 
-subsection, the normal tax net income shall be the net income from sourc- 
es within the United States minus the credit provided in section 26(a) 
and the credit provided in section 26(b), and the corporation surtax net 
income shall be the net income from sources within the United States 
minus the credit provided in section 26(b). 
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(S) No United States msnrance business. Foreign insurance com- 
panies (other than a life or mutual insurance company) and foreign 
mutual marine insurance companies and foreign mutual fire insurance 
companies described in paragraph (1) of this subsection not carrying on 
an insurance business "within the United States shall not be taxable un- 
der this section but shall be taxable as other foreign corporations. 

(b) Definition of income, etc. In the case of an insurance company 
subject to the tax imposed by this section — 

(1) Gross income. “Gross income" means the sum of (A) the com- 
bined gross amount earned during the taxable year, from investment in- 
come and from underwriting income as provided in this subsection, com- 
puted on the basis of the underwriting and investment exhibit of the 
annual statement approved by the National Convention of Insurance 
Commissioners, and (B) gain during the taxable year from the sale 
or other disposition of property, and (C) all other items constituting 
gross income under section 22; except that in the case of a mutual fire 
insurance company described in paragraph (1) of subsection (a) of this 
section, the amount of single deposit premiums paid to such company 
shall not be included in gross income; 

(2) Net income. “Net income" means the gross income as defined in 
paragraph (1) of this subsection less the deductions allowed by subsec- 
tion (c) of this section; 

(3) Investment income. “Investment income" means the gross amount 
of income earned during the taxable year from interest, dividends, and 
rents, computed as follows: 

To all interest, dividends and rents received during the taxable year, 
add interest, dividends and rents due and accrued at the end of the tax- 
able year, and deduct all interest, dividends and rents due and accrued 
at the end of the preceding taxable year; 

(4) Underwriting income. “Underwriting income” means the premi- 
ums earned on insurance contracts during the taxable year less losses 
incurred and expenses incurred; 

(5) Premiums earned, “Premiums earned on insurance contracts dur- 
ing the taxable year" means an amount computed as follows: 

Prom the amount of gross premiums written on insurance contracts 
during the taxable year, deduct return premiums and premiums paid 
for reinsurance. To the result so obtained add unearned premiums on 
outstanding business at the end of the preceding taxable year and deduct 
unearned premiums on outstanding business at the end of the taxable 
year. For the purposes of this subsection, unearned premiums shall in- 
clude life insurance reserves, as defined in section 201(c) (2), pertain- 
ing to the life, burial, or funeral insurance, or annuity business of an 
insurance company subject to the tax imposed by this section and not 
qualifying as a life insurance company under section 201(b) ; 

(6) Dosses incxirred. “Losses incurred" means losses incurred during 
the taxable year on insurance contracts, computed as follows: 

To losses paid during the taxable year, add salvage and reinsurance 
recoverable outstanding at the end of the preceding taxable year, and 
deduct salvage and reinsurance recoverable outstanding at the end of the 
taxable year. To the result so obtained add all unpaid losses outstanding 
at the end of the taxable year and deduct unpaid losses outstanding at 
the end of the preceding taxable year; 

(7) Expenses incurred. "Expenses incurred" means all expenses shown 
on the annual statement approved by the National Convention of Insur- 
ance Commissioners, and shall be computed as follows: 

To all expenses paid during the taxable year add expenses unpaid at 
the end of the taxable year and deduct expenses unpaid at the end of 
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the preceding: taxable year. For the purpose of computing the net In- 
come subject to the tax imposed by this section there shall be deducted 
from expenses incurred as defined in this paragraph all expenses incurred 
which are not allowed as deductions by subsection (c) of this section. 

(c) Beductions allowed. In computing the net income of an insurance 
company subject to the tax imposed by this section there shall be allowed 
as deductions: 

(1) All ordinary and necessary expenses incurred, as provided in sec- 
tion 23 (a) ; 

(2) All interest as provided in section 23(b) ; 

(3) Taxes as provided in section 23(c) ; 

(4) Losses incurred as defined in subsection (b) (6) of this section; 

(5) Capital losses. Capital losses to the extent provided in section 117 
plus losses from capital assets sold or exchanged in order to obtain funds 
to meet abnormal insurance losses and to provide for the payment of 
dividends and similar distributions to policyholders. Capital assets shall 
be considered as sold or exchanged in order to obtain funds to meet 
abnormal insurance losses and to provide for the payment of dividends 
and similar distributions to policyholders to the extent that the gross 
receipts from their sale or exchange are not greater than the excess, 
if any, for the taxable year of the sum of dividends and similar distribu- 
tions paid to policyholders in their capacity as such, losses paid, and 
expenses paid over the sum of interest, dividends, rents, and net premi- 
ums received. In the application of section 117(e) for the purposes 
of this section, the net capital loss for the taxable year shall be the 
amount by which losses for such year from sales or exchanges of capital 
assets exceeds the sum of the gains from such sales or exchanges and 
whichever of the following amounts is the lesser: 

(A) the corporation surtax net income (computed without regard to 
gains or losses from sales or exchanges of capital assets) ; or 

(B) losses from the sale or exchange of capital assets sold or exchanged 
to obtain funds to meet abnormal insurance losses and to provide for the 
’payment of dividends and similar distributions to policyholders. 

(6) Debts in the nature of agency balances and bills receivable which 
become worthless within the taxable year; 

(7) The amount of interest earned during the taxable year which un- 
der section 22(b) (4) is excluded from gross income; 

(8) A reasonable allowance for the exhaustion, wear and tear of prop- 
erty, as provided in section 23 (Z) ; 

(9) Charitable, and so forth, contributions, as provided in section 
‘23(a): 

(10) Deductions (other than those specified in this subsection) as 
.provided in section 23; 

(11) Dividends and similar distributions paid or declared to policy- 
holders in their capacity as such, except in the case of a mutual fire 
insurance company described in paragraph (1) of subsection (a) of this 
section. The term '"paid or declared'" shall be construed according to 
the method of accounting regularly employed in keeping the books of the 
insurance company. 

(d) Deductions of foreign corporations. In the case of a foreign 
corporation the deductions allowed in this section shall be allowed to 
the extent provided in Supplement I in the case of a foreign corporation 
-engaged in trade or business within the United States. 

(e) Double deductions. Nothing in this section shall be construed to 
permit the same item to be twice deducted. 
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(f) Credits under section. 26. For the purposes of this section. In 
computing normal tax net income and corporation surtax net income, the 
credits provided in section 26 shall be allowed in the manner and to the 
extent provided in sections 13(a) and 15(a). 53 Stat. 72, amended June 

29, 1939, 10 p. m., B. S. T., c. 247, Title 11, §§ 204, 226, 53 Stat. 865, 881; 
Oct. 21, 1942, 4:30 p. m., E. W. T., c. 619, Title I, §§ 124(b), 160(d), 
164 (a-d), 56 Stat. 821, 861, 870-872; Peb. 25, 1944. 12:49 p. m., E. W. 
T, c. 63, Title I, § 136(a-c), 58 Stat. 52; Nov. 8, 1945, 5:17 p m, 
B. S. T., c. 453, Title I, § 122(g) (7), 59 Stat. 570; Sept. 23, 1950, 3:16 
p. m., B. D. T., c. 994, Title I, Pt. II. I 121(g) (4). 64 Stat. 918. 

Historical Note 


1950 Amendment. Sub sec. (a) (1) 

amended by Act Sept. 23, 1950, which sub- 
stituted “computed as provided in sec- 
tion 13(b) and section 15(b)’* in lieu of 
“at the rates specified in section 13 or 
section 14(b) and in section 15(b)**. 

1945 Amendment. Subsec. (a) (2) 

amended generally by Act Nov. 8, 1945. 

1944 Amendmoat. Subsec, (a) (1), (2), 
(3), respectively amended by Act Feb. 25, 
1944. Par. (1) amended by inserting “and 
every mutual fire insurance company 
• * * of the policy’* following “every 
mutual marine insurance company'*. Par. 
(2) amended by adding “and a foreign 
mutual fire insurance company described 
in paragraph (1) of this subsection** fol- 
lowing “a foreign mutual marine insur- 
ance company’*. Par. (3) amended by 
adding “and foreign mutual fire insur- 
ance companies described in paragraph 

(I) of this subsection” following “for- 
eign mutual marine insurance compa- 
■ies”. 

Subsecs, (b) (1) and (c) (11) amended 
by Act Feb. 25, 1944. Subsec. (b) (1) 
amended by inserting after the semicolon 
the following “except that in ♦ * • 
Included in gross income;”. Snbsec. (c) 

(II) amended by striking period at end 
thereof and inserting except in the case 
of a mutual fire insurance company de- 
scribed in paragraph (1) of subsection 
<a) of this section.” 

1943 Amendment. Subsecs, (a), (b) (5), 
(e) (5, «). and (d) amended and subsecs. 
(c) (11), and (f) added by Act Oct. 21, 
1042. 

1939 Amendment. Subsecs. (a), (c) (10) 
pended by Act June 29, 1939. 

Effective Bate of 1960 Amendments. 
Section 121(g) (4) of Act Sept 23, 1950, 
provided in part that the amendment of 
aubsec. (a) (1) of this section by said 
Act Sept. 23, 1950 should be effective with 
respect to taxable years beginning after 
June 30, 1950, and with respect to tax- 
able years beginning on Jan. 1, 1950, and 
emding on Dec. 31, 1950. 

Effective Bate of 1945 Amendment. 
Amendment of subsec. (a) (2) made ap- 
plicable to taxable years beginning after 


Dec. 31, 1945, by section 122(g) of Act 
Nov. 8, 1945. 

Effective Date of 1944 Amendment. 
Amendments of subsecs. (a) (1, 2, 3), (b) 
(1), and (c) (11) by Act Feb. 25, 1944, 
S 135 (a, b, c), made applicable to taxable 
years beginning after Dec. 31, 1941 by 
section 135(f) thereof. 

Effective Bate of 1042 Amendment. 
Amendments of subsecs. (a), (b) (5), (c) 
(5, 11) (d), and (f) by Act Oct. 21, 1942, 
II 164 (a-c), 160(d), 164(d), made appli- 
cable to taxable years beginning after 
Dec. 31, 1941, by section 101 thereof. 

Amendment of subsec. (c) (6) by Act 
Oct. 21, 1942, was made effective with re- 
spect to taxable years beginning after 
Dec. 31, 1938, by section 124(d) thereof. 

Effeetlve Bate of 1039 Amendment. 
Amendment of subsec. (a) made applica- 
ble only with respect to taxable years be- 
ginning after Dec. 31, 1930 by section 
220 of Act June 29, 1939. 

Amendment of subsec. (c) (10) made 
applicable only with respect to taxable 
years beginning after Dec. 31, 1938 by 
section 226(b) of Act June 29, 1939. 

Fiscal Tear Taxpayers. For taxable 
years beginning in 1945 and ending in 
1046, see sections 108 and 710 of I.R.C. 
1939. 

Treaty Obligations. Section 214 of Act 
Sept. 23, 1950, provided that: “No amend- 
ment made by this Act (Act Sept. 23, 
1950] shall apply in any case where its 
application would be contrary to any 
treaty obligation of the United States.” 

Similar provisions were contained in 
the following Acts: 

1944^Peb. 25, 1944, 12:40 p. ra., B. W. 

T., e. 63, Title I, | 136, 68 Stat 53. 

1942— Oct 21, 1942. 4:30 p. m., B. W. 

T.. c. 619, Title I, f 109, 66 Stat 808. 

Text of Amendatory Revenue Acts. 
Complete original text of Revenue Acts 
amending this section 1939 to date, see 
volumes “Title 26— Internal Revenue 
Acts”. 

Congresfdonal Oomment: For legisla- 
tive history and purpose of Act Nov. 8, 
1945, see 1045 uACode Cong.Service, p. 
81A 


T. 26h U.S.C.A.— 17 
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§ 205* Taxes of foreign countries and possessions of United States 

Tiie amount of income, war-profits, and excess-profits taxes imposed by 
foreign countries or possessions of tiie United States shall be allowed as 
a credit against the tax of a domestic insurance company subject to the tax 
imposed by section 201, 204, or 207, to the extent provided in the case 
of a domestic corporation in section 131, and in the case of the tax imposed 
by section 201 or 204 “net income*' as used in section 131 means the net 
income as defined in this Supplement. 53 Stat. 74* 

§ 206. Computation of gross income 

The gross income of insurance companies subject to the tax imposed 
by section 201 or 204 shall not be determined in the manner provided in 
section 119. 53 Stat. 74. 

§ 207. Mutual insurauce companies other than life or mariiie 

(a) Imposition of tax. There shall be levied, collected, and paid for 
each taxable year upon the income of every mutual insurance company 
(other than a life or a marine insurance company or a fire insurance com- 
pany subject to the tax imposed by section 204 and other than an inter- 
insurer or reciprocal underwriter) a tax computed under paragraph (1) or 
paragraph (2) whichever is the greater and upon the Income of every 
mutual insurance company (other than a life or a marine insurance com- 
pany or a fire insurance company subject to the tax imposed by section 
204) which is an interinsurer or reciprocal underwriter, a tax computed 
under paragraph ( 3 ) : 

(1) If the corporation surtax net income is over ? 3,000 a tax computed 
as follows: 

(A) Taxable years beginning after December 31, 1950, and before 
April 1, 1951. In the case of taxable years beginning after December 
31, 1950, and before April 1, 1951, and ending after March 31, 
1951 — 

(i) Normal tax. A normal tax of 2$% per centum of the nor- 
mal-tax net income, or 57^ per centum of the amount by which 
the normal-tax net income exceeds $3,000, whichever is the- 
lesser; plus 

(ii) Surtax. A surtax of 22 per centum of the corporation 
surtax net income in excess of $25,000. 

(B) Taxable years beginning after March 81, 1951, and before 
April 1, 1954. In the case of taxable years beginning after March 31^ 

1951, and before April 1, 1964 — 

(i) Nomial tax. A normal tax of 30 per centum of the nor- 
mal-tax net income, or 60 per centum of the amount by which the 
normal-tax net income exceeds $3,000, whichever is the lesser; 
plus 

(ii) Surtax. A surtax of 22 per centum of the corporation- 
surtax net income in excess of $25,000. 

(O) Taxable years beginning after March SI, 1954. In the case* 
of a taxable year beginning after March 31, 19 54 — 

(i) Normal tax. A normal tax of 25 per centum of the nor- 
mal-tax net income, or 50 per centum of the amount by which 
the normal-tax net income exceeds $3,000, whichever is the lesser; 
plus 

(ii) Surtax. A surtax of 22 per centum of the corporation 
surtax net income in excess of $25,000. 

(2) If for the taxable year the gross amount of income from interest, 
dividends, rents, and net premiums, minus dividends to policy holders, 
minus the interest which under section 22(b) (4) is excluded from gross- 
income, exceeds $75,000, a tax equal to the excess of — 
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(A) 1 per centum of tie amounts so computed, or 2 per centum of 
the excess of the amount so computed over ?75,000, whichever is the 
iesser, over 

(B) tlie amount of the tax imposed under Subcliapter E of Chapter 2. 

(3) In the case of an interinsurer or reciprocal underwriter, if the cor- 
poration surtax net income is over $50,000 a tax computed as follows: 

(A) Taxable years beginning after December 81, 1950, and before 
April 1, 1951. In the case of taxable years beginning after December 
31, 1950, and before April 1, 1951, and ending after March 31, 1951 — 

(i) Normal tax. A normal tax of 28% per centum of the 
normal-tax net income, or 57^ per centum of the amount by 
which the normal-tax net income exceeds $50,000, whichever is 
the lesser; plus 

(ii) Surtax. A surtax of 22 per centum of the corporation 
surtax net income in excess of $25,000, or 33 per centum of the 
amount by which the corporation surtax net income exceeds 
$50,000, whichever is the lesser. 

(B) Taxable years beginning after March 81, 1951, and before 
April 1, 1954. In the case of taxable years beginning after March 31, 
1951, and before April 1, 1954 — 

(i) Normal tax. A normal tax of 30 per centum of the nor- 
mal-tax net income, or 6 0 per centum of the amount by which the 
normal-tax net income exceeds $50,000, whichever is the lesser; 
plus 

(il) Surtax. A surtax of 22 per centum of the corporation 
surtax net income in excess of $25,000, or 33 per centum of the 
amount by which the corporation surtax net income exceeds $50,- 
000, whichever is the lesser. 

(O) Taxable years beginning after March 31, 1954. In the case of 
a taxable year beginning after March 31, 1954 — 

(1) Normal tax. A normal tax of 25 per centum of the nor- 
mal-tax net income, or 50 per centum of the amount by which 
the normal-tax net income exceeds $50,000, whichever is the 
lesser; plus 

(ii) Surtax. A surtax of 22 per centum of the corporation 
surtax net income in excess of $25,000, or S3 per centum of the 
amount by which the corporation surtax net income exceeds 
$50,000, whichever is the lesser. 

(4) Gross amoimt received over $75,000 but less than $125,000. If 
the gross amount received during the taxable year from interest, divi- 
dends, rents, and premiums (including deposits and assessments) is over 
$75,000 but less than $125,000, the amount ascertained under paragraph 
(1), paragraph (2) (A), and paragraph (3) shall be an amount which 
bears the same proportion to the amount ascertained under such para- 
graph, computed without reference to this paragraph, as the excess over 
$75,000 of such gross amount received bears to $50,000. 

(5) Foreign mutual insurance companies other than life or marine. In 
the case of a foreign mutual insurance company (other than a life or 
marine insurance company or a fire insurance company subject to the tax 
imposed by section 204), the net income shall be the net Income from 
sources within the United States and the gross amount of income from 
interest, dividends, rents, and net premiums shall be the amount of such 
income from sources within the United States. 

(6) No United States Insurance business. Foreign mutual insurance 
companies (other than a life or marine insurance company or a fire insur- 
ance company subject to the tax imposed by section 204) not carrying on 
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an insurance business witbin the United States shall not be taxable under 
this section but shall be taxable as other foreign corporations. 

(b) Definitioia of incoine, etc. In the case of an insurance company 
subject to the tax imposed by this section — 

(1) Gross investment income. "‘Gross investment income*’ means the 
gross amount of income during the taxable year from interest, dividends, 
rents, and gains from sales or exchanges of capital assets to the extent 
provided in section 117; 

(2) Net premiums. “Net premiums” means gross premiums (including 
deposits and assessments) written or received on insurance contracts dur- 
ing the taxable year less return premiums and premiums paid or incurred 
for reinsurance. Amounts returned where the amount is not fixed in the 
insurance contract but depends upon the experience of the company or 
the discretion of the management shall not be included in return premiums 
but shall be treated as dividends to policyholders under paragraph (3) ; 

(S) Dividends to policybold^rs. “Dividends to policyholders” means 
dividends and similar distributions paid or declared to policyholders. The 
term “paid or declared” shall be construed according to the method regu- 
larly employed in keeping the books of the insurance company; 

(4) Net income. The term “net Income” means the gross investment 
income less — 

(A) Tax-free interest. The amount of interest which under section 22 
(b) ( 4 ) is excluded for the taxable year from gross income; 

(B) Investment expenses. Investment expenses paid or accrued during 
the taxable year. If any general expenses are in part assigned to or in- 
cluded in the investment expenses, the total deduction under this sub- 
paragraph shall not exceed one-fourth of 1 per centum of the mean of 
the book value of the invested assets held at the beginning and end of the 
taxable year plus one-fourth of the amount by which net income computed 
without any deduction for investment expenses allowed by this subpara- 
graph, or for tax-free interest allowed by subsection (b) (4) (A), exceeds 
3 % per centum of the book value of the mean of the invested assets held 
at the beginning and end of the taxable year; 

(O) Beal estate expenses. Taxes and other expenses paid or accrued 
during the taxable year exclusively upon or with respect to the real estate 
owned by the company, not including taxes assessed against local benefits 
of a kind tending to increase the value of the property assessed, and not 
including any amount paid out for new buildings, or for permanent 
improvements or betterments made to increase the value of any property. 
The deduction allowed by this paragraph shall be allowed in the case of 
taxes imposed upon a shareholder of a company upon his interest as share- 
holder, which are paid or accrued by the company without reimbursement 
from the shareholder, but in such cases no deduction shall be allowed the 
shareholder for the amount of such taxes; 

(D) Depreciation. A reasonable allowance, as provided in section 23 
( 1 ), for the exhaustion, wear and tear of property, including a reasonable 
allowance for obsolescence; 

(E) Interest paid or accrued. All interest paid or accrued within 
the taxable year on indebtedness, except on indebtedness incurred or con- 
tinued to purchase or carry obligations (other than obligations of the 
United States issued after September 24, 1917, and originally subscribed 
for by the taxpayer) the interest upon which is wholly exempt from tax- 
ation under this chapter. 

(F) Capital losses. Capital losses to the extent provided in section 117 
plus losses from capital assets sold or exchanged in order to obtain funds 
to meet abnormal insurance losses and to provide for the payment of 
dividends and similar distributions to policyholders. Capital assets shall 
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be considered as sold or exchanged in order to obtain funds to meet ab- 
normal insurance losses and to provide for the payment of dividends and 
similar distributions to policyholders to the extent that the gross receipts 
from their sale or exchange are not greater than the excess, if any, for the 
taxable year of the sum of dividends and similar distributions paid to 
policyholders, losses paid, and expenses paid over the sum of interest, 
dividends, rents, and net premiums received. In the application of section 
117(e) for the purposes of this section, the net capital loss for the tax- 
able year shall be the amount by which losses for such year from sales 
or exchanges of capital assets exceeds the sum of the gains from such 
sales or exchanges and whichever of the following amounts is the lesser: 

(i) the corporation surtax net income (computed without regard to 
gains or losses from sales or exchanges of capital assets) ; or 

(ii) losses from the sale or exchange of capital assets sold or exchanged 
to obtain funds to meet abnormal insurance losses and to provide for the 
payment of dividends and similar distributions to policyholders. 

(c) Rental value of real estate. The deduction under subsection (fe) 
(4) (C) or (b) (4) (D) of this section on account of any real estate 
owned and occupied in whole or in part by a mutual insurance company 
subject to the tax imposed by this section, shall be limited to an amount 
which bears the same ratio to such deduction (computed without regard 
to this subsection) as the rental value of the space not so occupied bears 
to the rental value of the entire property. 

(d) Amortization of premium and accrual of discoimt. The gross 
amount of income during the taxable year from interest, the deduction 
provided in subsection (b) (4) (A), and the credit allowed against net 
Income in section 26(a) shall each be decreased by the appropriate 
amortization of premium and increased by the appropriate accrual of dis- 
count attributable to the taxable year on bonds, notes, debentures or other 
evidences of indebtedness held by a mutual insurance company subject 
to the tax imposed by this section. Such amortization and accrual shall 
be determined (1) In accordance with the method regularly employed by 
such company, if such method is reasonable, and ( 2 ) in all other cases, in 
accordance with regulations prescribed by the Commissioner with the ap- 
proval of the Secretary. 

(e) Deductions of foreign corporations. In the case of a foreign cor- 
poration the deductions allowed in this section shall be allowed to the ex- 
tent provided in Supplement I in the case of a foreign corporation engaged 
in trade or business within the United States. 

(f) Double deductions. Nothing in this section shall be construed to 
permit the same item to be twice deducted. 

(g) Credits under section 26. For the purposes of this section, in 

computing normal tax net income and corporation surtax net income, the 
credits provided In section 26 shall be allowed in the manner and to the 
extent provided in sections 13(a) and 15(a). 63 Stat. 74, amended June 

29. 1939, 10 p. m., E. S. T., c, 247, Title II. § 205, 53 Stat. 865; Oct. 
21, 1942, 4:30 p. m., E. W. T., c. 619, Title I, § 165(b), 56 Stat. 872; 
Feb. 25, 1944, 12:49 p. m., E. W. T., c. 63, Title I, § 135(d) (e), 68 Stat. 
52, 53; Nov. 8, 1945, 5:17 p. m., E. S. T., c. 453, Title I, § 121(b), 59 
Stat. 668; Sept, 23, 1950, 3:15 p. m., E. D. T., c. 994, Title I, Ft. I, § 
121(d) (1, 2), 64 Stat. 917; Jan. 3, 1951, 10:13 a. m., c. 1199, Title 
II, § 201(b), 64 Stat. 1216; Oct. 20, 1951, 2:07 p. m., B. S. T., c. 621, 
TiUe I, § 121(c), 65 Stat. 466. 
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Historical Not© 


in Text. Subcliapter E of 
chapter 2, referred to in sxibsec (a) (2) 
(B), relating to excess profits tax, was 
repealed as follows: sections 741 and 
752 by Act Oct. 21, 1942, 4:30 p. m , E. 
W. T, c. 619, Title II, §| 224(b), 22S(b). 
22S(a) (1), 56 Stat. 920, 925, 931; sections 
710-736, 740, 742-744, 750, 751, 760, 761, 
and 780-784 by Act Nov. 8, 1945, c. 453, 
Title I, § 122(a), 59 Stat. 656. 

1951 Amendment. Sub sec. (a) (1) 
amended by Act Oct 20. 1951, § 121(c) (1), 
to increase both normal and surtax rates 
on mutual insurance companies other 
than life. 

Subsec. (a) (3) amended by Acts Oct 
20, 1951, § 121(c) (2), Jan. 3, 1951, § 201 
(b), Act Oct 20, 1951 increased both the 
normal and surtax rates on interinsur- 
ers and reciprocal underwriters. Act Jan. 
5, 1951, increased surtax rate by 3 per- 
centage points from 30 to 33 per centum. 

1950 Amendment. Sub sec. (a) (1) 
amended by Act Sept 23, 1950, § 121(d) 
(1), which struck out subpars. (A) and 
(B) and inserted new subpars. (A) and 
(B) to reflect the normal tax rates and 
surtax rates applicable to mutual insur- 
ance companies for taxable years begin- 
ning after June SO, 1950, and for calen- 
dar year 1950. 

Subsec. (a) (3) amended by Act Sept. 
23, 1950, § 121(d) (2), which struck out 
subpars. (A) and (B) and inserted new 
subpars. (A) and (B) to reflect the normal 
tax rates and surtax rates applicable to 
interinsnrers or reciprocal underwriters 
for taxable years beginning after June 
30, 1950, and for calendar year 1950. 

1945 Amendment. Subsec. <a) (1) (B) 
amended generally by Act Nov. 8, 1945, § 
121(b) (1). 

Subsec. (a) (3) (B) amended by Act 
Nov. S, 1945, § 121(b) (2), which struck 
out *‘32 per centum’^ and inserted in lieu 
thereof “28 per centum”. 

1944 Amendment. Snbsecs. (a), (c) and 
(d) amended by Act Feb. 25, 1944 Sub- 
sec. (a) amended by inserting “or a fire 
insurance company subject to the tax im- 
posed by section 204” following “other 
than a life or a marine insurance com- 
pany” and “other than a life or marine 
insurance company” wherever appearing. 
Subsecs, (c) and (d) amended by strik- 
ing out *‘other than life and marine*' 
wherever appearing and inserting in lieu 
thereof “subject to the tax imposed by 
this section”. 

1942 Amendmeint. Act Oct. 21, 1942, 
amended section in its entirety. 

1939 Amendmeiit. Sub sec. (a) amended 
by Act June 29, 1939. 

Effective Date of 1951 Amendraents- 
Amendment of subsec. (a) (1), (3), by Act 
Oct. 20, 1951 as applicable to taxable years 
beginning after Dec. 31, 1950 and ending 


after Mar. 31, 1951, see note set out under 
section 13 of I.B.C 1939. 

Amendment of subsec. (a) (3) (A) (ii) 
by Act Jan. 3, 1951, as applicable with 
respect to taxable years beginning on or 
after July 1, 1950, see note set out under 
section 15 of I.Il.C.1939. 

Effective Date of 1950 Amemdmeiits. 
Section 121(d) (3) of Act Sept. 23, 1950, 
provided that amendments of subsec. (a) 
(1), (3), by said Act Sept 23, 1950, should 
apply only with respect to taxable years 
beginning after June 30, 1960, and to 
taxable years beginning on Jan. 1, 1950, 
and ending on Dec. 31, 1950. 

Effective Date of 1945 Azncndmeiit. Sec- 
tion 121(d) of Act Nov. 8, 1945 provided 
that the amendment of this section was 
made applicable with respect to taxable 
years beginning after Dec. 31, 1945. For 
treatment of taxable years beginning in 
1945 and ending in 1946, see sections 108 
and 710 of I.R.C.1939. 

Effective Date of 3944 Amendment. Sec- 
tion 135(f) of Act Feb. 25, 1944, provided 
that the amendment of this section was 
made applicable to taxable years begin- 
ning after Dec. 31, 1941. 

Effective Date of 1942 Amendment. Sec- 
tion 101 of Act Oct. 21, 1942, provided 
that the amendment of this section was 
made applicable to taxable years begin- 
ning after Dec. 31, 1941. 

Effective Date of 19S9 ' Amendment. 
Amendment of subsec. (a) made appli- 
cable only with respect to taxable years 
beginning after Dec. 31, 1939 by section 
229 of Act June 29, 1939. 

Treaty Obligations. Section 615 of Act 
Oct. 20, 1961, provided that: **No amend- 
ment made by this Act [Act Oct. 20, 1951] 
shall apply in any case where its applica- 
tion would be contrary to any treaty 
obligation of the United States.” 

'Similar provisions were contained in the 
following Acts: 

1950^Sept. 23, 1950, 3:15 p. m., B. D. 

T., c. 994, Title II, § 214, 64 Stat 937 

1944— Feh. 25, 1944, 12:49 p. m., B. W. 

T.. c. 63, Title I. § 136, 58 Stat 53. 

1942— Oct 21, 1942, 4:30 p. m., B. W. 

T., c. 619, Title I, S 109, 56 Stat. 806 

Text of Amendatory Revenue Acts. 
Complete original text of Revenue Acts 
amending this section, 1939 to date, see 
volumes “Title 26 — Internal Revenue 
Acts”. 

Eegislatlve History and Congressional 
Comment: For legislative history, and 
purpose of Act Oct 20, 1951, see 1951 
U S Code Cong Service, p. 1781 See, also, 
Acts Jan. 3, 1951, 1950 U.S.Code Cong 
Service, p. 4027; Nov. 8, 1945, 1945 Code 
Cong. Service, p. 814. 
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§ 208. Repealed. Oct. 21, 1042, 4:30 p. m., E. W. X., c. 619, Tifle 1, 
§ 163(b) (2), 56 Stat. 870 


Historical Note 


Section, added June 29, 1939, 10 p. m., 
m. S. T., c. 247, Title II, § 211(e) (2), 63 
Stat. 868, related to benefit of dednction 
allowed to insnrance companies for net 
operating* losses. 


Effectire Bate. The repeal of this sec- 
tion by Act Oct. 21, 1942, was made ap- 
plicable to taxable years beginning after 
Dec. 31, 1941, by section 101 thereof. 


SUPPIiEMENT H.— NONRBSIDDISrT ALIEN INDIVIDUALS 

§ 211. Tax on nom^sident alien individuals 

(a) No United States business or ofiice 

(1) General rule 

(A) Imposition of tax. There shall be levied, collected, and paid for 
each taxable year, in lieu of the tax imposed by sections 11 and 12 upon 
the amount received, by every nonresident alien individual not engaged 
in trade or business within the United States, from sources within the 
United States as interest (except interest on deposits with persons carry- 
ing on the banking business) , dividends, rents, salaries, wages, premiums, 
annuities, compensations, remunerations, emoluments, or other fixed or 
determinable annual or periodical gains, profits, and income, a tax of 30 
per centum of such amount, except that such rate shall be reduced, in the 
case of a resident of any country in North, Central, or South America, 
or in the West Indies, or of Newfoundland, to such rate (not less than 5 
per centum) as may be provided by treaty with such country. 

(B) Capital gains of aliens temporarily present in the United States. 
In the case of a nonresident alien individual not engaged in trade or busi- 
ness in the United States, there shall be levied, collected, and paid for 
each taxable year, in addition to the tax imposed by subparagraph (A) — 

(i) if he is present in the United States for a period or periods aggre- 
gating less than ninety days during such taxable year — a tax of 30 per 
centum of the amount by which his gains, derived from sources within 
the United States, from sales or exchanges of capital assets effected 
during his presence in the United States exceed his losses, allocable to 
sources within the United States, from such sales or exchanges effected 
during such presence; or 

(ii) if he is present in the United States for a period or periods aggre- 
gating ninety days or more during such taxable year — a tax of 30 per 
centum of the amount by which his gains, derived from sources within 
the United States, from sales or exchanges of capital assets effected at .any 
time during such year exceed his losses, allocable to sources within the 
United States, from such sales or exchanges effected at any time during 
such year. 

For the purposes of this subparagraph, gains and losses shall be taken 
into account only if, and to the extent that, they would be recognized and 
taken into account if such individual were engaged in trade or business 
in the United States, except that such gains and losses shall be computed 
without regard to the provisions of section 117 (b) and such losses shall 
be determined without the benefits of the capital loss carry-over provided 
in section 117 (e). 

(C) Cross reference. For inclusion in computation of tax of amount 
specified in shareholder's consent, see section 28. 
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(S) more tlmn $15|400. T3ie taxes imposed by paragraph 

(ij'siiall not apply to any individual if during the taxable year the sum 
of — 

(A) the aggregate amount received from the sources specified in para- 
graph (1) (A), plus 

(B) the amount, determined In accordance with the provisions of para- 
graph (1) (B), by which gains from sales or exchanges of capital assets 
exceed losses from such sales or exchanges, 

is more than 1 16,400. 

(3) Residents of certaJn countries. The provisions of paragraph (2) 
shall not apply to a resident of any country in North, Central, or South 
America, or in the West Indies, or of Newfoundland, so long as there is 
in effect with such country a treaty which provides otherwise. 

(b) United States business or office. A nonresident alien Individual 
engaged in trade or business in the United States shall be taxable without 
regard to the provisions of subsection (a). As used in this section, sec- 
tion 119, section 143, section 144, and section 231, the phrase “engaged 
in trade or business within the United States" includes the performance 
of personal services within the United States at any time within the tax- 
able year, hut does not include the performance of personal services for 
a nonresident alien individual, foreign partnership, or foreign corporation, 
not engaged in trade or business within the United States, by a nonresi- 
dent alien individual temporarily present in the United States for a period 
or periods not exceeding a total of ninety days during the taxable year and 
whose compensation for such services does not exceed in the aggregate 
13,000. Such phrase does not include the effecting, through a resident 
broker, commission agent, or custodian, of transactions in the United 
States in commodities (if of a kind customarily dealt in on an organized 
commodity exchange. If the transaction is of the kind customarily con- 
summated at such place, and if the alien, partnership, or corporation has 
no office or place of business in the United States at any time during the 
taxable year through which or by the direction of which such transactions 
in commodities are effected) , or in stocks or securities. 

(c) No United States business or office and gross Income of more than 
^ 15 , 400 , A nonresident alien individual not engaged in trade or busi- 
ness within the United States shall be taxable without regard to the pro- 
visions of subsection (a) (1) if during the taxable year the sum of the 
aggregate amount received from the sources specified in subsection (a) 
(1) (A), plus the amount (determined In accordance with the provisions 
of subsection (a) (1) (B)) by which gains from sales or exchanges of 
capital assets exceed losses from such sales or exchanges. Is more than 
$16,400, except that — 

(1) The gross income shall Include only Income from the sources speci- 
fied in subsection (a) (1) (A) plus any gain (to the extent provided in 
section 117) from a sale or exchange of a capital asset if such gain would 
be taken into account were the tax being determined under subsection 
(a) (1) CB); 

(2) The deductions (other than the so-called “charitable deduction" 
provided in section 213 (c) ) shall be allowed only if and to the extent 
that they are properly allocable to the gross income from the sources 
specified in subsection (a) (1) (A), except that any loss from the sale 
or exchange of a capital asset shall be allowed (to the extent provided 
in section 117 without the benefit of the capital loss carry-over provided 
in section 117 (e)) if such loss would be taken into accoxmt were th# 
tax being determined under subsection (a) (1) (B); 
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(S) Tiie tax imposed by this chapter (under sections 11 and 12, or 
under section 117 (c) ) shall, in no case, be less than 30 per centum of 
the sum of — 

(A) the aggregate amount received from the sources specified in sub- 
section (a) (1) (A), plus 

(B) the amount, determined in accordance with the provisions of sub- 
section (a) (1) (B),hy which gains from sales or exchanges of capital 
assets exceed losses from such sales or exchanges; and 

(4) This subsection shall not apply to a resident of any country in 
North, Central, or South America, or in the West Indies, or of New- 
foundland, so long as there is in effect with such country a treaty which 
provides otherwise. 53 Stat. 75, amended June 25, 1940, 11:45 a. m., 
E S. T., c. 419, Title I, § 4, 54 Stat. 518; Sept. 20, 1941, 12:15 p. m., 
E S. T., c. 412, Title I, §§ 105, 109, 55 Stat. 694, 695; Oct. 21, 1942, 
4:30 p. m., E. W. T., c. 619, Title I, §§ 106, 160(d, e), 167, 56 Stat. 807, 
808, 861, 875; Sept. 23, 1950, 3:15 p. m., E. D. T*, c. 994, Title II, § 213 
(a, b), 64 Stat. 936. 


Historical Note 


1950 Ana^ncUneaat. Subsec. (a) (1) 

amended by Act Sept, 23, 1950, § 213(a), 
to broaden the taxable income base of 
nonresident aliens who have been present 
in the United States at some time during 
the taxable year but who have not en- 
gaged in trade or business therein. 

Subsec. (a) (2) amended by Act Sept. 
23, 1950, § 213(b), to make the 30 per cent 
tax of subsection (a) (1) inapplicable 

when the aggregate of the amount of 
fixed or determinable income subject to 
the tax Is less than $15,400. 

Sub sec. (c) (l)-(3) amended by Act 

Sept. 28, 1950, § 213(b) (2), to incorporate 
rules for taking into cognizance the net 
amount of capital gains in the determina- 
tion of the amount of $15,400. 

1942 Amendment. Subsecs, (a) (1) (A), 
(2), (b) and (c) amended by Act Oct. 21, 
1942. 

1941 Amendment, Subsec. (a) (1) 

amended by Act Sept. 20, 1941, §| 105(a), 
109(a). Said section 105(a) affected only 
par. (A). 

Subsec. (a) (2) amended by Act Sept. 
20, 1941, § 105(b). 

Sub sec. (a) (3) amended by Act Sept. 
20, 1941, § 109(b). 

Subsec. (c) amended by Act Sept. 20, 
1941, §§ 105(c), 109(c). Said section 109 
(c) affected only par. (4). 

1940 Amendment. Subsec. (a) (1) (A) 
amended by Act June 25, 1940, which in- 
serted “15 per centum’* in lieu of “10 per 
centum.” 

Subsec. (a) (2) amended by Act June 
25, 1940, which substituted “$24,000” for 
“$21,600.” 

Sub sec. (c) amended by Act June 25, 
1940, which inserted “$24,000” in lieu of 
“$21,600” and “15 per centum” in lieu of 
“10 per centum.” 

SffectlTe Bate of 1950 Amendboients. 
Section 213(d) of Act Sept. 23, 1950, 
provided that the amendments of subsecs. 


(a) (1) (B), (2), and (c) (l)-(3> of this 
section and section 217(b) should be ef- 
fective with respect to taxable yean be- 
ginning after Dec. 31, 1949. 

BfTective Bate of 1943 AnoLendmeait. 
Amendment of subsec. (a) (1) (A) by 
Act Oct. 21, 1942, S 106(a), substituting 
“30 per centum” for “27% per centum”, 
was made applicable with respect to 
amounts received after the ninth day 
after Oct. 21, 1942, 4:30 p. m., E.W.T., re- 
gardless of whether the taxable year of 
the recipient begins before Jan. 1, 1942, 
or after Bee. 31, 1941, by section 106(a) 
of said Act Oct. 21, 1942. 

Amendment of sub sec. (a) (2) by Act 
Oct. 21, 1942, § 106(b), substituting 
400” for “^3,000”, was made applicable 
to taxable years beginning after Dec. 31, 
1941, by section 101 thereof. 

Amendments of subsecs, (a) (1) (A) 
and (c), striking out “and not having 
an office or place of business therein”, 
and subsec. (b) affecting last sentence, 
by Act Oct. 21, 1942, §§ 160(e), 167, were 
made applicable to taxable years begin- 
ning after Dec. 31, 1941, by section 101 
thereof. 

In the application of the amendment to 
subsec. (c) by Act Oct 21, 1942, § 106(c) 
substituting “$15,400” for “$23,000” and 
“30” for “27% ”, it was provided thtrt 
the rate should be 27% per centum with 
respect to the period ending with the 
ninth day after Oct. 21, 1942, 4:30 p. m., 
B.W.T,, and should be 30 per centum 
with respect to the period after such day. 

Directive Bate of 1941 Amendment. 
Act Sept, 20, 1941 was made applicable 
only with respect to taxable years be- 
ginning after Dec. 31, 1940, by section 
118 thereof. 

Dffeetive Bate of 1940 Amendment. 
Act June 25, 1940, provided as follows: 
“The amendments made by this title 
[sections 1-9 of 1940 Act], except the 
amendments made by section 5 [sections 
143, 144 of Internal Bevenue Code], shall 
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be applicable only witli respect to tax- 
able years beginning after December 31, 
1939”, by section 9 of said Act. 

Treaty Obligations. Section 214 of Act 
Sept 23, 1950, provided that: ‘"No amend- 
ment made by tbis Act [Act Sept. 23, 
1950] Shall apply in any case where its 
application would he contrary to any 
treaty^ obligation of the United States.” 

Similar provisions were contained in 
the following acts : 

1942— Oct. 21, 1042, 4:30 p. m., E W.T., 
c. 619, Title I, § 109, 56 Stat. SOS. 


1941__Sept. 20, 1941, 12 :15 p. m., B S.T., 
c- 412, Title I, § 108, 55 Stat. 695. 

1940— June 25, 1940, 11 :45 a. m , E S.T., 
e. 419, Title I, § 8, 54 Stat. 520. 

Text of Amendatory Kevenne Acts. 
Complete original text of Revenue Acts 
amending this section, 1939 to date, see 
volumes “Title 26— Internal Revenue 
Acts”. 

legislative History: For legislative 
history and purpose of Act Sept. 23, 1950, 
see 1950 U.S.Code Cong.Service, p. 3053. 


§ 213. Gross income 

(a) General rule. In the case of a nonresident alien individual gross 
income includes only the gross income from sources within the United 
States. 

(bi Exclusions. The following items shall not be Included In poss 
income of a nonresident alien indiridnal and shall be exempt from taxa- 
tion under this chapter; 

(1) Ships under foreign flag. Earnings derived from the operation of 
a ship or ships documented under the laws of a foreign country which 
grants an eguivalent exemption to citizens of the United States and to 
corporations organized in the United States; 

(3) Aircraft of foreign registry. Earnings derived from the operation 
of aircraft registered under the laws of a foreign country whicli grants 
an eauivalent exemption to citizens of the United States and to corpora- 
tfons organized in the United States. 53 Stat. 76, amended May 4, 1948, 
c. 257, § 1(a), 62 Stat. 210. 


Historical Not© 


1948 Amendment. Subsec. (b) amended 
by Act May 4, 1948, which extends to 
earnings of aircraft under foreign regis- 
try the reciprocal income tax exemption 
granted to earnings of ships under for- 
eign flag since 1021. 

EITtsctive Date of 1948 Amendment. 
Section 2 of Act May 4, 1948, provided 
that the amendment of this section by 
said Act May 4, 1948, should he applica- 


ble with respect to taxable years be- 
ginning after Dec. 31, 1945 

Text of Amendatory Revenue Acts. 
Complete original text of Revenue Acts 
amending this section, 1939 to date, see 
volumes “Title 26 — ^Internal Revenue 
Acts”. 

Degislative History : For legislative 
history and purpose of Act May 4, 1948, 
see 1948 U.S.Code Cong Service, p. 1515. 


§ 213. Deductions 

(a) General rule. In the ease of a nonresident alien individual the 
deductions shall be allowed only if and to the extent that they are con- 
nected with income from sources within the United States; and the proper 
apportionment and allocation of the deductions with respect to sources of 
income within and without the United States shall be determined as pro- 
vided in section 119, under rules and regulations prescribed by the Com- 
missioner with the approval of the Secretary. 

(b) Dosses 

(1) The deduction, for losses not connected with the trade or 

business if incurred in transactions entered into for profit, allowed 

by section 23(e) (2) shall be allowed whether or not connected 

with income from sources within the United States, but only if the 
profit, if such transaction had resulted in a profit, would b© taxable 
under this chapter. 

(2) The deduction for losses of property not connected with the 

trade or business if arising from certain casualties or theft, allowed 
by section 23(e) (3), shall be allowed whether or not connected 

266 



NONRESIDENT ALIEN INDIVIDUALS §214 


witli income from sources within the United States, hut only if the loss 
is of property within the United States. 

(c) Charitable, etc., contributions. The so-called '‘charitable con- 
tribution'* deduction allowed by section 23 (o) shall be allowed whether 
or not connected with income from sources within the United States, but 
only as to contributions or gifts made to domestic corporations, or to 
community chests, funds, or foundations, created in the United States, or 
to the vocational rehabilitation fund. 

(d) Standard deduction. The standard deduction provided in section 
23(aa) shall not be allowed. 53 Stat. 76, amended May 29, 1944, 7 p. m., 
E, W. T-, c. 210, Pt. I, § 9(d), 58 Stat. 238. 


Historical Note 


1944 Amendmeiat. Subsec. (d) added by 
Act May 29, 1944. 

Effective jy&te ef 1944 Amendment. 
Amendment adding subsec. (d) made ap- 
plicable to taxable years beginning after 
Dec. 31, 1943, by section 2 of Act 
May 29, 1944, 


Text of Amendatory* Revenno Acts. 
Complete original text of Revenue Acts 
amending this section, 1939 to date, see 
volumes “Title 26— Internal Revenue 
Acts". 

Congressional Comment: For legisla- 
tive history and purpose of Act May 29, 
1944, see 1944 U.S.Code Cong Service, p. 
1956. 


§ 214. Credits against net income 

In the case of a nonresident alien individual who is not a resident of 
a contiguous country, only one exemption under section 25(b) shall be al- 
lowed. 53 Stat, 77, amended June 25, 1940, 11:45 a. m., E. S. T., c. 419, 
Title I, § 6(b), 54 Stat. 519; Sept. 20, 1941, 12:15 p. m., E. S. T., c. 412, 
Title I, § 111(b), 55 Stat. 696; Oct. 21, 1942, 4:30 p. m., E. W. T., c. 
619, Title I, § 131(a) (2), 56 Stat. 828; May 29, 1944, 7 p. m., E. W. T., 
c. 210, Pt. I, § 10(f), 58 Stat. 239; Nov. 8, 1945, 5:17 p. m., E. S. T., 
c. 453, Title I, § 102(b) (7), 69 Stat. 559. 

Historical Note 


1945 Amendment. Act Nov. 8, 1945, 

amended section generally. 

1944 Amendment. Act May 29, 1944, 

amended section generally to provide 
that the normal tax exemption and the 
surtax exemption shall each be $500, and 
the exemption for dependents shall not 
be allowed unless the alien is a resident 
of a contiguous country. 

1942 Amendment. Act Oct. 21, 1942, 

amended section in its entirety. 

1941 Amendment. Act Sept. 20, 1941, 
substituted “$760»* for «$800»». 

1940 Amendment. Act June 26, 1940, 
substituted “^SOO** for “$1,000.” 

Effective Date ot 1945 Amendment. 

Amendment by Act Nov. 8^ 1945, was 

made applicable to taxable years begin- 
ning after Dec. 31, 1945. by section 102(c) 
thereof. For treatment of taxable years 
beginning In 1945 nnd ending in 194^ 
see sections 108 and 710 of I.B.C.1930. 

Effective Date 1944 Amendment. 

Act May 29, 1944, was made applicable to 

taxable years beginning after Dec. Si, 
1943, by section 2 th^eof. 

Effective Date of 1942 Amendment. 

Act Oct. 21, was madb applcatble 
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to taxable years beginning after Dec. 31, 
1941, by section 101 thereof. 

Effective Date of 1941 Amendment. 
Act Sept. 20, 1941, was made applicable 
only with respect to taxable years be- 
ginning after Dec. 31, 1940, by section 118 
thereof. 

Effective Date of 1940 Ajp.endmeii;t. 
Act June 25, 1940, provided as follows: 
“The amendments made by this title 
[sections 1-9 of 1940 Act], except the 
amendments made by section 5 [sections 
143, 144 of Internal Revenue Code], shall 
be applicable only with respect to tax- 
able years beginning after December 
31, 1939”, by section 9 of said Act. 

Treaty Obligations. Section 109 of Act 
Oct. 21, 1942, provided: “No amendment 
made by this title [sections 101-172, 181- 
186 of 1942 Act] shall apply in any case 
where its application would be contrary 
to any treaty obligation of the United 
States.” 

Similar provisions were contained In 
the following Acts: 

1941— Sept 20, 1941, 12 :15 p. m.. 
c. 412, Title I, 8 108. 56 Stat. 696. 

1940— June 26, 1940, 11 :45 a. m., E.S.T., 

<^419, Title I, I 8^ .64 Stat 620. 
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Text of Amendatory Bevenae Acts, 
Complete original text of Bevenue Acts 
amending this section, 1939 to date, see 
volumes ^‘Title 26 — Internal Bevenne 
Acts”. 


Congressional Comment: For legisla- 
tive history and purpose of Act Nov. 8, 
1945, see 1945 U.S Code Cong Service p. 
814. -See, also, Act May 29, 1944, 1944 
US. Code Cong Service, P 1056. 


§ SIS. Aliowanco of deductioBS and credits 

(a) Retiim to contain informatioii, A nonresident alien individual 
shall receive the benefit of the deductions and credits allowed to Mm in 
this chapter only by filing or causing to be filed with the collector a true 
and accurate return of his total income received from all sources in the 
United States, in the manner prescribed in this chapter; including therein 
all the information which the Commissioner may deem necessary for the 
calculation of such deductions and credits. 

(b) Tax withheld at source. The benefit of the exemptions under sec- 
tion 25(b) may, in the discretion of the Commissioner and under regula- 
tions prescribed by him with the approval of the Secretary, be received 
by a nonresident alien individual entitled thereto, by filing a claim there- 
for with the withholding agent. 53 Stat. 77, amended May 29, 1944, 
7 p. m., E. W. T„ c. 210, Pt, I. § 10(g), 58 Stat. 240; Nov. 8, 1945, 5:17 
p. m., E. S. T., c. 453, Title I, § 102(b) (8). 59 Stat. 559. 


Historical Note 


I94fi Amendment. Sub sec. (b) amend- 
ed by Act Nov. 8, 1945, which substituted 
“the exemptions under section 25(b)” for 
“normal tax exemption and the surta.x 
exemptions”. 

1944 Amendment, Subsec. (b) amended 
by Act May 29, 1944, which struck out 
“the personal exemption and credit for 
dependents”, and inserted tn lieu thereof 
“the normal tax exemption and the sur- 
tax exemptions”. 

Bflfectlve Date of 194B Amendment. 
Act Nov. 8, 1945, was made applicable to 
taxable years beginning after Dec. 31, 
1945, by section 102(c) thereof. For 
treatment of taxable years beginning in 


1945 and ending in 1946, see sections 108 
and 710 of I.R C.19S9. 

Effective Date of 1944 Amendment. 
Act May 29, 1944, was made applicable 
to taxable years beginning after Dec. 31, 
1943, by section 2 thereof. 

Text of Amendatory Bevenue Acts. 
Complete original text of Revenue Acts 
amending this section, 1939 to date, see 
volumes “Title 26— Internal Revenue 
Acts”. 

Congressional Comments For legisla- 
tive history and purpose of Act Nov. 
8. 1945, see 1945 U.S Code Cong Service p. 
814. See, also. Act May 29, 1944, 1944 U.S. 
Code Cong. Service, p. 1056. 


§ 210- Credits Against tax 

A nonresident alien individual shall not be allowed the credits against 
the tax for taxes of foreiga countries and possessions of the United States 
allowed ,by secUon 131. A nonresident alien individual shall be allowed 
aa a credit against his tax the amount required by section 396 to be paid 
by the personal service corporation of which he is a shareholder with re- 
spect to his tax liability under Supplement S. 63 Stat. 77. amended Oct. 
8 . 1940, 11 p. m., E. S. T.. c. 757, Title V, S 504. 64 Stat. 1007. 


Historical Note 


1940 Amendment. Last sentence added 
by Act Oct. 8, 1940. 


Text of Amendatory Revenue Aeis. 
Complete original text of Revenue Acts 
amending this section, 1939 to date, see 
volumes “Title 26— Internal Revenue 
Acts”. 


§ 217- Returns 

(a) Requirement. In the case of a nonresident alien individual with 
respect to whose wages, as defined in section 1621(a). withholding under 
Subchapter B of Chapter 9 is not made applicable, the return, in lieu of 
the time prescribed in section 53(a) (1). shall be made on or before the 
fifteenth day of the sixth month following the close of the fiscal year, or, if 
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the return is made on tlie basis of tlie calendar year, tlien on or before 
tbe fifteenth day of June. 

(h) Exemption from requirement. Subject to such conditions, limita- 
tions, and exceptions and under such regulations as may be prescribed by 
the Commissioner, vith the approval of the Secretary, nonresident alien 
individuals subject to the tax imposed by section 211 (a) (1) (A) may be 
exempted from the requirement of filing returns of such tax. 53 Stat. 
77, amended June 9, 1943, 7 p. m., E. W. T., c. 120, § 5(e) (1), 57 Stat. 
144; Sept. 23, 1950, 3:15 p. m., E, D. T., c. 994, Title 11, § 213(c), 64 
Stat. 937. 


historical Hota 


1950 iljmendment. Sub sec. (b) amended 
by Act Sept. 23, 1950, which substitnted 
‘^section 211(a) (1) (A)*' in Ueu of ‘‘sec- 
tion 211(a)*'. 

1943 Amendment. Snbsec. (a) amend- 
ed by Act June 9, 1943, which inserted 
*‘with respect to whose wages, as defined 
In section 1621()a, withholding under 
Subchapter D of (Chapter 9 is not made 
applicable.*' 

Effective Date of 1950 Amendment, 
Section 213(d) of Act Sept. 23, 1950, pro- 
vided that the amendments of subsec. (b) 
of this section should be effective with re- 
spect to taxable years beginning after 
Dec. 31, 1949. 

Effective Date of 1943 Amendment, 
Amendment of subsec. (a) by Act June 9, 


1943, was made effeetive with respect to 
taxable years begmaing after Dec. SL, 
1942, by section 5Cf) thereof. 

Treaty Obligations. Seetioii 214 of Act 
Sept. 23, 1950, provided that: “No amend- 
ment made by this Aet [Aet Sept. 23, 
1950] shall apply in any case where its 
application would be contrary to any 
treaty obligation of the United fitates.*' 

Text of Amendatoary Berv’enno Aets. 
Complete original text of Revenue Acts 
amending this sectioB, 1939 to date, 
see volumes “Title 26— Internal Revenue 
Acts”. 

legislative mstorys For leglMative 
history and purpose of Act Sept. 23, 
1950, see 1950 n.S.Cede Ceng.SerTice, p. 
S053. 


§ 218. Payment of tax 

(a) Time of payment. In the case of a nonresident alien Individual 
with respect to whose wages, as defined in section 1621(a), withholding 
under Subchapter D of Chapter 9 is not made applicable, the total amount 
of tax imposed by this chapter shall be paid, in lieu of the time prescribed 
in section 56(a), on the fifteenth day of June following the close of the 
calendar year, or, if the return should be made on the basis of a fiscal 
year, then on the fifteenth day of the sixth month following the close of 
the fiscal year. 

(b) Witliholdtng at source 

For withholding at source of tax on income of nonresident aliens, see section 143. 
53 Stat. 77, amended June 9, 1943, 7 p. m., B. W. T., c. 120, § 5(e) (2), 
67 Stat. 144. 


Historical NToto 


1943 Amendment. Subsec. (a) amended 
by Act June 9, 1943, which inserted “with 
respect to whose wages, as defined in 
section 1621(a), withholding under Sub- 
chapter D of Chapter 9 is not made ap- 
plicable”. 

Effective Date of 1943 Amendment. 
Amendment of subsec. (a) by Act June 


9, 1943, was made effective with respect 
to taxable years beginning after Dec. 
81, 1942, by section 5(f) thereof. 

Text of Amendatory Bevenue Aets. 
Complete original text of Revenue Acts 
amending this section, ,1939 to date, 
see volumes ”Title 26 — ^Internal Beveilue 
Acts'*. 


§ 21D. FartnersMps 

For the purpose of this chapter, a nonresident alien individual shall be 
considered as being engaged in a trade or business within the United 
States if the partnership of which he is a member is so engaged. 53 Stat. 
78, amended Oct. 21, 1942, 4:30 p. m., E. W. T., c. 619, Title I, $ 160(f), 
56 Stat. 861, ^ ' ' '' ^ . t- , . i , 
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Historical Not© 


1942 AmendDaent, Words, “and as hav- 
ing an office or place of business vrithiu 
the United Slates if the partnership of 
which he is a member has such an office 
or place of business*' were omitted by 
Act Oct. 21. 1942. 

Effective Bate of 1943 Amendment. Act 
Oct. 21, 1942, was made applicable to tax- 
able years beginning’ after Dec. 31, 1941, 
by section 101 thereof. 

Treaty Obligations. Section 109 of Act 
Oct. 21, 1942 provided as follows: “No 


amendment made by this title fsection® 
101-172, ISl-lSG of 1942 Act] shall apply 
in any case where its application would 
be contrary to any treaty obligation of 
the United States ” 

Text of Amendatory Bevenue Acts. 
Complete original text of Revenue Acts 
amen'ling this section, 19S9 to date^ 
see volumes “Title 20— Internal Eeveaue 
Acts’*. 


§ 220. Alien residents of Puerto Rico 

(a) No application to certain alien residents of Puerto Rico. The pro- 
visions of this supplement shall have no application to an alien individual 
who is a bona fide resident of Puerto Rico during the entire taxable year,, 
and such alien shall be subject to the taxes imposed by sections 11 and 12. 

(b) Cross reference. For exclusion from gross income of income de- 
rived from sources within Puerto Rico, see section 116(0 (1). Added 
Sept. 23, 1950, 3:15 p. m., B. D. T., c. 994, Title II, § 221(d), 64 Stat. 
945. 

Historical Note 


Effective Bate. Section as effective with 
respect to taxable years beginning after 
Dec. 31, 1950, see note set out under 
section 251 of I.R.C.1939. 

Treaty Obligrations. Section 214 of Act 
Sept. 23, 1950, provided that : “No amend- 
ment made by this Act [Act Sept. 23, 


1950] shall apply in any case where its 
application would be contrary to any 
treaty obligation of the United States.’* 

UegislatiTe History i For legislative 
history and purpose of Act Sept. 23, 1950, 
see 1950 XJ.S.Code Cong.Service, p. 3053. 


§ 221. Foreign educational, charitable and certain other exempt or- 
ganizations 

For special provisions relating to foreign educational, charitable and 
other exempt trusts, see section 421 (d). Added Sept. 23, 1960, 3:15 
p. m., E. R, T., c. 994, Title III, Pt. I, § 301(c) (5). 64 Stat. 953. 


Historical Not© 


Effective Bate. Section as applicable 
with respect to taxable years beginning 
after Dec. 31, 1950, see note* set out un- 
der i^ection 421 of I.R.C.1939. 

Treaty Obligations. Section 214 of Act 
Sept. 23, 1950, provided that : “No amend- 
ment made by this Act [Act Sept, 23, 1950] 


shall apply in any case where Its appli- 
cation would be contrary to any treaty 
obligation of the United States.** 

Eegislative History: For legislative 
history and purpose of Act Sept. 23, 1950, 
see 1950 U.S Code Cong Service, p. 3053. 


suppdbmbnt r .— foreign corporations 

§ 231* Tax on foi^eign corporations 
(a) Nonresident corporations — 

(1) Imposition of tax. There shall be levied, collected, and paid for 
each taxable year, in lieu of the tax imposed by sections 13 and 14, upon 
the amount received by every foreign corporation not engaged in trade or 
business within the United States, from sources within the Uhited States 
as interest (except interest on deposits with persons carrying on the 
banking business), dividends, rents, salaries, wages, premiums, annuities,* 
compensations, remunerations, emoluments, or other fixed or determina- 
ble annual or peffiodleaj g.alns, .prjgfits, and income, a tax of 30 per centum 
of such amount, except that in the case of corporations orgai^ijsed updeir 
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the laws of any country in Nortli, Central, or South America, or in the 
West Indies, or of Newfoundland such rate with respect to dividends shall 
be reduced to such rate (not less than 5 per centum) as may be provided 
by treaty with such country, 

(3) Cross reference. 

For inclnsion in computation of tax of amount specified in shareholder's consent, 
see section 28. 

(b) Resident corporations. A foreign corporation engaged in trade 
or business within the United States shall be taxable as provided in sec^ 
tion 13 and section 15. 

(c) Gross income. In the case of a foreign corporation gross income 
includes only the gross income from sources within the United States. 

(d) Exclusions. The following items shall not be included in gross 
income of a foreign corporation and shall be exempt from taxation under 
this chapter: 

(1) Ships under foreign flag. Earnings derived from the operation 
of a ship or ships documented under the laws of a foreign country which 
grants an equivalent exemption to citizens of the United States and to 
corporations organized in the United States; 

(3) Aircraft of foreign registry. Earnings derived from the operation 
of aircraft registered under the laws of a foreign country which grants 
an equivalent exemption to citizens of the United States and to corpora- 
tions organized in the United States. 53 Stat. 78, amended June 29, 1939, 

10 p. m., E. S. T., c. 247, Title II, § 206, 53 Stat. 866; June 25, 1940, 

11:45 a. m., E. S. T., c. 419, Title I, § 3(c), 54 Stat. 517; Sept. 20, 1941, 

12:15 p. m., E. S. T., c. 412, Title I, §§ 104(d), 106, 109(a), 55 Stat. 694, 

695; Oct. 21, 1942, 4:30 p. m., E. W. T., c. 619, Title I, §§ 107, 160 (d, e), 
56 Stat. 808, 861; May 4, 1948, c. 257, § 1(b), 62 Stat. 210; Sept. 23, 
1950, 3.15 p. m., E. D, T., c. 994. Title I, Pt II, § 121(g) (5), 64 Stat. 
919. 

Historical Hote 


1950 Amendment. Snbsec. (b) amended 
by Act Sept. 23, 1950, which substituted 
“section 13” in lieu of “section 14(c) (1)"- 

1M8 Amendment. Subsec. (d) amended 
by Act May 4, 1948, which extends to 
earning of aircraft under foreign registry 
the reciprocal income tax exemption 
granted to earnings of ships under for- 
eign flag since 1921. 

1M2 Amendment. Subsecs, (a) and (b) 
amended by Act Oct. 21, 1942. 

1941 Amendment. Sub sec. (a) (1) 
amended by Act Sept. 20, 1941, §§ 106, 109 
(a) which increased the rate of tax from 
“15 per centum’' to “27i^ per centum” and 
substituted the words “any country in 
North, Central, or South America, or in 
the West Indies, or of Newfoundland” for 
the words *‘s. contiguous country”. 

Subsec. (b) amended by Act Sept. 20, 
1941, § 104(d), which added reference “and 
section 15” at the end thereof. 

1940 Amendment. Sub sec. (a) (1) 

amended by Act June 25, 1940, which 
struck out “except that in the case of 
dividends the rate shall be 10 per centum, 
and” after “a tax of 15 per centum of 
such amount” and struck out “of 10 
per centum” after “such rat€f* In last 
clause. 

1939 Amendment. Subsec. (b) amended 
by Act June 29, 1939. 


Effective Bate of 1950 Amendments. 
Section 121(g) (6) of Act Sept. 23, 1950, 
provided in part that the amendment of 
subsec. (b) of this section by said Act 
Sept 23, 1950 should be effective with 
respect to taxable years beginning after 
June 30, 1950, and with respect to tax- 
able years beginning on Jan. 1, 1950, 
and ending on Dec. 31, 1950. 

Effective Bate of 1948 Amendments. 
Section 2 of Act May 4, 1948, provided 
that the amendment of this section by 
said Act May 4. 1948, should be applicable 
with respect to taxable years beginning 
after Dec. 31, 1945. 

Effective Bate of 1942 Amendment. 
Amendment of subsec. (a), substituting 
“30” per centum for “27%”, by Act Oct. 
21, 1942, § 107, was made applicable with 
respect to amounts received after the 
ninth day after Oct. 21, 1942, 4:30 p. m, 
E. W. T., regardless of whether the tax- 
able year of the recipient begins before 
Jan. 1, 1942, or after Dec. SI, 1041, by 
section 107 of said Act Oct. 21, 1942. 

Amendments of subsecs, (a) and (b). 
striking out “and not having an office 
or place of business therein” from sub- 
sec. (a), and “or having an office o>- 
place of business therein” from subset 
(b), by Act Oct. 21, 1042, | 16a(d, e>, 
were made applicable to taxable years be 
ginning after Dec. 31, 1941, by section 
101 thereof. 
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Effective Date ef 1^ Amendment. 
Act Sept. 20, 1941, was made applicabi^ 
only with respect to taxable years begin- 
ning’ after Dec. 31, 1940, by section UB 
thereof. 

Effective Date of 1040 Amendmcaait. Act, 
June 2o, 1940, provided as follows: “The 
amendments made by this title [sections 
1 — 9 of 1940 Act], except the amendments 
made by section 5 [sections 143, 144 of 
Internal Revenue Code], shall be appli- 
cable only with respect to taxable years 
beginning after December 31, 1039”, by 
section 9 of said Act. 

Effective Date of 1939 Amendment. Sec- 
tion 220 of Act June 29, 1939 provided that 
the amendment of subsec (b) of this 
section was made applicable only with 
respect to taxable years beginning after 
Dec. 31, 1939. 

Treaty Obligations, Section 214 of Act 
Sept. 23, 1950, provided that: “No amend- 


ment made by this Act [Act Sept. 
1930] shall apply in any case where its 
application would be contrary to any 
treaty obligation of the United States.” 

Similar provisions were contained in 
the following Acts: 

1942— Oct. 21, 1942, 4 30 p m , E. W. T , 
C. 619, Title I, § 109, 56 Stat. 808. 

1941_Sept. 20, 1941, 12 15 p m , B. S. T., 
e. 412, Title I, § lOS, 55 Stat. 69o. 

1940 „jnnG 25, 1940, 11:45 a. m., E S. T , 
c. 419, Title I, § 8, 54 Stat 520. 

Text of Amendatory Revenue Acts. 
Complete original text of Revenue Acts 
amending this section, 1939 to date, 
see volumes “Title 2&— Internal Revenue 
Acts”. 

Xegislative History: For legislative 
history and purpose of Act Sept. 23, 
1950, see 1950 U S Code Cong. Service, p. 
3053. See, also. Act May 4, 1948, 1948 U. 
S.Code Cong.Service, p. 1515. 


§ 2S2. Deductions 

(a) In general. In the case of a foreign corporation the deductions 
shall be allowed only if and to the extent that they are connected with 
income from sources within the United States; and the proper apportion- 
ment and allocation of the deductions with respect to sources within and 
without the United States shall be determined as provided in section 119, 
under rules and regulations prescribed by the Commissioner with the ap- 
proval of the Secretary. 

(h) Charitable, and so forth, contributions. The so-called ‘‘charitable 
contribution^' deduction allowed by section 23 (q) shall be allowed wheth- 
er or not connected with income from sources within the United States. 
53 Stat. 7S. 


§ 233. Allowance of deductions and credits 

A foreign corporation shall receive the benefit of the deductions and 
credits allowed to it in this chapter only by filing or causing to be filed 
with the collector a true and accurate return of its total income received 
from all sources in the United States, in the manner prescribed in this 
chapter; including therein all the information which the Commissioner 
may deem necessary for the calculation of such deductions and credits., 
53 Stat. 79. 

§ 234. Credits against tax 

Foreign corporations shall not be allowed tbe credits against the tax 
for taxes of foreign countries and possessions of the United States allowed 
by section 131. A foreign corporation shall be allowed as a credit against 
its tax the amount required by section 396 to be paid by the personal 
service corporation of which it is a shareholder with respect to its tax 
liability under Supplement S. 53 Stat. 79, amended Oct, 8. 1940, 11 p. m., 
E. S. T., c. 757, Title V, § 505, 54 Stat. 1007. 


Historical Not© 

1940 Amendmemt. Last sentence added Text of Amendatory Bevenne Acts, 
by Act Oct 8, 1940. Complete original text of Revenue Acts 

amending this section, 3939 to date, 
see volumes “Title 2G — Internal Revenue* 
Acts”. 
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§ 2S5. Betums 

(a) Time of filing. In tlie case of a forei^ corporation not liaTing 
any office or place of business in the United States the return, in lieu of 
tlie time prescribed in section 53(a) (1), shall be made on or before the 
fifteenth day of the sixth month following the close of the fiscal year, or, 
if the return is made on the basis of the calendar year then on or before 
the fifteenth day of June. If any foreign corporation has no office or 
place of business in the United States but has an agent in the United 
States, the return shall be made by the agent. 

(b) Exemption from requirement. Subject to such conditions, lim- 
itations, and exceptions and under such regulations as may be prescribed 
by the Commissioner, with the approval of the Secretary, corporations 
subject to the tax imposed by section 231(a) may be exempted from the 
requirement of filing returns of such tax. 53 Stat. 79. 

§ 236. Payment of tax 

(a) Time of payment. In the case of a foreign corporation not having 
any office or place of business in the United States the total amount of 
tax imposed by this chapter shall be paid, in lieu of the time prescribed in 
section 56(a), on the fifteenth day of June following the close of the 
calendar year, or, if the return should be made on the basis of a fiscal 
year, then on the fifteenth day of the sixth month following the close of 
the fiscal year. 

(b) Withholding at source 

Fftir wltWiolding at source of tax on income of foreign corporations, see section 144 

53 Stat. 79. 

§ 237. Foreign insurance companies 
For fpecial provisions relating to foreign insurance companies, see Supplement Q. 
63 Stat. 79. 

§ 238. Foreign educational, charitable and certain other exempt or- 
ganizations 

For special provisions relating to foreign educational, charitable and 
certain other exempt organizations, see section 421 (d). Added Sept. 23, 
1950. 3:15 p. m., E. D. T., c. 994. Title HI, Pt. I, § 301 (c) (6), 64 Stat. 
953. 


Historical Hote 


Codiflcatioii. Former section 238, Act. 
Feb. 10 3039. c. 2, § 238, 53 Stat 79, which 
was repealed by Act Oct. 21, 1942, 4:30 p. 
m, E. W. T., c. 619. Title I, § 150(c), 56 
Stat. 860, and made applicable only with 
respect to taxable years beginning after 
Pec. 31, 1941. by section 101 of said Act 
Oct. 21, 1942, provided as follows: 

“A foreign corporation shall not be 
deemed to be affiliated with any other 
corporation within the meaning of section 
141." 

Effective Date. Section as applicable 
with respect to taxable years beginning 


after Dec. 31, 1950, see note set out un- 
der section 421 of I.B.C.1939. 

Treaty Obligations. Section 214 of Act 
Sept. 23, 1950, provided that: ‘*No amend- 
ment made by this Act [Act Sept. 23, 
1950] shall apply in any case where its 
application would be contrary to any 
treaty obligation of the United States." 

Eegrislative History: For legislative 
history and purpose of Act Sept. 23, 
1950, see 1950 U.S.Code Cong.Service, p. 
3053. 


SUPPDBMBNT X— POSSESSIONS OF THE UNITED STATES 

§ 251. Income from sources within possessions of United States 
(a) General rule. In the case of citizens of the United States or do- 
mestic corporations, satisfying the following conditions, gross Income 
means only gross income from sources within the United States — 
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(1) If 80 per centnm or more of the gross income of such citizen or 
domestic corporation (computed without the benefit of this section), for 
the three-year period immediately preceding the close of the taxable year 
(or for such part of such period immediately preceding the close of such 
taxable year as may be applicable) was derived from sources within a 
possession of the United States; and 

(2) If, in the case of such corporation, 50 per centum or more of its 
gross income (computed without the benefit of this section) for such pe- 
riod or such part thereof was derived from the active conduct of a trade 
or business within a possession of the United States; or 

(3) If, in case of such citizen, 50 per centum or more of his gross in- 
come (computed without the benefit of this section) for such period or 
such part thereof was derived from the active conduct of a trade or busi- 
ness within a possession of the United States either on his own account 
or as an employee or agent of another. 

<b) Amounts received in United States. Notwithstanding the provi- 
sions of subsection (a) there shall be included in gross income all amounts 
received by such citizens or corporations within the United States, wheth- 
er derived from sources within or without the United States. 

(c) Tax in case of corporations — 

(1) Corporation tax. A domestic corporation entitled to the benefits of 
this section shall be subject to tax under section 13 or section 14(b), and 
under section 16. 

(S) Cross reference. 

For inclusion in computation of tax of amount specified in shareholder’s consent, 
see section 28 . 

(d) Definition. As used in this section the term "'possession of the 
United States’’ does not include the Virgin Islands of the United States, 
and such term when used with respect to citizens of the United States 
does not include Puerto Kico. 

(e) Deductions. (1) Citizens of the United States entitled to the 
benefits of this section shall have the same deductions as are allowed by 
Supplement H in the case of a nonresident alien individual engaged in 
trade or business within the United States. 

(2) Domestic corporations entitled to the benefits of this section shall 
have the same deductions as are allowed by Supplement I in the case of a 
foreign corporation engaged in trade or business within the United States. 

(f) Credits against net income. A citizen of the United States entitled 
to the benefits of this section shall be allowed only one exemption under 
section 25(b). 

<g) Allowance of deductions and credits. Citizens of the United States 
and domestic corporations entitled to the benefits of this section shall re- 
ceive the benefit of the deductions and credits allowed to them in this 
chapter only by filing or causing to be filed with the collector a true and 
accurate return of their total income received from all sources in the 
United States, in the manner prescribed in this chapter; including there- 
in all the information which the Commissioner may deem necessary for 
the calculation of such deductions and credits. 

(h) Credits against tax. Persons entitled to the benefits of this sec- 
tion shall not be allowed the credits against the tax for taxes of foreign 
< 3 ountries and possessions of the United States allowed by section 131- 

(i) Prisoners of war and internees. In the case of a citizen of the 
United States taken as a prisoner of war while serving within a possession 
of the United States as a member of the military or naval forces of the 
United States, and in the case of a citizen interned by the enemy while 
serving as an employee within a possession of the United States— 
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(1) if such citizen was confined in any place not within a possession 
of the United States, such place of confinement shall, for the purposes of 
this section, be considered as within a possession of the United States; and 

(2) any compensation received within the United States by such citizen 
attributable to the period of time during which such citizen was a pris- 
oner of war or interned by the enemy shall, for the purposes of subsec- 
tion (b), be considered as compensation received outside the United 
States. 

(j) Employees of United States. For the purposes of this section, 
amounts paid for services performed by a citizen of the United States as 
an employee of the United States or any agency thereof shall be deemed 
to be derived from sources within the United States. 53 Stat. 79, amended 
June 29, 1939, 10 p. m„ E. S. T., c. 247, Title II, § 207, 53 Stat. 866; 

June 25, 1940, 11:45 a. m., E. S. T., c. 419, Title I, § 6(c), 54 Stat. 519; 

Sept. 20, 1941, 12:15 p. m., E. S. T., c. 412, Title I, §§ 104(e), 111(c), 55 

Stat. 694, 696; Oct. 21, 1942, 4:30 p. m., E. W. T., c. 619, Title I, §§ 131 

(a) (3), 159(d), 160(d), 56 Stat. 828, 860, 861; May 29, 1944, 7 p. m., 
E. W. T., c. 210, Ft. I, § 10(h), 58 Stat. 240; Nov. 8, 1945, 5:17 p. m., 
B. S. T., c. 458, Title I, § 102(b) (9), 59 Stat. 559; Aug. 1, 1947, c. 430, 
§ 1, 61 Stat. 714; Sept. 23. 1950, 3:15 p. m., E. D. T., c. 994, Title II, §§ 
220, 221(a), 64 Stat. 944. 


Historical Hote 


1050 Amendment. Subsec. (d) amended 
by Act Sept. 23, 1950, § 221(a), to rede- 
fine term “possession of the United 
States*^ 

Subsec. (3) added by Act Sept. 23, 1950, 

§ 220 . 

1947 Amendmient. Subsec. (1) added by 
Act Aug. 1, 1947. 

1945 Amendment. Subsec. (f) amended 
generally by Act Nov. 8. 1945. 

1944 Amendment. Subsec. (f) amended 
generally by Act May 29, 1944, to incor- 
porate the normal tax exemption and 
surtax exemption of ^00 each. 

1942 Amiendmient. Subsec. (e) amended 
by Act Oct. 21, 1942, which struck out 
“or having an office or place of business 
therein” following the words “engaged 
in trade or business within the United 
States?*, 

Subsec. (f) amended by Act Oct. 21, 
1942, which reduced the personal exemp- 
tion from “$750” to “$600**. 

Subsec. (i) repealed by Act Oct. 21, 1942. 
Prior to its repeal, said subsec, provided 
as follows: "(i) AfflUa-tion. A corpora- 
tion entitled to the benefits of this section 
shall not be deemed to be affiliated with 
any other corporation within the meaning 
of section 141.” 

1941 Amendment. Subsec, (c) (1) 

amended by Act Sept 20, 1941, | 104(e). 
which added the reference “and undwr 
section 15^* at the end thereof. 

Snbsec. (f) amended by Act Sept. 20, 
1941, S 111(c), which substituted “$750** 
for “$800**. 

1940 Amendment. Subsec. (f) amended 
by Act June 25, 1940, irMch substituted 
“$800?* for “|1,000*». 


1939 Amendment. Subsec. (c) (1> 

amended by Act June 29, 1939, which 
substituted “shall be subject to tax un- 
der section 13 or section 14(b)” for “shall 
be taxable as provided in section 14(d).’* 

Effective Date of I960 Amendmernts. 
Section 221 (k) of Act Sept. 23, 1950, pro- 
vided in part that the amendments of 
subsec. (d) of this section and sections 
68(a), 116Z, 131(a) (2), (3), 143(a) (1), 
(b), 220, 252(a), and 4Sl(a) (7) of I.K.C. 
1939 and section 411(a) (7) of Title 42, 
The Public Health and Welfare, should 
be applicable with respect to taxable 
years beginning after Dec. 31, 19^0. 

Section 220 of Act Sept. 23, 1950, as 
amended July 23, 1951, c. 238, 65 Stat. 124. 
provided in part that the addition of 
subsec. (3) should be effective with re- 
spect to taxable years beginning after 
Dec. 31, 1950. 

Effective Date of 1947 Amendment. 
Section 2 of Act Aug. 1, 1947, provided 
that the Amendment made by section 1 
of said Act Aug. 1, 1947 should be ap- 
plicable to taxable years beginning after 
Dec. 31, 1941. 

Effective Date of 1945 Amendment. 
Act Nov. 8, 1945, was made applicable to 
taxable years beginning after Dec. 31, 
1945, by section 102(c) thereof. For 
treatment of taxable years beginning in 
1945 and ending In 1946, see sections 
108 and 710 of I.E.C.1939. 

Effective Date of 1944 Ambendnient. Act 
May 29, 1944, f 10(h), was made appli- 
cable to taxable yeaijs beginning after 
Dec. 31, 1943, by section 2 thereof. 

Effective Date of 1942 Amendment. Act 
Oct. 21, 1942, was made applicable to tax- 
able years beginning aftey Dec. 31, 1942, 
by section 101 thereot 
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Efifective Dat© of 1941 Amendmoat. Act 
Sept. 20, 1941, was made applicable only 
with, respect to taxable years beginning' 
after Dec. 31, 1040, by section 118 thereof. 

Effective Bat© of IMO Amendment. Act 
June 25, 1940, provided as follows: “The 
amendments made by this title [sections 
1-9 of 1940 Act], except the amendments 
made by section 5 [sections 143, 144 of 
Internal Eevenue Code], shall be appli- 
cable only with respect to taxable years 
beginning after December 31, 1939", by 
section 9 of said Act, 

Effective Bate of 1939 Amendment. 
Section 229 of Act June 29, 1939 provided 
that the amendment of subsee 9(c) (1) 
of this section should be effective with 
respect to taxable years beginning after 
Dec. 31, 1939. 

Treaty Obligations. Section 214 of Act 
Sept. 23, 1950, provided that; “No 

amendment made by this Act [Act Sept. 
23, 1950] shall apply in any case where 


its application would be contrary to any 
treaty obligation of the United States.” 

Similar provisions were contained in 
the following Acts: 

1942— Oct 21, 1942, 4:30 p. m., E.W.T., 
c. 019, Title I, § 109, 56 Stat. 808. 

1941 — Sept. 20, 1941, 12:15 p. m., B.S.T., 
c. 412, Title I, I 108, 56 Stat. 695. 

1940 — June 25, 1940, 11 :45 a. m., B.S T., 
c. 419, Title I, § 8, 54 Stat. 520. 

Text of Amendatory Eevenu© Acts. 
Complete original text of Eevenue Acts 
amending this section, 1939 to date, see 
volumes “Title 26— -Internal Eevenue 
Acts". 

legislative History and CongressionaJ 
Comment: For legislative history and 
purpose of Act Sept. 23, 1950, see 1950 U, 
S.Code Cong. Service, p. 3053. See, also, 
Acts Aug. 1, 1947, 1947 XJ.S.Code Cong. 
Service, p. 1533; Nov. 8, 1946, 1945 XJ.S. 
Code Cong Service, p. 814; May 29, 1944, 
1944 U.S.Code Cong.Service, p. 1056. 


§ 252. Citizens of possessions of United States 

(a) Any individual who is a citizen of any possession of the United 
States (but not otherwise a citizen of the United States) and who is not 
a resident of the United States, shall be subject to taxation under this 
chapter only as to income derived from sources within the United States, 
and in such case the tax shall be computed and paid in the same manner 
and subject to the same conditions as in the case of other persons who are 
taxable only as to income derived from such sources. This subsection 
shall have no application in the case of a citizen of Puerto Rico. 

(b) Nothing in this section shall be construed to alter or amend the 
provisions of the Act entitled *‘An Act making appropriations for the 
naval service for the fiscal year ending June 30, 1922, and for other pur- 
poses,^' approved July 12, 1921, c. 44, 42 Stat. 123 (U.S.C., Title 48, § 
1397), relating to the imposition of income taxes in the Virgin Islands of 
the United States. 53 Stat. 80, amended Sept. 23. 1950, 3:15 p. m., E. D. 
T., c. 994, Title II, § 221(b), 64 Stat. 944. 


Historical Note 


1950 Amcudmeut. Subsec. (a) amended 
by Act Sept. 23, 1950, to take Puerto Kico 
out of the operation, of this subsee. 

Effective Bate of 1950 Amendment. 
Amendment of section by Act Sept. 23, 
1950, as applicable with respect to tax- 
able years beginning after Dec. 31, 1950, 
see note set out under eection 251 of 
I.E,C.1939. 


Treaty Obligations. Section 214 of Act 
Sept. 23, 1950, provided that : “No amend- 
ment made by this Act [Act Sept. 23, 
1950] shall apply in any case where its 
application would be contrary to any 
treaty obligation of the United States." 

Text of Amendatory Revenue Acts. 
Complete original text of Eevenue Acts 
amending this section, 1930* to date, see 
volumes “Title 26 — ^Internal Revenue 
Acts". 


SUPPLEMENT K.— CHINA TRADE ACT COBPOBATION3 

§ 261- Taxation in general 

(a) Corporation tax. A corporation organized nndet the China Trade 
Act, 1922 (42 Stat. 849; U.S.C., 1934 ed., title 15, ch. 4), shall be sub- 
ject to tax under section 13 or section 14(b), and under section 15. 

(b) Cross reference. 

For inclusion in computation of tax of amount specified in shareholder’s consent, 
see section 28. 
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53 Stat. 81, amended June 29, 1939, 10 p. m. E. S. T., c. 247, Title 11, 
§ 208, 53 Stat. 866; Sept. 20, 1941, 12:15 p. m., E. S. T., c. 412, Title I, 
§ 104(f) (1), 55 Stat. 694. 


Historical Note 


1941 Ajuendmemt. Snbsec. (a) amend- 
ed by Act Sept. 20, 1941, whicli added the 
reference “and under section 15” at the 
end thereof. 

19S9 Amendment. Snbsec. (a) amended 
by Act June 29, 1939, which substituted 
“shall be subject to tax under section 13 
or section 14(b)” for “shall be taxable 
as provided in section 14(d).” 

Effective Bate o-f 1941 Amendment. 
Act Sept. 20, 1941, was made applicable 
only with respect to taxable years be- 
ginning after Dec. 31, 1940, by section 
118 thereof. 

Effective Bate of 1939 Amendment. 
Section 229 of Act June 29, 1939 provided 


that the amendment ot subsec. (a) was 
made applicable only with respect to tax- 
able years beginning after Dec. 31, 1939. 

Treaty Obligations. Section 108 of Act 
Sept. 20, 1941 provided as follows: “No 
amendment made by this title [sections 
101-118 of 1941 Act] shall apply in any 
case where its application would be con- 
trary to any treaty obligation of the 
United States.” 

Text of Amendatory Revenue Acts. 
Complete original text of Revenue Acts 
amending this section, 1039 to date, see 
volumes “Title 26 — ^Internal Revenue 
Acta”. 


§ 262. Credit against net income 

(a) Allowance of credit. For the purpose only of the taxes Imposed 
by sections 13, 14, 15, and 600 of this title and section 106 of the Revenue 
Act of 1935 there shall be allowed, in the case of a corporation organized 
under the China Trade Act, 1922, in addition to the credits against net 
income otherwise allowed such corporation, a credit against the net in- 
come of an amount equal to the proportion of the net income derived 
from sources within China (determined in a similar manner to that 
provided in section 119) which the par value of the shares of stock 
of the corporation owned on the last day of the taxable year by (1) 
persons resident in China, the United States, or possessions of the United 
States, and (2) individual citizens of the United States or China wherever 
resident, bears to the par value of the whole number of shares of stock 
of the corporation outstanding on such date: Provided., That in no case 
shall the diminution, by reason of such credit, of the tax imposed by such 
section 13, 14, or 15 (computed without regard to this section) exceed 
the amount of the special dividend certified under subsection (b) of this 
section; and in no case shall the diminution, by reason of such credit, 
of the tax imposed by such section 106 or 600 (computed without regard 
to this section) exceed the amount by which such special dividend ex- 
ceeds the diminution permitted by this section in the tax imposed by such 
section 13, 14, or 15. 

(b) Special dividend. Such credit shall not be allowed unless the 
Secretary of Commerce has certified to the Commissioner — 

(1) The amount which, during the year ending on the date fixed by 
law for filing the return, the corporation has distributed as a special 
dividend to or for the benefit of such persons as on the last day of the 
taxable year were resident in China, the United States, or possessions of 
the United States, or were individual citizens of the United States or 
China, and owned shares of stock of the corporation; 

(2) That such special dividend was In addition to all other amounts, 
payable or to be payable to such persons or for their benefit, by reason of 
their interest in the corporation; and 

( 3 ) That such distribution has been made to or for the benefit of euch 
persons in proportion to the par value of the shares of stock of the cor- 
poration owned by each; except that if the corporation has more than one 
class of stock, the certificates shall contain a statement that the articles 
of incorporation provide a method for the apportionment of such special 
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diYidend among sucli persons, and that the amount cerUfied has been dis- 
tributed In accordance with the method so provided. 

(c) Ownership of stock. For the purposes of this section shares of 
stock of a corporation shall he considered to be owned by the person in 
■whom the eoiuitable right to the income from such shares is in good faith 
vested. 

(d> PeflnitioB of China. As used in this section the term ‘‘China"" 
shall have the same meaning as when used in the China Trade Act, 1922. 
53 Stat. 81, amended June 29, 1939, 10 p. m. E. S. T., c. 247, Title 11, 
§ 210(c), 53 Stat 866; Sept 20, 1941, 12:15 p, m., B. S. T., fi. 412, 
Title I, § 104(f) (2), 55 Stat 694. 


Historical Note 


R^ifereaces in Text. China Trade Act, 
1922, referred to in subsecs, (a), (d), is 
classified to chapter 4 of Title 15, Com- 
merce and Trade. 

1941 Amendwient. Subsec. (a) amended 
by Act Sept, 20, 1941, which substituted 
“sections 13, 14, 15, and 600’^ for “sections 
13, 14, and 000 ’" and “section 13, 14, or 
15” for “section 13 or 14.” 

1939 Amendanent. Subsec. (a) amended 
by Act June 29, 1939, by inclusion of 
taxes imposed by section 13. 

Effective Date of 1941 Amendment. 
Section 118 of Act Sept. 20, 1941, provid- 
ed that the amendment of this section 
was made applicable only with respect 
to taxable years beginning after Dec. 
31, 1940. 


Effective Date of 1939 Amendment. 

Section 229 of Act June 29, 1939 provided 
that the amendment of subsec. (a) was 
made applicable only with respect to tax- 
able years beginning after Dec. 31, 1939. 

Treaty Obligations. Section 108 of 
Act Sept. 20, 1941, provided as follows: 
“No amendment made by this title tsec- 
tions 101-118 of 1941 Act] shall apply in 
any case where its application would be 
contrary to any treaty obligation of the 
United States.” 

Text of Amendatory Bevenne Acts. 
Complete original text of Revenue Acts 
amending this section, 1939 to date, see 
volumes “Title 26 — Internal Revenue 
Acts”. 


§ 263. Credits against the tax 

A corporation organized under the China Trade Act, 1922, shall not be 
allowed the credits against the tax for taxes of foreign countries and pos- 
sessions of the United States allowed hy section 131, 53 Stat, 82. 


Historical Note 

References in Text. China Trade Act, 

1922, referred to in text, is classified to 
chapter 4 of Title 15, Commerce and 
Trade. 


§ 264. Kepealed. Oct. 21, 1942, 4.80 p. m., E. W. T., c. 610, Titl» 
I, § 159(e) , 66 Stat. 860. 


Histoxioal Note 


SecjUon, Act Feb. 10, 1989, c. 2, S 264, 
53 Stat. 82, provided that “AfRlla-tion. 
A corporation organized under the China 
Trade Act, 1922 , shall not be deemed to 
be affiliated with any other corporation 
within the meaning of section 141.'" 


Effective Date. The repeal of this sise- 
tlon by Act Oct. 21, 1942, was made appli- 
cable to taxable years beginning after 
Dec. 31, 1941, by section 101 thereof. 


§ 265. Income of shareholders 

F«r exclusion of dlrldends from gross Income, see section 114 

53 Stat. 82. 
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SUPPIiEMBNT li.— ASSESSMENT AND COLLECTION OF DEFICIENCIES 
Histcxdca.1 I7ote 

Treaty Oblig'atlons. Section 109 of tie [sections 101-172, 181-1S6 of 1942 Act] 
Act Oct. 21, 1942, 4.30 p. m., E.W.T., c. shall apply in any case where its appli- 
619, Title I, 56 Stat. SOS, provided as fol- cation would be contrary to any treaty 
lows: '‘No amendment made by this ti- oblig’ation of the United States,” 

§ 371. Defciition of deficiency 

(a) In general. As used in this chapter in respect of a tax imposed 
hy this chapter, “deficiency§ ** means the amount hy which the tax imposed 
by this chapter exceeds the excess of — 

(1) the sum of (A) the amount shown as the tax by the taxpayer upon 
his return, if a return was made by the taxpayer and an amount was 
shown as the tax by the taxpayer thereon, plus (B) the amounts previous- 
ly assessed (or collected without assessment) as a deficiency, over — 

(2) the amount of rebates, as defined in subsection (b) (2), made. 

<b) Knles for application of subsection (a). For the purposes of this 
section — 

(1) The tax imposed by this chapter and the tax shown on the return 
shall both be determined without regard to payments on account of esti- 
mated tax, without regard to the credit under section 35, and without re- 
gard to so much of the credit under section 32 as exceeds 2 per centum 
-of the interest on obligations described in section 143(a); 

(2) The term “rebate** means so much of an abatement, credit, refund, 
•or other repayment, as was made on the ground that the tax imposed by 
this chapter was less than the excess of the amount specified in subsec- 
tion (a) (1) over the amount of rebates previously made; and 

(3) The computation by the collector, pursuant to section 51(f), of 
the tax imposed by this chapter shall be considered as having been made 
by the taxpayer and the tax so computed considered as shown by the 
taxpayer upon his return. 53 Stat. 82, amended May 29, 1944, 7 p. m., 
S. W. T.. c. 210, Ft. I, § 14(a), 58 Stat. 245. 

Historical Hoto 

1944 Amendment. Section amended beginning in 1943, ‘section 35’ in the 

generally by Act May 29, 1944, which amendment made by subsection (a) [to 

-among other changes omitted subsec. (b) this section] shall be read as 'section 35’ 

and inserted in lieu thereof a new sub- and section 466(e).” 

Text of Amendatory Bevenue Acts. 

Effective Date of 1944 Amendments. Complete original text of Revenue Acts 

Act May 29, 1944, § 14, provided in part: amending this section, 1939 to date, see 

“The amendments made by subsections volumes “Title 26 — ^Internal Revenue 

(a), (c), and (d) [to sections 271, 292(a), Acts”. 

and 322(d), respectively], shall be appll- . , ^ ^ , 

cable with respect to taxable years be- Congressional Comment: For legisla- 
ginning after December 31, 1942. In the tive history and purpose of Act May 29, 

application of the amendments made by 1944, see 1944 TJ.S.Code Cong.Service, p. 

this section in the case of taxable years 1050. 

§ 273. Procedure tn general 

1(a) (1) Petition to The Tax Court of the United States.] i If in the case 
of any taxpayer, the Commissioner determines that there is a deficiency in 
respect of the tax imposed by this chapter, the Commissioner is authorized 
to send notice of such deficiency to the taxpayer by registered mail. With- 
in ninety days after such notice is mailed (not counting Saturday, Sunday, 
or a legal holiday in the District of Columbia as the ninetieth day) the 
taxpayer may file a petition with The Tax Court of the United States for a 
redetermination of the deficiency. No assessment of a deficiency in reSpect 

the tax imposed by this chapter and no distraint or proceeding in court 
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for its collection shall be made, begun, or prosecuted until such notice 
has been mailed to the taxpayer, nor until the expiration of such ninety- 
day period, nor, if a petition has been filed with the Tax Court, until the 
decision of the Tax Court has become final. Notwithstanding the provisions 
of section $653 (a) the making of such assessment or the beginning of such 
proceeding or distraint during the time such prohibition is in force may 
be enjoined by a proceeding in the proper court. In the case of a joint 
return filed by husband and wife such notice of deficiency may be a single 
joint notice, except that if the Commissioner has been notified by either 
spouse that separate residences have been established, then, in lieu of 
the single joint notice, duplicate originals of the joint notice must be sent 
by registered mail to each spouse at his last known address. If the no- 
tice is addressed to a person outside the States of the Union and the Dis- 
trict of Columbia, the period specified in this paragraph shall he one 
hundred and fifty days in lieu of ninety days, 

(2) Cross references 

For exceptions to th.o restrictions imposed by this subsection, see — Subsection (d> 
of this section, relating to waivers by the taxpayer; 

Subsection <f) of this section, relating to notifications of mathematical errors ap- 
pearing upon the face of the return; 

Section 273, relating to jeopardy assessments; 

Section 274, relating to bankruptcy and receiverships ; and 

Section 1145, relating to assessment or collection of the amount of the deficiency 
determined by the Tax Court pending court review. 

[(b) CoUection of deficiemcy foimd by Tax Court.] i If the taxpayer 
files a petition with the Tax Court, the entire amount redetermined as 
the deficiency by the decision of the Tax Court which has become final 
shall be assessed and shall be paid upon notice and demand from the 
collector. No part of the amount determined as a deficiency by the Com- 
missioner but disallowed as such by the decision of the Tax Court which 
has become final shall he assessed or be collected by distraint or by pro- 
ceeding in court with or without assessment. 

(c) Failure to fide petition. If the taxpayer does not file a petition 
with the Tax Court within the time prescribed in subsection (a) of this 
section, the deficiency, notice of which has been mailed to the taxpayer, 
shall be assessed, and shall be paid upon notice and demand from the col- 
lector. 

(d) Waiver of restrictions. The taxpayer shall at any time have the 
right, by a signed notice in writing filed with the Commissioner, to waive- 
the restrictions provided in subsection (a) of this section on the assess- 
ment and collection of the whole or any part of the deficiency. 

(e) Increase of deficiency after notice mailed. The Tax Court shalb 
have jurisdiction to redetermine the correct amount of the deficiency even 
if the amount so redetermined is greater than the amount of the defi- 
ciency, notice of which has been mailed to the taxpayer, and to determine 
whether any penalty, additional amount or addition to the tax should be 
assessed — ^if claim therefor is asserted by the Commissioner at or before 
the hearing or a rehearing. 

(f) Further deficiency letters restricted. If the Commissioner has 
mailed to the taxpayer notice of a deficiency as provided in subsection 
(a) of this section, and the taxpayer files a petition with the Tax Court 
within the time prescribed in such subsection, the Commissioner shall have 
no right to determine any additional deficiency in respect of the same tax- 
able year, except in the case of fraud, and except as provided in subsection- 
(e) of this section, relating to assertion of greater deficiencies before the- 
Tax Court, or in section 273(c), relating to the making of jeopardy as- 
sessments. If the taxpayer is notified that, on account of a mathematical 
error appearing upon the face of the return, an amount of tax in excess of 
that shown upon the return is due, and that an assessment of the tax has. 
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been or will be made on the basis of what would have been the correct 
amount of tax but for the mathematical error, such notice shall not be 
considered (for the purposes of this subsection, or of subsection (a) of 
this section, prohibiting assessment and collection until notice of defi- 
ciency has been mailed, or of section 322(c), prohibiting credits or re- 
funds after petition to the Tax Court) as a notice of a deficiency, and the 
taxpayer shall have no right to file a petition with the Tax Court based 
on such notice, nor shall such assessment or collection be prohibited by 
the provisions of subsection (a) of this section. 

(g) iTiirisdictioii over other taxable years. The Tax Court in redeter- 
mining a deficiency in respect of any taxable year shall consider such 
facts with relation to the taxes for other taxable years as may be neces- 
sary correctly to redetermine the amount of such deficiency, but in so 
doing shall have no jurisdiction to determine whether or not the tax for 
any other taxable year has been overpaid or underpaid. 

[ (h) Mnal decisions of Tax Court.] l For the purposes of this chapter 
the date on which a decision of the Tax Court becomes final shall be de- 
termined according to the provisions of section 1140. 

(i) Prorating of deficiency to installments. If the taxpayer has elect- 
ed to pay the tax in installments and a deficiency has been assessed, the 
deficiency shall be prorated to the four installments. Except as provided 
in section 2 73 (relating to jeopardy assessments), that part of the defi- 
ciency so prorated to any Installment the date for payment of which 
has not arrived, shall be collected at the same time as and as part of such 
installment. That part of the deficiency so prorated to any installment 
the date for payment of which has arrived, shall be paid upon notice and 
demand from the collector. 

(J) Extension of time for payment of deficiencies. Where it is shown 
to the satisfaction of the Commissioner that the payment of a deficiency 
upon the date prescribed for the payment thereof will result in undue 
hardship to the taxpayer the Commissioner, under regulations prescribed 
by the Commissioner, with the approval of the Secretary, may grant an 
extension for the payment of such deficiency for a period not in excess of 
eighteen months, and, in exceptional cases, for a further period not in 
excess of twelve months. If an extension is granted, the Commissioner 
may require the taxpayer to furnish a bond in such amount, not exceeding 
double the amount of the deficiency, and with such sureties, as the Com- 
missioner deems necessary, conditioned upon the payment of the defi- 
ciency In accordance with the terms of the extension. No extension shall 
be granted if the deficiency is due to negligence, to intentional disregard 
of rules and regulations, or to fraud with intent to evade tax. 

(k) Address for notice of deficiency. In the absence of notice to the 
Commissioner under section 312(a) of the existence of a fiduciary re- 
lationship, notice of a deficiency in respect of a tax imposed by this 
chapter, if mailed to the taxpayer at his last known address, shall be 
sufficient for the purposes of this chapter even if such taxpayer is de- 
ceased, or is under a legal disability, or, in tbe case of a corporation, has 
terminated its existence. 53 Stat. 82, amended Oct. 21, 1942, 4:30 p. m., 
E W T., c. 619, Title I, § 168(a), Title V, § 504(a), (c), 56 Stat. 876, 
957; Dec. 29, 1945. c. 652, Title II, § 203(a), 59 Stat. 673. 

1 Catcbline supplied by editor in conformance with change of name of Board of 
Tax Appeals. 


Historical Note 


1945 AmendBieBit. Sub see. (a) (1) 
amended by Act Dec. 29, 1945, which 
inserted ‘^Saturday,'' preceding “Sun- 
day” within the parenthesis in the sec- 
ond sentence. 


1942 Amendment. Subsec. (a) (1) 

amended by Act Oct. 21, 1942, | 168(a), 
which added sentence beginning “If the 
notice Is addressed”. 
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COhansre oi Ntmae- Act Oct. 21, 1&42, 
I 504 (a), (c), changed the name of the 
Board of Tax Appeals to The Tax Court 
of the iTiiited States. For text of said 
Buhsecs., see section 1100 of I.It.C.1939 
and notes thereunder. 

Bff©ctiv6 Date of 1945 Amendanent. 
Act Dec. 29, 1945, was made effective as 
of Sept 8, 1945, by section 203 (b) 
thereof. 

Effective Date of 1942 Amendment, 
Act Oct. 21, 1942, § 168(a), was made ap- 
plicable with respect to notices of defi- 
ciency mailed after Oct. 21, 1942, 4:30 p. 
m., E.W.T., by section 168(b) thereof. 

Extension of Time for Tayment of 
Deficiencies. Act May 28, 1938, c. 289, f 
816, 52 Stat. 578, provided that 30 days 
after enactment of the 3938 Act the re- 
quirement of section 272 (j) of the 1936, 
1934, 1932, and 1928 Acts, section 274(h) 
of the 1926 Act, section 274(g) of the 
1924 Act, section 250(f) of the 1921 Act, 


that the Secretary approve an extension 
of time for payment of deficiency in in- 
come, estate, or gift taxes should not 
apply, hut that approval should be by 
the Commissioner under regulations pre- 
scribed by him with the approval of the 
Secretary 

Treaty Obligations. Section 109 of Act 
Oct. 21, 1942 provided as follows: “No 
amendment made by this title tsection& 
101-172, 181-1S6 of 1942 Act] shall apply 
in any case where its application would 
be contrary to any treaty obligation of 
the United States.’’ 

Text of Amendatory Eevenao Acts. 
Complete original text of Revenue Acts 
amending this section, 1939 to date, see 
volumes “Title 26— Internal Revenue 
Acts”. 

Congressional Commientr For legisla- 
tive history and purpose of Act Dec. 29, 
1945, see 1945 U.S.Code Cong.Service, p. 
846. 


§ 273. Jeopardy assessments 

(a) Authority for maMng. If the Commissioner believes that the as-^ 
sessment or collection of a deficiency will be jeopardized by delay, he 
shall immediately assess such deficiency (together with all interest, ad- 
ditional amounts, or additions to the tax provided for by law) and notice 
and demand shall be made by the collector for the payment thereof. 

(b) Deficiency letters. If the jeopardy assessment is made before any 
notice in respect of the tax to which the jeopardy assessment relates has 
been mailed under section 272(a), then the Commissioner shall mail a 
notice under such subsection within sixty days after the making of the 
assessment. 

r(c) Amount assessable before decision of Tax Court.] i The jeopardy 
assessment may be made in respect of a deficiency greater or less than 
that notice of which has been mailed to the t^payer, despite the provisions 
of section 272(f) prohibiting the determination of additional deficiencies, 
and whether or not the taxpayer has theretofore filed a petition with the 
Tax Court. The Commissioner may, at any time before the decision^ of 
the Tax Court is rendered, abate such assessment, or any unpaid portion 
thereof, to the extent that he believes the assessment to be excessive in 
amount. The Commissioner shall notify the Tax Court of the amount 
of such assessment, or abatement, if the petition is filed with the 
Tax Court before the making of the assessment or is subsequently filed, 
and the Tax Court shall have jurisdiction to redetermine the entire amount 
of the deficiency and of all amounts assessed at the same time in connec- 
tion therewith. 

[(d) Amount assessable after decision of Tax Court. ]i If the jeopardy 
assessment is made after the decision of the Tax Court is rendered such 
assessment may be made only in respect of the deficiency determined by 
the Tax Court in its decision. 

(e) Expiration of right to assess. A jeopardy assessment may not be 
made after the decision of the Tax Court has become final or after the tax- 
payer has filed a petition for review of the decision of the Tax Court. 

(f) Bond to stay collection. When a jeopardy assessment has been 
made the taxpayer, within 10 days after notice and demand from the col- 
lector for the payment of the amount of the assessment, may obtain a 
stay of collection of the whole or any part of the amount of the assess- 
ment by filing with the collector a bond in such amount, not exceeding: 
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double tbe amount as to wbicli tbe stay is desired, and ‘wltli sucb. sureties, 
as the collector deems necessary, conditioned upon tlie payment of so 
much of the amount, the collection of which is stayed by the bond, as is 
not abated by a decision of the Tax Court which has become final, together 
with interest thereon as provided in section 297. If any portion of the 
jeopardy assessment is abated by the Commissioner before the decision of 
the Tax Court is rendered, the bond shall, at the request of the taxpayer, 
be proportionately reduced. 

(g) er conditions. If the bond is given before the tax- 
payer has filed his petition with the Tax Court under section 272(a), the 
bond shall contain a further condition that if a petition is not filed within 
the period provided in such subsection, then the amount the collection of 
which is stayed by the bond will be paid on notice and demand at any time 
after the expiration of such period, together with interest thereon at the 
rate of 6 per centum per annum from the date of the jeopardy notice and 
demand to the date of notice and demand under this subsection. 

(h) Waiver of stay. Upon the filing of the bond the collection of so 
much of the amount assessed as is covered by the bond shall be stayed. 
The taxpayer shall have the right to waive such stay at any time in re- 
spect of the whole or any part of the amount covered by the bond, and if 
as a result of such waiver any part of the amount covered by the bond is 
paid, then the bond shall, at the request of the taxpayer, be proportionate- 
ly reduced. If the Tax Court determines that the amount assessed is 
greater than the amount which should have been assessed, then when the 
decision of the Tax Court is rendered the bond shall, at the request of the 
taxpayer, be proportionately reduced. 

<i) OoUection of unpaid amounts. When the petition has been filed 
with the Tax Court and when the amount which should have been as- 
sessed has been determined by a decision of the Tax Court which has 
become final, then any unpaid portion, the collection of which has been 
stayed by the bond, shall be collected as part of the tax upon notice and 
demand from the collector, and any remaining portion of the assessment 
shall be abated. If the amount already collected exceeds the amount 
determined as the amount which should have been assessed, such excess 
shall be credited or refunded to the taxpayer as provided in section 322, 
without the filing of claim therefor. If the amount determined as the 
amount which should have been assessed is greater than the amount ac- 
tually assessed, then the difference shall be assessed and shall be collected 
as part of the tax upon notice and demand from the collector. 

(j) Claims in abatement. No claim in abatement shall be filed in re- 
spect of any assessment in respect of any tax imposed by this chapter. 

(a)* Abatement if jeopardy does not exist. The Secretary may abate 
the jeopardy assessment if he finds that jeopardy does not exist. Such 
abatement may not be made after a decision of The Tax Court of the 
United States in respect of the deficiency has been rendered, or, if no peti- 
tion is filed with The Tax Court of the United States, after the expiration 
-of the period for filing such petition. The period of limitation on the 
making of assessments and the beginning of distraint or a proceeding in 
court for collection. In respect of any deficiency, shall be determined as if 
the jeopardy assessment so abated had not been made, except that the 
running of such period shall in any event be suspended for the period 
from the date of such jeopardy assessment until the expiration of the 
tenth day after the day on which such jeopardy assessment is abated. 
63 Stat. 84, amended Aug. 14, 1953, c. 488, § 1(a), 67 Stat. 683. 

1 Catchline supplied by editor la conformance with change of name of Board of 
Tax Appeals. 

2 So in original. Probably should be *‘(k) *» 

283 



§ 273 INCOME TAX— SUPPLEMENT PROVISIONS 


Historical Note 


1953 AmendmciLt. Sub sec. (a), “Abate- 
ments if jeopardy does not exist/’ added 
by Act Aug. 14, 1953 Probably should 
be subsec, (k). 

Cbange of If am©. Act Oct. 21, 1942, 
changed the name of the Board of Tax 
Appeals to The Tax Court of the United 
States. For text of said sub secs,, see 
section IlOO of I.E.C.1039 and notes there- 
under. 

Effective Bat© of 1953 Amendment. 
Section l{c) of Act Aug. 14, 1953 provided 
that the amendments to this section by 


said Act should he applicable to jeopardy 
assessments made or in existence on Au&. 
14, 1953 or which are thereafter made. 

Text of Amendatory JBevenue Acts. 
Complete original text of Revenue Acts 
amending this section, 1939 to date, see 
volumes “Title 26— Internal :Revenue 
Acts”. 

Eeg-islativo History; For legislative 
history and purpose of Act Aug. 14, 1953, 
see 1953 U.S.Code Cong, and Adm.News, 
p. 2393. 


§ 274. Bankruptcy and receiverships 

(a) Immediate assessment. Upon the adjudication of bankruptcy of 
any taxpayer in any bankruptcy proceeding or the appointment of a receiv- 
er for any taxpayer in any receivership proceeding before any court of 
the United States or of any State or Territory or of the District of Colum- 
bia, any deficiency (together with all interest, additional amounts, or ad- 
ditions to the tax provided for by law) determined by the Commissioner 
in respect of a tax imposed by this chapter upon such taxpayer shall, 
despite the restrictions imposed by section 272(a) upon assessments be 
immediately assessed If such deficiency has not theretofore been assess- 
ed in accordance with law. In such cases the trustee in bankruptcy or 
receiver shall give notice in writing to the Commissioner of the adjudica- 
tion of bankruptcy or the appointment of the receiver, and the running 
of the statute of limitations on the making of assessments shall be sus- 
pended for the period from the date of adjudication in bankruptcy or the 
appointment of the receiver to a date 30 days after the date upon which 
the notice from the trustee or receiver is received by the Commissioner; 
but the suspension under this sentence shall in no case be for a period 
in excess of two years. Claims for the deficiency and such interest, addi- 
tional amounts and ad<iitions to the tax may be presented, for adjudica- 
tion In accordance with law, to the court before which the bankruptcy or 
receivership proceeding Is pending, despite the pendency of proceedings 
for the redetermination of the deficiency in pursuance of a petition to the 
Tax Court; but no petition for any such redetermination shall be filed 
with the Tax Court after the adjudication of bankruptcy or the appoint- 
ment of the receiver. 

(b) Unpaid claims. Any portion of the claim allowed In such bank- 
ruptcy or receivership proceeding which is unpaid shall be paid by the 
taxpayer upon notice and demand from the collector after the termina- 
tion of such proceeding, and may be collected by distraint or proceeding In 
court within 6 years after termination of such proceeding. Extensions of 
time for such payment may be had in the same manner and subject to the 
same provisions and limitations as are provided in section 272 (j) and 
section 296 in the case of a deficiency in a tax imposed by this chapter. 
53 Stat. S6, amended Oct. 21, 1942, 4:30 p. m.. E. W. T., c. 619, Title 
V, § 504(a), (c), 66 Stat. 957. 


Historical Note 


diange of liTaiia©. Act Oct. 21, 1942, 
changed the name of the Board of Tax 
Appeals to The Tax Court of the United 
Slates. See section 1100 of I.B.C.1939 
and notes thereunder. 


Text of Aanendatory Kevenno Acts. 
Complete original text of Kevenue Acts 
amending this section, 1939 to date, see 
volumes “Title 26— Internal Eevenue 
Acts”* 
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§ S75. Period of limitation upon assessment and collection 

Except as provided in section 276 — 

(a) General mle. Tlie amount of income taxes imposed by this chap- 
ter shall be assessed within three years after the return was filed, and no 
proceeding in court without assessment for the collection of such taxes 
shall be begun after the expiration of such period. 

(b) Bequest for prompt assessment. In the case of income received 
during the lifetime of a decedent, or by his estate during the period of 
administration, or by a corporation, the tax shall be assessed, and any 
proceeding in court without assessment for the collection of such tax 
shall be begun, within eighteen months after written request therefor 
(filed after the return is made) by the executor, administrator, or other 
fiduciary representing the estate of such decedent, or by the corporation, 
but not after the expiration of three years after the return was filed. This 
subsection shall not apply in the case of a corporation unless — 

(1) Such written request notifies the Commissioner that the corpora- 
tion contemplates dissolution at or before the expiration of such 18 
months' period; and 

(2) The dissolution is in good faith begun before the expiration of 
such 18 months’ period; and 

( 3 ) The dissolution is completed. 

(c) Omission from gross income. If the taxpayer omits from gross 
income an amount properly includible therein which is in excess of 25 
per centum of the amount of gross income stated in the return, the tax 
may be assessed, or a proceeding in court for the collection of such tax 
may be begun without assessment, at any time within 5 years after the re- 
turn was filed. 

(d) Constructive dividends. If the taxpayer omits from gross In- 
come an amount properly includible therein — 

(1) Foreign personal-holding companies. Under section 337(b) (re- 
lating to the Inclusion in the gross income of United States sharehold- 
ers of their distributive shares of the undistributed Supplement P net in- 
come of a foreign personal-holding company) ; or 

(2) Personal service corporations. Under section 394(b) (relating- 
to the inclusion in the gross income of shareholders of their distributive 
shares of undistributed Supplement S net Income of a personal service cor- 
poration) ; 

the tax may be assessed, or a proceeding in court for the collection of such 
tax may be begun without assessment, at any time within seven years after 
the return was filed. 

(e) Distributions in liquidation to shareholders. If the taxpayer omits 
from gross income an amount properly includible therein under section 
115(c) as an amount distributed in liquidation of a corporation, other 
than a foreign personal holding company, the tax may be assessed, or a 
proceeding in court for the collection of such tax may be begun without 
assessment, at any time within four years after the return was filed. 

(f) For the purposes of subsections (a), (b), (c), (d), and (e), a 
return filed before the last day prescribed by law for the filing thereof 
shall he considered as filed on such last day. 

(g) Corporation and shareholder. If a corporation makes no return 
of the tax imposed by this chapter, but each of the shareholders includes 
In his return his distributive share of the net income of the corporation, 
then the tax of the corporation shall be assessed within four years after- 
the last date on which any such shareholder's return was filed, 53 Stat. 
86, amended Oct, 8, 1940, 11 p. m., E. S. T., c. 757, Title V, § 503, 54- 
Stat. 1007. 
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Historical Note 


194® AiDtendment. Snbsec. (d) amend- 
^ by Act Oct. 8, 1940. 

Awards Uader Hailway Mail Pay Act 
•of 1910 ; Ffisriod of Belicieacy Assess- 
ments. Any deficiency attributable to 
inclusion of income in any taxable year 
by reason of application of Act Oct 20, 
1951, 2 .07 p. m , E.S T., c. 521, Title TI, 
f 611(a), 65 Stat, 117, relating to awards 
under Kailway Mail Pay Act of 1916, 
may be assessed at any time prior to 
expiration of the period for assessment 
with respect to the taxable year of the 
taxpayer which includes December 4, 


1950, notwithstanding this section or 
other law, see note under section 42 of I. 
K.ai93D. 

Treaty OMi^ations. Section 615 of Act 
Oct. 20, 1951, provided that: “No amend- 
ment made by this Act [Act Oct. 20, 1951] 
shall apply in any case where its appli- 
cation would be contrary to any treaty 
obligation of the United States.” 

Text of Amendatory Revenue Acts. 
Complete original text of Revenue Acts 
amending this section, 1939 to date, see 
volumes “Title 26— Internal Revenue 
Acts”. 


§ 276. Same — ^Exceptions 

(a) False return or no return. In tbe case of a false or fraudulent 
return with intent to evade tax or of a failure to file a return the tax may 
be assessed, or a proceeding in court for the collection of such tax may 
be begun without assessment, at any time. 

(b) Waiver. Where before the expiration of the time prescribed In 
section 275 for the assessment of the tax, both the Commissioner and the 
taxpayer have consented in writing to its assessment after such time, the 
tax may be assessed at any time prior to the expiration of the period 
agreed upon. The period so agreed upon may be extended by subsequent 
agreements in writing made before the expiration of the period previously 
agreed upon. 

(c) Collection after assessment. Where the assessment of any in- 
come tax imposed by this chapter has been made within the period of 
limitation properly applicable thereto, such tax may be collected by 
distraint or by a proceeding in court, but only if begun (1) within six 
years after the assessment of the tax, or (2) prior to the expiration of 
any period for collection agreed upon in writing by the Commissioner 
and the taxpayer before the expiration of such six-year period. The 
period so agreed upon may be extended by subsequent agreements in 
writing made before the expiration of the period previously agreed upon. 

(d) Net operating loss carry-backs and unused excess profits credit 
carry-backs. In the case of a deficiency attributable to the application 
to the taxpayer of a net operating loss carry-back or an unused excess 
profits credit carry-back, including deficiencies which may be assessed pur- 
suant to the provisions of section 3780(b) or (c), such deficiency may be 
assessed — 

(1) in case a return was required under subchapter E of chapter 
2 for the taxable year of the net operating loss or unused excess prof- 
its credit resulting in the carry-back, at any time before the expira- 
tion of the period within which (under section 275 or subsection (a) 
or (b) of this section) a deficiency (with respect to tax imposed either 
by chapter 1 or by subchapter B or E of chapter 2) for such taxable 
year (whichever is the longer period) may be assessed; or 

(2) in case a return was not required under subchapter E of chap- 
ter 2 for the taxable year of the net operating loss or unused excess- 
profits credit resulting in the carry-back, at any time before the ex- 
piration of the period within which (under section 2 75 or subsection 
(a) or (b) of this section) a deficiency (with respect to tax imposed 
either by chapter 1 or by subchapter A or B of chapter 2) for such 
taxable year (whichever is the longer period) may he assessed. 
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(e) Gain upon sale or exchange of residence. In the case of a deficiency 
described in section 112 (n) (7), such deficiency may be assessed at any 
time prior to the expiration of the time therein provided. 

(f) Involuntary conversionu In the case of a deficiency described in 
section 112(f) (3) (C) or (D), such deficiency may be assessed at any 
time prior to the expiration of the time therein provided. 53 Stat. 87, 
amended July 31. 1945, c. 340, § 5(e), 59 Stat. 525; Nov. 8, 1945, 5:17 
p. m., E, S. T., c. 453, Title I, § 122(f) (1), 59 Stat. 569; Oct. 20, 1951, 
2:07 p. m., E. S. T., c. 521, Title III, § 31S(b) (5). 65 Stat. 497; Oct. 31, 
1951, c. 661, § 1(b), 65 Stat. 735, 


Historical Note 


Ref©reii<^ in Text. Subchapter El ot 
chapter 2, referred to in subsec. (d), re> 
iating to excess profits tax, was repealed 
as follows: sections 741 and 752 by Act 
Oct. 21, 1942, 4:30 p. m., c. 619, 

Title II, §§ 224(b), 228(b), 229(a) (1), 56 
Stat. 920, 925, 931; sections 710-736, 740, 
742-744, 750, 751, 760, 761, and 7S0-784 
by Act Nov. 8, 1945, c. 453, Title I, i 
122(a), 59 Stat. 56a 

1961 Amendments. Sub sec. (e) added 
by Act OcL 20, 1961. 

Subsec. (f) added by Act Oct. 31, 1951. 

1945 Amendment. Subsec. (d) added 
by Act July 31, 1945, and amended gen- 
erally by Act Nov. 8, 1945. 

Effective Bate of 1951 Amendment. Ad- 
dition of subsec. (e) made applicable to 
taxable years ending after Dec. 31, 1950, 
by section 318(c) of Act Oct. 20, 1951. 

Effective date of subsec. (f) of this 
section, added by Act Oct. 31, 1951, see 
note under section 112 of I.E..C,1939. 

Effective Bate of 1915 Amendments. 
Amendment of subsec. (d) made applica- 
ble with respect to all taxable years be- 
ginning after Dec. 31, 1940, by section 
122(f) (2) of Act Nov. 8, 1945. 

Section 5(f) of Act July 31, 1945, pro- 
vided: “The amendments made by this 
section [to sections 276 and 322 of I.R.C. 
19391 shall be applicable with respect to 
all taxable years beginning after Decem- 


ber 31, 1940, except that the amendment 
made by subsection (d) [adding subsec. 
(g) to section 322 of I.R.C.19S9] shall not 
be applicable to any taxable year with 
respect to which the taxpayer and the 
Commissioner have entered into a closing 
agreement under the provisions of sec- 
tion 3700, prior to the date of enactment 
of this Act [July 31, 1945], in any case 
in which it is expressly provided in such 
closing agreement that the tax liability 
for .such taxable year is not to be af- 
fected by a net operating loss carry-back 
or by an unused excess profits carry- 
back.” 

Treaty Obligations. Section 613 of Act 
Oct. 20, 1951, provided that: “No amend- 
ment made by this Act [Act Oct. 20, 
1951] shall apply in any case where its 
application would be contrary to any 
treaty obligation of the United States.” 

Text of Amendatory Revenue Acts. 
Complete original text of Revenue Acts 
amending this section, 1939 to date, see 
volumes “Title 26 — ^Internal Revenue 
Acts”. 

Eegislative History and Congressional 
Comment: For legislative history and 
purpose of Act of Oct. 31, 1951, see 1951 
U.S.Code Cong Service, p. 2598. See, also, 
Acts Oct. 20, 1951, 1951 U.S.Code Cong. 
Service, p. 1781; Nov. 8, 1945. 1945 U.S, 
Code Cong. Service, p. 814. 


§ 277. Suspension of running of statute 

The running of the statute of limitations provided in section 275 or 
276 on the mating of assessments and the beginning of distraint or a 
proceeding in court for collection, in respect of any deficiency, shall 
(after the mailing of a notice under section 272(a)) he suspended for 
the period during which the Commissioner is prohibited from mating 
the assessment or beginning distraint or a proceeding in court (and in 
any event, if a proceeding in respect of the deficiency is placed on the 
doctet of the Tax Court, until the decision of the Tax Court becomes 
final), and for sixty days thereafter. 53 Stat. 87, amended Oct. 21, 1942, 
4:30 p. m.. E. W, T.. c. 619, Title V, § 504(a). (c). 56 Stat. 957. 


Historical Note 


Change of Nasme. Act Oct. 21, 1942, 
changed the name of the Board of Tax 
Appeals to The Tax Court of the United 
States. For text of said Act, see section 
1100 of I.R.C.1939 and notes thereunder. 


Text of Amendatory Bevenuo Acts. 
Complete original text of Revenue Acts 
amending this section, 1939 to date, see 
volumes *‘Title 26 — Internal Revenue 
Acts”. 
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suppiiBMeot m. — interest and additions to the tax 

§ S91. Failure to ffle return 

(a) In case of any failure to make and file return required by tWs 
ekapter, witkin tke time prescribed by law or prescribed by the Commis- 
sioner in pursuance of law, unless it is shown that such failure is due o 
reasonable cause and not due to willful neglect, there shall be added to t e 
tax: 5 per centum if the failure is for not more than thirty days with an 
additional 5 per centum for each additional thirty da 3 ’'s or fraction thereof 
during which such failure continues, not exceeding 25 per centum m the 
aggregate. The amount so added to any tax shall be collected at the 
same time and in the same manner and as a part of the tax unless the tax 
has been paid before the discovery of the neglect, in which case the 
amount so added shall be collected in the same manner as the tax. The 
amount added to the tax under this section shall be in lieu of the 25 per 
centum addition to the tax provided in section 3612 (d) (1) . 

(b) Repealed. May 29, 1944, 7 p» m., E. "W* T*, c. 210, Pt. I, § 6(b) 
(7), 58 Stat. 235. 

53 Stat. 88, amended Oct. 21, 1942, 4:30 p. m., B. W. T„ c. 619, Title I, 
§ 172(f) (4), 56 Stat, 893; May 29, 1944, 7 p. m., B. W. T., C. 210, Pt. 
1, § 6(h) (7), 68 Stat 235. 


Historical Note 


1M4 Amcndmeat. Sub sec. (b) repealed 
by Act May 29, 1944. Prior to its repeal, 
said subsee. provided as follows: “(b) 
Por miuiimim addition to the tax for 
failure of withholding agent to make and 
dlle return required by Part II of Sub- 
chapter D, see section 470(c).” 

194Z Amendment. Subsec. (a) so desig- 
nated and subsec. (b) added by Act Oct. 
21. 1942. 

EfTectivo Date of 1944 Amei)dmeii.t. Act 
May 29, 1944, was made applicable to 
taxable years beginning after Dec. SI, 
1943, by section 2 thereof. 

Effective Date of 1942 Amendment. Act 
Oct. 21, 1942, was made effective Jan. 1, 
1943, applicable to all wages (as defined 


in Part II of Subchapter D) paid on or 
after such date, by section 172(g) thereof. 

Treaty Obligations. Section 109 of Act 
Oct. 21, 1942 provided as follows: “No 
amendment made by this title [sections 
101-172, 181-186 of 1942 Act] shall apply 
in any case where its application would 
be contrary to any treaty obligation of 
the United States.” 

Te 3 ct of Amendatory Revenue Acts. 
Complete original text of Revenue Acts 
amending this section, 1939 to date, see 
volumes “Title 26— Internal Revenue 
Acts”. 

Congressional Comment: For legisla- 
tive history and purpose of Act May 29, 
1944, see 1944 U.S.Code Cong.Service, p 
1056. 


§ 292. Interest on deficiencies 

(a) General rule. Interest upon the amount determined as a deficiency 
shall be assessed at the same time as the deficiency, shall be paid upon 
notice and demand from the collector, and shall be collected as a part of 
the tax, at the rate of 6 per centum per annum from the date prescribed 
for the payment of the tax (or, if the tax is paid in installments, from the 
date prescribed for the payment of the first installment) to the date the 
deficiency is assessed, or, in the case of a waiver under section 272(d), 
to the thirtieth day after the filing of such waiver or to the date the defi- 
ciency is assessed whichever is the earlier. If any portion of the deficiency 
assessed is not to he collected by reason of a prior satisfaction, in whole 
or in part, of the tax, proper adjustment shall be made with respect to 
the interest on such portion. 

(b) Deficiency resulting from relief under section T22. If any part of 
a deficiency for a taxable year beginning prior to January 1, 1942, is 
determined by the Commissioner to be attributable to the final determina- 
tion of an application for relief or benefit under section 722 for any taxable 
year, no interest shall be assessed or paid with respect to such part of the 
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deficiency. If any part of a deficiency for a taxable year beginning after 
December 31, 1941, is determined by tbe Commissioner to be attributable 
to the final determination of an application for relief or benefit under 
section 722 for any taxable year (excluding any portion of a deficiency 
of excess profits taxes constituting a deficiency by reason of deferment 
of tax under section 710(a) (5), and excluding, in case the taxpayer has 
availed itself of the benefits of section 710(a) (5), such portion of a 
deficiency under Chapter 1 as may be determined by the Commissioner 
to exceed any refund or credit of excess profits tax arising from the opera- 
tion of section 722), no interest shall be assessed or paid with respect to 
such part of the deficiency for any period prior to one year after the filing 
of such application, or September 16, 1945, whichever is the later. 

(c) Deficiency Resulting From Ctory-Back and Related Matters. If 
any part of a deficiency is determined by the Commissioner to be attribu- 
table (A) to a carry-back to which an overpayment described in section 
3771 (e), or a decrease determined under section 3780(b), in any other 
tax is attributable, or (B) to an error in the amount or effect of a carry- 
back which resulted in a credit or refund of an overpayment with inter- 
est computed pursuant to section 3771(e), or in a decrease determined 
under section 3780(b), no interest shall be assessed or paid under sub- 
section (a) with respect to such part of the deficiency for any period dur- 
ing which interest was not allowed with respect to such overpayment or 
for a period prior to the application of such decrease. 

(d) With respect to any corporation entitled to receive payment for the 
transportation of United States mail. If an award is retroactively received 
for the transportation of United States mall, and if such award is required 
to be treated as Income in the year or years in which the mail was carried, 
then, notwithstanding the provisions of subsection (a) of this section, no 
interest shall be due, with respect to any period prior to thirty days after 
such award is granted, for tax deficiencies resulting from the inclusion of 
such additional mail payments retroactively. 53 Stat. 88, amended Dec. 
17, 1943, c. 346, § 2(a), 57 Stat. 602; May 29, 1944, 7 p. m., E. W. T, 
c. 210, Ft. I, § 14(c), 68 Stat, 246; July 31, 1945, c. 340, $ 6(a), 69 
Stat. 525; Oct. 20, 1951, 2:07 p. E. 3. T., c. 521, Title VI, § 611(b), 
€5 Stat. 568. 


Historical Note 


Ref«areii.ce» In Text. Sections 710(a) (5) 
and 722, referred to in snbsec, (b), relat- 
ing to deferment of payment in case of 
abnormality and general relief under the 
excess profits tax, were repealed by Act 
Nov. 8, 1945, c. 453, Title I, S 122(a), 59 
fitat. 568. 

1951 Ajnmdzneint. Snbsec. (d) added by 
Act Oct. 20, 1951. 

1945 Amendnient. Snbsec. (c) added by 
Act Jnly 31, 1945. 

1944 Amendment. Snbsec. (a) amended 
by Act May 29, 1944, whicli inserted last 
sentence. 

1945 AEnendment. Act Dec. 17, 1943, 
amended section by inserting ^'(a) Gen- 
eral Knle” immediately preceding the 
first par., and by adding snbsec. (b). 

Effecfive Bate ef 1944 Amendment. 
Snbsec. (e) of Act May 29, 1944, § 14, 
provided in part: *‘Tlie amendments 
made by subsections (a), (c), (d) [to 
sections 271, 292(a), and 322 (d)), shall 
be applicable with respect to taxable 

T. 26h U.S.C.A.— 19 


years begrinning after December 31, 1942.*^ 

Awards Under Bailway Mail Pay Act 
of 1916; Interest on Beficioncieo. Not- 
withstanding this section, no interest 
shall be assessed or collected for any 
period prior to Jnly 1, 1951, with respect 
to that part of any deficiency which the 
Secretary determines to be attributable 
to the Inclusion of Income In a taxable 
year by reason of application of Act Oct. 
20, 1951, 2:07 p. m., H. S. T., c. 521, Title 
VI, § 6U (a), 65 Stat. 668 relating to 
awards under Railway Mail Pay Act of 
1916, see Note under section 42 of I.R.C. 
1939. 

Tresity Obligations. Section 615 of 
Act Oct. 20, 1951, provided that: "No 
amendment made by this Act [Act Oct. 
20, 1951] shall apply in any case where 
Its application would be contrary to any 
treaty obligation of the United States.” 

Text of Amendatory Bevenno Acts. 
Complete original text of Bevexme Acts 
amending this section, 1939 to date, 
see volumes "Title 26— Internal Bevenne 
Acts”. 
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I/egislatiT-e History and Congressional Code Cong Service, p. 1781. See, also. 
Comment: For legislative history and Act May 29, 1944, 1944 TJ.S Code Cong, 
purpose of Act Get. 20, 1951, see 1951 U.S. Service, p. 1056 

§ 29S. Additions to tho tax in case of deficiency 

(a) KegHgence. If any part of any deficiency is due to neglipnce, or 
intentional disregard of rules and regulations but without intent to* 
defraud, 5 per centum of the total amount of the deficiency (in addition 
to such deficiency) shall he assessed, collected, and paid in the same 
manner as if it were a deficiency, except that the provisions of section 
272 (i), relating to the prorating of a deficiency, and of section 292, relat- 
ing to interest on deficiencies, shall not be applicable. 

(b) Fraud. If any part of any deficiency is due to fraud with intent 

to evade tax, then 50 per centum of the total amount of the defi.ciency (in 
addition to such deficiency) shall be so assessed, collected, and paid, in 
lieu of the 50 per centum addition to the tax provided in section 3612(d) 
(2), 53 Stat. 88. 

§ 294. Additions to the tax in case of nonpayment 

(a) Tax shown on return 

(1) General rule. Where the amount determined by the taxpayer as 
the tax imposed by this chapter, or any installment thereof, or any part 
of such amount or installment, is not paid on or before the date prescribed 
for its payment, there shall be collected as a part of the tax, interest 
upon such unpaid amount at the rate of 6 per centum per annum from the 
date prescribed for its payment until it is paid. 

(2) If extension granted. Where an extension of time for payment 
of the amount so determined as the tax by the taxpayer, or any installment 
thereof, has been granted, and the amount the time for payment of which 
has been extended, and the interest thereon determined under section 295, 
is not paid in full prior to the expiration of the period of the extension, 
then, in lieu of the interest provided for in paragraph (1) of this subsec- 
tion, interest at the rate of 6 per centum per annum shall be collected on 
such unpaid amount from the date of the expiration of the period of the 
extension until it is paid. 

(3--5) Omitted. Feb. 25, 1944, 12:49 p. m., B. W. T., c. 63, Title I, 
§ 118(a), 68 Stat 27. 

(b) Deficiency. Where a deficiency, or any interest or additional 
amounts assessed in connection therewith under section 292, or under 
section 293, or any addition to the tax in case of delinquency provided 
for in section 291, is not paid in full within ten days from the date of 
notice and demand from the collector, there shall be collected as part 
of the tax, interest upon the unpaid amount at the rate of 6 per cen- 
tum per annum from the date of such notice and demand until it is paid. 
If any part of a deficiency prorated to any unpaid installment under 
section 272 (i) is not paid in full on or before the date prescribed for 
the payment of such installment, there shall be collected as part of the 
tax interest upon the unpaid amount at the rate of 6 per centum per 
annum from such date until it is paid. 

(c) Filing of Jeopardy bond. If a bond is filed, as provided in section 
273, the provisions of subsection (b) of this section shall not apply to 
the amount covered by the bond. 

(d) Estimated tax 

(1) Failure to file declaration or pay installment of estimated tax 

(A) Failure to file declaration. In the case of a failure to make and? 
file a declaration of estimated tax within the time prescribed, unless such 
failure is shown to the satisfaction of the Commissioner to be due to rea- 
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sonable cause and not to willful neglect, there shall be added to the tax 
5 per centum of each installment due but unpaid, and in addition, with 
respect to each such installment due but unpaid, 1 per centum of the 
unpaid amount thereof for each month (except the first) or fraction there- 
of during which such amount remains unpaid. In no event shall the 
aggregate addition to the tax under this subparagraph with respect to 
any installment due but unpaid, exceed 10 per centum of the unpaid 
portion of such installment. For the purposes of this subparagraph the 
amount and due date of each installment shall be the same as if a declara- 
tion had been filed within the time prescribed showing an estimated tax 
equal to the correct tax reduced by the credits under sections 32 and 35. 

(B) FaOure to pay installments of estimated tax declared. Where 
a declaration of estimated tax has been made and filed within the time 
prescribed, or where a declaration of estimated tax has been made and 
filed after the time prescribed and the Commissioner has found that 
failure to make and file such declaration within the time prescribed was 
due to reasonable cause and not to willful neglect, in the case of a failure 
to pay an installment of the estimated tax within the time prescribed, 
unless such failure Is shown to the satisfaction of the Commissioner to 
be due to reasonable cause and not to willful neglect, there shall be 
added to the tax 5 per centum of the unpaid amount of such installment, 
and in addition 1 per centum of such unpaid amount for each month 
(except the first) or fraction thereof during which such amount remains 
unpaid. In no event shall the aggregate addition to the tax under this 
subparagraph with respect to any installment due but unpaid, exceed 10 
per centum of the unpaid portion of such installment. 

(2) Substantial underestimate of estimated tax. If 80 per centum of 
the tax (determined without regard to the credits under sections 32 and 
35), in the case of individuals other than farmers exercising an election 
under section 60 (a), or 66% per centum of such tax so determined in 
the case of such farmers, exceeds the estimated tax (increased by such 
credits) , there shall be added to the tax an amount equal to such excess, 
or equal to 6 per centum of the amount by which such tax so determined 
exceeds the estimated tax so increased, whichever is the lesser. This 
paragraph shall not apply to the taxable year in which falls the death 
of the taxpayer, nor, under regulations prescribed by the Commissioner 
with the approval of the Secretary, shall it apply to the taxable year in 
which the taxpayer makes a timely payment of estimated tax within or 
before each quarter (excluding, in case the taxable year begins in 1943, 
any quarter beginning prior to July 1, 1943) of such year (or in the 
case of farmers exercising an election under section 60 (a), within the 
last quarter) in an amount at least as great as though computed (under 
such regulations) on the basis of the taxpayer’s status with respect to 
the personal exemption and credit for dependents on the date of the 
filing of the declaration for such taxable year (or In the case of any 
such farmer, or in case the fifteenth day of the third month of the taxable 
year occurs after July 1, on July 1 of the taxable year) but otherwise 
on the basis of the facts shown on his return for the preceding taxable 
year. In the case of taxable years beginning prior to October 1, 1950, 
and ending after September 30, 1950, the additions to tax prescribed by 
this subsection shall not be applicable if the taxpayer failed to meet the 
80 per centum and 66% per centum requirements of this paragraph by 
reason of the increase in normal tax and surtax on individuals imposed 
by section 101 of the Revenue Act of 1950. In the case of taxable years 
beginning prior to November 1, 1951, and ending after October 31, 1961, 
the additions to tax prescribed by this subsection shall not be applicable if 
the taxpayer failed to meet the requirements of this paragraph by reason 
of the increase in rates of tax on individuals imposed by the Revenue Act 
of 1951. 
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(S) Tax on self-employment income. Tliis subsection shall be applie<l 
without regard to the tax imposed by subchapter E, relating to tax on self- 
employment income. 

(e) Substantial Overstatement of Expected Carry-Backs. If the time 
for payment of any tax or taxes for any taxable year is extended under 
section 3779, there shall be added to such tax or taxes an amount equal 
to 5 per centum of the penalty portion, if any, of the amount to which 
such extension relates, unless the taxpayer establishes to the satisfaction 
of the Commissioner that, as of the end of the taxable year in which such 
extension was made, there was reasonable cause to expect there would 
be no such penalty portion. The penalty portion shall be the excess of 
the amount to which such extension relates which is not paid by the end 
of the taxable year in which such extension is made over 125 per centum 
of the amount to which such extension relates which is satisfied by apply- 
ing thereto a decrease in tax in respect of an application under section 
3780(a) less any amounts assessed in respect of such application which 
are not so satisfied. 52 Stat. 88, amended June 9, 1943, 7 p. m., E. W. T., 
c. 120, § 5(h), 57 Stat. 144; Feb. 25, 1944, 12:49 p. m., E. W. T., c. 63, 
Title I, § 118(a), 68 Stat. 37; May 29, 1944, 7 p. m., E. W. T., c. 210, 
Pt. r, §§ 6(b), (8), 13(b), 58 Stat. 235, 244; July 31. 1945, c. 340, § 4 
(b), 59 Stat. 523; Aug. 28. 1950, c. 809, Title II, § 208(d) (8), 64 Stat 
545; Jan. 2, 1951, c. 1196, § 2, 64 Stat 1136; Oct 20, 1961, 2:07 p. m., 
E.S.T., Title I, § 103(b). 65 Stat 465. 


Historical Note 


Kefereoaces In Text. Section 101 of Rer- 
enne Act of 1950, referred to in subsec. 

(d) (2), Is classified to sections 11 and 
12(b), (c), (f) of I.B.C.1939. 

1951 Amendments. Subsec. (d) (2) 

amended by Act Oct. 20, 1951, to add 
last sentence. 

Subsec, (d) (2) amended by Act Jan. 
2, 1951, which added next to last sentence. 

1950 Amendment. Subsec. (d) amended 
by Act Aug. 28, 1950, which added par. 
(3). 

IMS Amendjnent. Subsec. (e) added 
by Act July 31, 1946, 

19M Amendments. Subsec. (a) amend- 
ed by Act Feb. 25, 1944, which struck out 
pars. (3), (4), and (5). 

Subsec. (d) added by Act Feb. 25, 1944, 
Subsec. (d) (1) (A) amended by Act 
May 29, 1944, which changed last sen- 
tence generally to read as now set out. 

Subsec. (d) (2) amended by Act May 
29, 1944, which struck out 35 and 466 

(e) ” following “sections 32" and inserted 
in lieu thereof “and 35". 

1943 Amendment. Subsec. (a) amended 
by Act June 9, 1943, which added pars. 
(3)-(5). 

Effective Bate of 19S1 Amendment. 
Amendment as applicable only with re- 
spect to taxable years beginning after 
Oct. 31, 1951, and to taxable years be- 
ginning on Jan. 1, 1951, and ending on 
Dec. 31, 1951, see note set out under sec- 
tion 12 of I.R.C.1939. 

Effective Bate of 1944 Amendments. 
Amendment of subsecs, (d) (1) (A) and 
(d) (2), by Act May 29, 1944, was made 


applicable to taxable years beginning 
after Dec. 31, 1943, by section 2 thereof. 

Amendment of section by Act Feb 25, 
1944, was made applicable to taxable 
years beginning after Dec. 31, 1942, by 
section 118(c) thereof. 

EfTective Bate of 1943 Amendmeni;. Sec- 
tion 5(f) of Act June 9, 1943, provided: 
“The amendments made by this section 
[affecting sections 56(b), 58-60, 145(a), 217 
(a), 218(a), 294(a)] shall be effective with 
respect to taxable years beginning after 
December 31, 1942, except that section 
294(a) (5) of the Internal Revenue Code 
[1939] shall not be applicable to a taxa- 
ble year beginning in 1943 in the case of 
an individual not required to make a dec- 
laration under section 58 of the Internal 
Revenue Code for such year." 

Computation of Tax In Case of Certalii 
Joint Returns. Effective date of 1951 
amendments with respect to computatioii 
of tax in case of certain joint returns, see 
note set out under section 12 of I.B.C. 
1939. 

Underestimating 1944 Tax. Section 33 
(e) of Act May 29, 1944 provided: “For 
the purposes of section 294 (d) (2) (re- 
lating to underestimate of estimated tax), 
in the case of a taxpayer filing a declara- 
tion for a taxable year beginning in the 
calendar year 1944 the term *80 per cent- 
um of the tax’ as appearing in such sub- 
section shall be taken to refer to 80 per 
centum of whichever of the following is 
the lesser: (1) a tax computed under the 
law applicable to such taxable year 
without regard to the amendments made 
by this Act [Act May 29, 1944, 7 p. m , B. 
W.T., c. 210, Part I, § 13(b), 68 8tat. 244], 
and (2) a tax computed under such law 
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as amended by this Act [Act May 29, 1944, 
7 p. m., E. W, T., c. 210, Part. I, § 13(b), 
58 Stat. 244].” 

Treaty Obligrations. Section 615 of Act 
Oct. 20, 1951, provided that: “No amend- 
ment made by this Act [Act Oct. 20, 1951] 
shall apply in any case where its ap- 
plication would be contrary to any treaty 
obligation of the United States.” 

Similar provisions were contained in 
the following Act: 

1944— Peb. 25, 1944, 12 :49 p. m., E. W. T.. 
c. 63, Title I, I 136, 58 Stat 53. 


Text of Amendatory Revenue Act®, 
Complete original text of Revenue Acts 
amending this section 1939 to date, 
see volumes “Title 26 — Internal Revenue 
Acts”. 

XiCgislative History and Congrressional. 
Comment: For legislative history and 
purpose of Act Oct. 20, 1951, see 1951 
U.S.Gode Cong.Service, p. 1781. See, also. 
Acts Jan. 2, 1951, 1950 UJS Code Cong. 
Service, p. 4259; Aug. 28, 1950, 1950 DjS. 
Code Cong.Service, p. 3287; May 29, 194A 
1944 U.S.Code Cong.Service, p. 1056. 


§ 295, Tini© extended for payment of tax shown on return 
If the time for payment of the amount determined as the tax by the tax- 
payer, or any installment thereof, is extended under the authority of sec- 
tion 56(c), there shall be collected as a part of such amount, interest 
thereon at the rate of 6 per centum per annum from the date when such 
payment should have been made if no extension had been granted, until 
the expiration of the period of the extension. 53 Stat. 89. 


§ 296. Time extended for payment of deficiency 

If the time for the payment of any part of a deficiency is extended, 
there shall be collected, as a part of the tax, interest on the part of the 
deficiency the time for payment of which is so extended, at the rate of 
6 per centum per annum for the period of the extension, and no other 
interest shall be collected on such part of the deficiency for such period. 
If the part of the deficiency the time for payment of which is so extended 
is not paid in accordance with the terms of the extension, there shall be 
collected, as a part of the tax, interest on such unpaid amount at the rate 
of 6 per centum per annum for the period from the time fixed by the terms 
of the extension for its payment until it is paid, and no other interest shall 
be collected on such unpaid amount for such period. 63 Stat. 89, 

§ 297. Interest In case of Jeopardy assessments 

In the case of the amount collected under section 273(1) there shall 
be collected at the same time as such amount, and as a part of the tax, 
interest at the rate of 6 per centum per annum upon such amount from 
the date of the jeopardy notice and demand to the date of notice and 
demand under section 273 (i), or, in the case of the amount collected in 
excess of the amount of the jeopardy assessment, interest as provided in 
section. 292. If the amount Included in the notice and demand from the 
collector under section 273(1) Is not paid in full within ten days after 
such notice and demand, then there shall be collected^ as part of the tax, 
interest upon the unpaid amount at the rate of 6 per centum per annum 
from the date of such notice and demand until It is paid. 63 Stat. 89. 

§ 298- Bankruptcy and receiverships 

If the unpaid portion of the claim allowed in a bankruptcy or receiver^ 
ship proceeding, as provided in section 274, is not paid in full within ten 
days from the date of notice and demand from the collector, then there 
shall be collected as a part of such amount interest upon the unpaid por- 
tion thereof at the rate of 6 per centum per annum from the date of such 
notice and demand until payment. 63 Stat. 89. 

§ 299. Bemoval of property or departure from TTnited States 

For additions to tax in esm of leaving the United States or concealing property in 
sneh manner as to hinder collection of the tax, see seddea 146. 

63 Stat. 89. 
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SXJPPLEIICENT N. — CI/AIMS AGAINST TRANSPBKBEIS AND PIDTJCIARIBS 

§ Sll. Transferred assets 

(a) Method of coUection, The amounts of the following liabilities 
shall, except as hereinafter in this section provided, be assessed, collected, 
and paid in the same manner and subject to the same provisions and limi- 
tations as in the case of a deficiency in a tax imposed by this chapter 
(including the provisions in case of delinquency in payment after notice 
and demand, the provisions authorizing distraint and proceedings in court 
for collection, and the provisions prohibiting claims and suits for re- 
funds) : 

(1) Transferees. The liability, at law or in equity, of a transferee of 
property of a taxpayer, in respect of the tax (including interest, additional 
amounts, and additions to the tax provided by law) imposed upon the 
taxpayer by this chapter. 

(2) Fiduciaries. The liability of a fiduciary under section 3467 of 
the Revised Statutes, as amended, (U.S.C., Title 31, § 192) in respect of 
the payment of any such tax from the estate of the taxpayer. 

Any such liability may be either as to the amount of tax shown on the 
return or as to any deficiency in tax. 

(b) Period of limitation. The period of limitation for assessment of 
any such liability of a transferee or fiduciary shall be as follows: 

(1) In the case of the liability of an initial transferee of the property 
of the taxpayer, — ^within one year after the expiration of the period of 
limitation for assessment against the taxpayer; 

(2) In the case of the liability of a transferee of a transferee of the 
property of the taxpayer, — ^within one year after the expiration of the 
period of limitation for assessment against the preceding transferee, but 
only if within three years after the expiration of the period of limitation 
for assessment against the taxpayer; — 

except that if before the expiration of the period of limitation for the 
assessment of the liability of the transferee, a court proceeding for the 
collection of the tax or liability in respect thereof has been begun against 
the taxpayer or last preceding transferee, respectively, — then the period 
of limitation for assessment of the liability of the transferee shall expire 
one year after the return of execution in the court proceeding. 

(3) In the case of the liability of a fiduciary, — not later than one year 
after the liability arises or not later than the expiration of the period for 
collection of the tax in respect of which such liability arises, whichever 
is the later; 

(4) Where before the expiration of the time prescribed in paragraph 
(1), (2), or (3) for the assessment of the liability, both the Commissioner 
and' the transferee or fiduciary have consented in writing to its assess- 
ment after such time, the liability may be assessed at any time prior to 
the expiration of the period agreed upon. The period so agreed upon may 
be extended by subsequent agreements in writing made before the expira- 
tion of the period previously agreed upon. 

(c) Period for assessment against taxpayer. For the purposes of this 
section, if the taxpayer is deceased, or in the case of a corporation, has 
terminated its existence, the period of limitation for assessment against 
the taxpayer shall be the period that would be in effect had death or 
termination of existence not occurred. 

(d) Suspension of rnnniiig of statute of limitations. The running of 
the statute of limitations upon the assessment of the liability of a trans- 
feree or fiduciary shall, after the mailing to the transferee or fiduciary 
of the notice provided for in section 272(a), be suspended fOr the period 
during which the Commissioner is prohibited from making the assessment 
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in respect of tlie liability of the transferee or fidnciary (and In any event, 
if a proceeding in respect of the liability is placed on the docket of the 
Tax Court, until the decision of the Tax Court becomes final), and for 
sixty days thereafter. 

(e) Address for notice of liability. In the absence of notice to the 
Commissioner under section 312(b) of the existence of a fiduciary rela- 
tionship, notice of liability enforceable under this section in respect of a 
tax imposed by this chapter, if mailed to the person subject to the liabil- 
ity at his last known address, shall be sujfieient for the purposes of this 
chapter even if such person is deceased, or is under a legal disability, or, 
in the case of a corporation, has terminated its existence. 

(f) Definition of “transferee”. As used in this section, the term 
“transferee"’ includes heir, legatee, devisee, and distributee. 53 Stat. 
90, amended Oct. 21, 1942, 4:30 p. m., E. W. T., c. 619, Title V, § 504(a), 
(c), 56 Stat. 957. 


Historical Note 


Chaxisre of Name- Act Oct. 21, 1942, 
chang-ed the name of the Board of Tax 
Appeals to The Tax Court of the United 
States. For text of said Act, see section 
1100 of I.E.C.1939 and notes thereunder. 


Text of Amendatory Kevenne Acts. 
Complete original text of Revenue Acts 
amending this section, 1939 to date, see 
volumes “Title 26 — Internal Revenue 
Acts“. 


§ 312. Notice of fidnciary relationsliip 

(a) Fiduciary of taxpayer. Upon notice to the Commissioner that 
any person is acting in a fiduciary capacity such fiduciary shall assume 
the powers, rights, duties, and privileges of the taxpayer in respect of a 
tax imposed by this chapter (except as otherwise specifically provided and 
except that the tax shall be collected from the estate of the taxpayer), 
until notice is given that the fiduciary capacity has terminated. 

(b) Fiduciary of transferee. Upon notice to the Commissioner that any 
person is acting in a fiduciary capacity for a person subject to the lia- 
bility specified in section 311, the fiduciary shall assume, on behalf of 
such person, the powers, rights, duties, and privileges of such person 
under such section (except that the liability shall he collected from the 
estate of such person) until notice is given that the fiduciary capacity 
has terminated. 

(c) Manner of notice. Notice under subsection (a) or (b) shall be 
given in accordance with regulations prescribed by the Commissioner 
with the approval of the Secretary. 53 Stat. 91. 


§ 313. Cross reference 

For prohibition of suits to restrain enforcement of liability of transferee or fidu- 
ciary, see section 3653(b). 

53 Stat. 91. 


SUPPI/EmNT O.— OVERPAITMENTS 
§ 321. Overpayment of installment 

If the taxpayer has paid as an installment of the tax more than the 
amount determined to he the correct amount of such installment, the 
overpayment shall be credited against the unpaid installments, if any. If 
the amount already paid, whether or not on the basis of installments, 
exceeds the amount determined to be the correct amount of the tax, the 
overpayment shall be credited or refunded as provided In section 322. 53 
Stat. 91. 
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§ 822. Befimds and credits 

(a) Authorization 

(1) Ovei^ayment. Where there has been an overpayment of any tas 
imposed by this chapter, the amount of such overpayment shall be credited 
against any income, war-profits, or excess-profits tax or installment there- 
of then due from the taxpayer, and any balance shall be refunded imme- 
diately to the taxpayer. 

(2) Excessive withholding. ’Where the amount of the tax withheld at 
the source under Subchapter D of Chapter 9 exceeds the taxes imposed by 
this chapter against which the tax so withheld may be credited under 
section 35, the amount of such excess shall be considered an overpayment. 

(3) Credits against estmiated tax. The Commissioner is authorized to 
prescribe, with the approval of the Secretary, regulations providing for 
the crediting against the estimated tax for any taxable year of the amount 
determined by the taxpayer or the Commissioner to be an overpayment of 
the tax for a preceding taxable year. 

(4) Credit for “special refunds” of employee social security tax. The 
Commissioner is authorized to prescribe, with the approval of the Secre- 
tary, regulations providing for the crediting against the tax imposed by 
this chapter for any taxable year of the amount determined by the taxpay- 
er or the Commissioner to be allowable under section 14Cl(d) as a special 
refund of tax imposed on wages received during the calendar year in 
which such taxable year begins. If more than one taxable year begins 
in such calendar year, such amount shall not be allowed under this sec- 
tion as a credit against the tax for any taxable year other than the last 
taxable year so beginning. The amount allowed as a credit under such 
regulations shall, for the purposes of this chapter, be considered an 
amount deducted and withheld at the source as tax under subchapter D 
of chapter 9. 

(b) limitatiofi on allowance 

(1) Period of limitation. Unless a claim for credit or refund Is filed 
by the taxpayer within three years from the time the return was filed by 
the taxpayer or within two years from the time the tax was paid, no credit 
or refund shall be allowed or made after the expiration of whichever of 
such periods expires the later. If no return is filed by the taxpayer, then 
no credit or refund shall be allowed or made after two years from the 
time the tax was paid, unless before the expiration of such period a claim 
therefor is filed by the taxpayer. 

(2) Uimit on amount of credit or refund. The amount of the credit or 
refund shall not exceed the portion of the tax paid — 

(A) If a return was filed by the taxpayer, and the claim was filed 
within three years from the time the return was filed, during the three 
years immediately preceding the filing of the claim. 

(B) If a claim was filed, and (i) no return was filed, or (ii) if the 
claim was not filed within three years from the time the return was filed 
by the taxpayer, during the two years immediately preceding the filing of 
the claim. 

(C) If no claim was filed and the allowance of credit or refund is made 
within three years from the time the return was filed by the taxpayer, 
during the three years immediately preceding the allowance of the credit 
or refund. 

(D) If no claim was filed, and (1) no return was filed or (ii) the allow- 
ance of the credit or refund is not made within thx’ee years from the time 
the return was filed by the taxpayer, during the two years immediately 
preceding the allowance of the credit or refund. 

(3) Exceptions in the case of waivers. If both the Commissioner and 
the taxpayer have, within the period prescribed in paragraph (1) for 
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the filing of a claim for credit or refund, agreed in writing under the 
provisions of section 276(b) to extend beyond tbe period prescribed in 
section 275 tbe time witMn whicb tbe Commissioner may make an as- 
sessment, tbe period within which a claim for credit or refund may b® 
filed, or credit or refund allowed or made if no claim is filed, shall be 
the period within which the Commissioner may make an assessment pur- 
suant to such agreement or any extension thereof, and six months there- 
after, except that the provisions of paragraph (1) shall apply to any claim 
filed, or credit or refund allowed or made, before the execution of such 
agreement. The amount of the credit or refund shall not exceed the 
total of the portions of tax paid (A) during the two years immediately 
preceding the execution of such agreement, or, if such agreement was 
executed within three years from the time the return was filed, during 
the three years immediately preceding the execution of such agreement, 
(B) after the execution of the agreement and before the expiration of 
the period within which the Commissioner might make an assessment 
pursuant to such agreement or any extension thereof, and (C) during 
six months after the expiration of such period, except that the provisions 
of paragraph (2) shall apply to any claim filed, or credit or refund al- 
lowed, before the execution of the agreement. Notwithstanding the fore- 
going provisions of this paragraph, the period within which a claim for 
credit or refund may be filed, or credit or refund allowed or made if no 
claim is filed, shall not expire prior to two years after the time the tax 
was paid, but if a claim is filed, or credit or refund allowed or made if 
no claim is filed, more than six months after the expiration of the period 
within which the Commissioner may make an assessment pursuant to such 
agreement or any extension thereof, the amount of the credit or refund 
shall not exceed the portion of the tax paid during the two years imme- 
diately preceding the filing of the claim, or, if no claim is filed, immediate- 
ly preceding the allowance of the credit or refund. 

(4) Return considered filed on due date. For the purposes of this sub- 
section, a return filed before the last day prescribed by law for the filing 
thereof shall be considered as filed on such last day. For the purposes cl 
paragraphs (2) and (3) of this subsection, and for the purposes of sub- 
section (d) of this section, an advance payment of any portion of the 
tax made at the time such return was filed shall be considered as made 
on the last day prescribed by law for the payment of the tax or, if the 
taxpayer elected to pay the tax in installments, on the last day prescribed 
for the payment of the first installment. For tbe purposes of this para- 
graph, the last day prescribed by law for filing the return or paying the 
tax shall be determined without regard to any extension of time granted 
the taxpayer. 

(5) Special period of limitatian with respect to bad debts and worth- 
less securities. If the claim for credit or refund relates to an overpayment 
on account of — 

(A) the deductibility by the taxpayer, under section 23 (k) (1), sec- 
tion 23 (k) (4) , or section 204 (c), of a debt as a debt which became worth- 
less, or, under section 23(g) (2) or (k) (2), of a loss from worthlessness 
of a security, or 

(B) the effect that the deductibility of a debt or loss described in sub- 
paragraph (A) has on the application to the taxpayer of a carry-over, 
in lieu of the three-year period of limitation prescribed in paragraph (1), 
the period shall be 7 years from the date prescribed by law for filing the 
return for the year with respect to which the claim is made. If the claim 
for credit or refund relates to an overpayment on account of the effieet 
that the deductibility of such n debt or loss has on the application to the 
taxpayer of a carry-back, the period shall be either seven years from the 
date prescribed by law for filing the return for the year of the net oper- 
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ating loss or the unused excess profits credit which results in such carry- 
back or the period prescribed in paragraph (6), whichever expires the 
later. In the case of a claim described in this paragraph, the^ amount 
of the credit or refund may exceed the portion of the tax paid within the 
period prescribed in paragraph (2) or (3), whichever is applicable, to 
the extent of the amount of the overpayment attributable to the deducti- 
bility of items described in this paragraph. 

(6) Special period of limitation with respect to net operating loss carry- 
backs and nnnsed excess profits credit carry-backs. If the claim for credit 
or refund relates to an overpayment attributable to a net operating loss 
carry-back or to an unused excess profits credit carry-back, in lieu of the 
three-year period of limitation prescribed in paragraph (1), the period 
shall be that period which ends with the expiration of the fifteenth day 
of the thirty-ninth month following the end of the taxable year of the 
net operating loss or the unused excess profits credit which results in such 
carry-back, or the period prescribed in paragraph (3) in respect of such 
taxable year, whichever expires later. In the case of such a claim, the 
amount of the credit or refund may exceed the portion of the tax paid 
within the period provided in paragraph (2) or (3), whichever is applica- 
ble, to the extent of the amount of the overpayment attributable to such 
carry-hack. 

[(c) Effect of petition to Tax Court.] i If the Commissioner has 
mailed to the taxpayer a notice of deficiency under section 272(a) and if 
the taxpayer files a petition with the Tax Court within the time pre- 
scribed in such subsection, no credit or refund in respect of the tax for 
the taxable year in respect of which the Commissioner has determined the 
deficiency shall he allowed or made and no suit by the taxpayer for the 
recovery of any part of such tax shall he instituted in any court except—— 

(1) As to overpajrments determined by a decision of the Tax Court 
which has become final; and 

(2) As to any amount collected in excess of an amount computed in 
accordance with the decision of the Tax Court which has become final; 
and 

(3) As to any amount collected after the period of limitation upon the 
beginning of distraint or a proceeding in court for collection has expired; 
but in any such claim for credit or refund or in any such suit for refund 
the decision of the Tax Court which has become final, as to whether such 
period has expired before the notice of deficiency was mailed, shall be 
conclusive. 

(d) [Overpayment found by Tax Court.] i If the Tax Court finds that 
there is no deficiency and further finds that the taxpayer has made an 
overpayment of tax in respect of the taxable year in respect of which the 
Commissioner determined the deficiency, or finds that there is a deficiency 
but that the taxpayer has made an overpayment of tax in respect of such 
taxable year, the Tax Court shall have jurisdiction to determine the 
amount of such overpayment, and such amount shall, when the decision of 
the Tax Court has become final, he credited or refunded to the taxpayer. 
No such credit or refund shall he made of any portion of the tax unless the 
Tax Court determines as part of its decision (1) that such portion was paid 
(A) within two years before the filing of the claim, the mailing of the no- 
tice of deficiency, or the execution of an agreement by both the Commis- 
sioner and the taxpayer pursuant to section 276(b) to extend beyond the 
time prescribed in section 275 the time within which the Commissioner 
might assess the tax, whichever is earliest, or (B) within three years be- 
fore the filing of the claim, the mailing of the notice of deficiency, or the 
execution of the agreement, whichever is earliest, if the claim was filed, the 
notice of deficiency mailed, or the agreement executed within three years 
from the time the return was filed by the taxpayer, or (C) after the ex- 
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ecution of such an agreement and before the expiration of the period 
■vvithin which the Commissioner might make an assessment pursuant to 
such agreement or any extension thereof, or (D) after the mailing of the 
notice of deficiency; or (2), if such portion was not paid within the 
period described in clause (1), hut the notice of deficiency was mailed 
within seven years from the time prescribed for the filing of the return, 
or a claim described in subsection (b) (5) was filed, that such portion 
does not exceed the amount of the overpayment attributable to the de- 
ductibility of items described in subsection (b) (5); or (3), if such por- 
tion was not paid within the period described in clause (1), but the no- 
tice of deficiency was mailed within the period prescribed in subsection 
(b) (6) for the filing of a claim for credit or refund of an overpayment 
attributable to a carry-back, or such a claim was filed, that such portion 
does not exceed the amount of the overpayment attributable to a carry- 
back. 

(e) Presumption as to date of payment. For the purposes of this 
section, any tax actually deducted and withheld at the source during any 
calendar year under Subchapter D of Chapter 9 shall, in respect of the 
recipient of the income, be deemed to have been paid by him not earlier 
than the fifteenth day of the third month following the close of his taxable 
year with respect to which such tax is allowable as a credit under section 
35. For the purposes of this section, any amount paid as estimated tax 
for any taxable year shall be deemed to have been paid not earlier than 
the fifteenth day of the third month following the close of such taxable 
year. 

(f ) Tax withheld at source. For refund or credit in case of withhold- 
ing agent, see section 143(f). For refund or credit in case of employer 
required to deduct and withhold tax on wages, see section 1622(f), 

(g) Overpayments Attributable to Net Operating Loss Carry-Bacfcs and 
Unused Excess Profits Credit Carry-Backs. If the allowance of a credit 
or refund of an overpayment of tax attributable to a net operating loss 
carry-back or to an unused excess profits credit carry-back is otherwise 
prevented by the operation of any law or rule of law other than section 
3761, relating to compromises, such credit or refund may be allowed or 
made, if claim therefor is filed within the period provided in subsection 
(b) (6). If the allowance of an application, credit or refund of a de- 
crease in tax determined under section 3780 (b) is otherwise prevented 
by the operation of any law or rule of law other than section 3761, such 
application, credit or refund may be allowed or made if application for a 
tentative carry-back adjustment is made within the period provided in 
section 3780(a). In the case of any such claim for credit or refund or 
any such application for a tentative carry-back adjustment, the deter- 
mination by any court, including The Tax Court of the United States, In 
any proceeding in which the decision of the court has become final, shall 
be conclusive except with respect to the net operating loss deduction and 
the unused excess profits credit adjustment, and the effect of such deduc- 
tion or adjustment, to the extent that such deduction or adjustment is 
affected by a carry-back which was not In issue in such proceeding. 63 
Stat. 91, amended Oct. 21, 1942, 4i30 p. m., E. W. T., c. 619, Title I, §§ 169 
(a b), 172(e), 66 Stat. 876, 877, 893; June 9, 1943, 7 p. m., B. W. T., 
c. *120, §§ 2(b) (2), 4(a, b), 67 Stat. 139. 140; May 29, 1944, 7 p. m., 
E, W. T., c. 210, Pt. I, §§ 6(b) (9, 10), 14(d), 68 Stat. 235, 246; Oct. 
21, 1942, 4:30 p. m., E. W. T., c. 619, Title V, § 604(a) (c), 56 Stat. 957; 
July 31, 1945, c. 340, § 6(a-d), 69 Stat. 623; Nov. 8, 1946, 5:17 p, m., 
E. S. T.,' c. 463, Title I, § 122(e) (1), 69 Stat. 569; Aug. 18, 1950, e. 765, 
I 1(a), 64 Stat 464; Augv 28, 1950, c. 809, Title II, § 206(b) (1), 64 
Stat 538. 

1 Catchline gupplied by editor in conformance with change of name Board of 
Tax Appeals. ' , > < . . 
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Historical Note 


1950 Amendments. Subsec. (a) amend- 
ed by Act Aug. 28, 1950, wbicb added 
snbpar. 4. 

Subsec. (b) (3) amended by Act Aug. 
18, 1950, to make clear that taxpayers 
wbo enter into an agreement with the 
Commissioner extending the time with- 
in which an assessment may be made do 
not thereby subject themselves to a re- 
duction in the period of time otherwise 
available to them for the filing of a cred- 
it or refund claim. 

1945 Amendjaaent. Subsec. (b) (5) (B) 
amended by Act July 31, 1945, which 
struck out “or of a carry-back'* in first 
sentence, and struck out second sentence 
and inserted in lieu thereof a new second 
sentence. 

Snbsec. (b) (6) amended by Acts Nov. 
A 1945, July 31, 1945. Act Nov. 8, 1945 
amended first sentence generally. Act 
July 31, 1945 added subsec, (b) (6). 

Subsea (d) amended by Act July 31, 
1945, which struck out period following 
“(b> (5)** and inserted in lieu thereof a 
jemicolon and the text following it. 

Subsec. (g) added by Act July 31, 1945. 

1944 Amendment. Sub sec. (a) (2) 

amended by Act May 29, 1944, whicli 
struck out ‘Tart II of Subchapter D or'* 
following “the source under”, and “or 
466(e)” following “under section 35”, 

Subsec. (d) amended by Act May 29, 
1944, which inserted “or finds that there 
is a deficiency • ♦ ♦ of such taxable 
year,” following “in respect of which the 
Commissioner determined the deficiency, 

Subsec- (e) amended by Act May 29, 
1944, which struck out “Part II of Sub- 
chapter D or” following “calendar year 
under”, and “or section 466(e)” following 
“under section 35.”. 

1943 Amendments. Subsec. (a) amend- 
ed by Act June 9, 1943, which affected 
par. (2) and added par. (3). 

Subsec. (e) amended by Act June 9 , 
1943. 

Subsec. (f) amended by Act June 9, 
1943, which omitted reference “and 4G6(f)” 
from first sentence and added second sen- 
tence. 

1942 Amendment. Subsecs, (a), (b) (2- 
6), (d) and (f) amenjded and subsec. (e) 
amended and redesignated (f) and new 
subsec. (e) inserted by Act Oct. 21, 1942, 
II 169(a, b), 172(e). 

Change of Name. Act Oct. 21, 1942, 
changed the name of the Board of Tax 
Appeals to The Tax Court of the United 
States. See section 11()0 of I.B.C,1939 and 
notes thereunder. 

XiffeistiYe Pate of 1950 Amendments* 
Section 206 (c> of Act Aug. 28, 1950, pro- 
vided in part that the amendment of 
subsec. (a) by said Act Aug. 28, 1950 
^ould bb applicable only with respect to 
tiLxable years beginning after Dec. 31, 


1950, and only with respect to “special 
funds” in the case of wages paid after 
Dec. 31, 1950. 

Section 1(b) of Act Aug IS, 1950, pro- 
vided that: “The amendment made by 
subsection (a) [amendment of subsection 
(b) (3) of this section] shall be applicable 
to taxable years beginning after Decem- 
ber 31, 1941, and, subject to the provi- 
sions of the second sentence of section 
169(c) of the Revenue Act of 1942 (added 
by section 509(a) of the Revenue Act of 
1943 and amended by section 2 of this 
Act [set out as a note under this sec- 
tion]), the amendment [amendment of 
this section] shall also be applicable to 
taxable years beginning after December 
31, 1923, and before January 1, 1942.” 

Effective Pate of 1846 Amendment. 
Amendment to first sentence of subsec. 
(b) (6) by Act Nov. 8, 1945, was made 
applicable to claims for credit or refund 
with respect to taxable years beginning 
after Dea 31, 1940, by section 122(e) (2) 
thereof. 

Section 5(f) of Act July 31, 1945, pro- 
vided: “The amendments made by this 
section [to sections 276 and 322 of I.R.C. 
1939] shall be applicable with respect to 
all taxable years beginning after De- 
cember 31, 1940, except that the amend- 
ment made by subsection (d) [adding 
subsea (g) to section 322 of I.R.C.19S9] 
shall not be applicable to any taxable 
year with respect to which the taxpayer 
and the Commissioner have entered into 
a closing agreement under the provisions 
of section 3760, prior to the date of en- 
actment of this Act [July 31, 1945], in any 
case in which it is expressly provided 
In such closing agreement that the tax 
liability for such taxable year is not to 
be affected by a net operating loss carry- 
back or by an unused excess profits credit 
carry-back.” 

Effective Pate of 1944 Amendment. 
Amendment of subsecs, (a) (2), (e) by 
Act May 29, 1944, § 6(b) (9). (10), was 
made applicable to taxable years begin- 
ning after Dec. 31, 1943, by section 2 
thereof. 

Subsec. (e) of Act May 29, 1944, § 14, 
provided in part: “The amendments 
made by subsections (a), <c), (d) [to 
sections 271, 292(a), and 322 (d)3, shall 
be applicable with respect to taxable 
years beginning after December 31, 1942.” 

Effective Pate of 1943 Amendment. 
Amendment to section by Act June 9, 
1943, as effective July 1, 1943, see note 
under section 476 of I.R.(i!.1939. 

Effective Pate of 1942 Amendment. 
Act Oct. 21, 1942, 5 169(c), as amended 
by Acts Feb. 25, 1944, c. 63, |§ 504, 509(a), 
58 Stat. 72; Aug. 18, 1950, | 2, provided 
that: “The amendment Inserting para^ 
gra^h (5) of section 322 (b) shall be ap- 
plicable to taxable years beginning after 
Dec. 31, 1937. A provision having the 
effect of section 322(b) (3), as .aiuended. 
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the Internal Kerenne Code £tMs sec- 
tion] and a provision havingr the effect of 
the amendment made by subsection (b) of 
this section, shall be deemed to be in- 
cluded in the revenue laws respectively 
applicable to taxable years beginning: 
after December 31, 1923, but such provi- 
sions shall be effective with respect t« 
taxable years beginning prior to Jan- 
uary 1, 1942, only if at some time after 
S^bruary 24, 1944, the Commissioner may 
assess the tax for such taxable year solely 
by reason of having made (either before, 
on, or after February 24, 1944) an agree- 
ment with the taxpayer pursuant to sec- 
tion 276(b) of the Internal Revenue Code 
[section 276(b) of I.B.C.1939] or the 
corresponding provision of the applicable 
prior revenue law to extend beyond the 
time prescribed in section 275 of such 
code or the corresponding provision of 
such prior revenue law the date within 
which the Commissioner may assess the 
tax.” 

Amendments of subsecs, (a), (e) and 
(f) by Act Oct. 21, 1942, $ 172(e), were 
made effective Jan. 1, 1943, applicable to 
all wages (as defined in Part II of Sub- 
chapter D) paid on or after such date, 
by section 172(g) thereof. 

Amendment of subsec (b) by Act Oct. 
21, 1942, § 169(b) inserting par. (5), was 
made applicable to taxable years begin- 
ning after Dec. 31, 1938, by section 169 

(c) thereof. 

Amendments of sub secs, (b) (2-f>) and 

(d) by Act Oct. 21, 1942, { 169(a), (b). 
were made applicable to taxable years 
beginning after Dec. 31, 1941, by section 
101 thereof. 

Transferee Agreements. Section 509 
(b) of Act Feb. 25, 1944, Title V. c. 63, 58 
Stat 74, provided as follows : ‘Tf a trans- 
feree of a taxpayer and the Commissioneir 


executed an agreement t® extend the tim© 
within which the liability with respect 
to the tax of the taxpayer for a tax- 
able year beginning in 1936 might b® as- 
sessed against such transferee, any over- 
payment of the tax of the taxpayer with 
respect to such taxable year which The 
Tax Court of the United I^:ate3 finds haa 
been paid by such transferee shall, when 
the decision of The Tax Court of the 
United States has become final, be 
credited or refunded to such transferee. 
Such credit or refund shall not exceed 
the amount paid by the transferee with 
respect to the tax of the taxpayer for 
such taxable year within the four years 
Immediately preceding the execution of 
such agreement.” 

limitation. War X^ossest 

Expiration of three-year limitation 
period with respect to war losses, see 
note set out under section 127 of I.R.C. 
1939. 

Treaty Obligatiezui. Section 199 of 
Act Oct. 21, 1942 provided as follows: 
**No amendment made by this title [sec- 
tions 101-172, 181-186 of 1942 Act] shall 
apply in any case where its application 
would be contrary to any treaty obliga- 
tion of the United States.” 

Text of Amendatory Bevenne Acts. 
Complete original text of Revenue Acts 
amending this section, 1939 to date, see 
volumes “Title 26 — ^Internal Revenue 
Acts”. 

X>egislative History and Congressional 
Comment; For legislative history and 
purpose of Act Aug. 28, 1950, see 1960 
U.S.Code Cong. Service, p. 3287. See, also, 
Acts Aug. 18, 1950, 1950 U.S.Code Cong. 
Service, p. 3038; May 29, 1944, 1944 U.S. 
Code Cong. Service, p. 1056. 


SUPPLEMENT P.— FOREIGN PERSONAL HOLDING COMPANIES 

§ SSI. Definition of foreign personal holding company 

(a) General rule. For the purposes of this chapter the term "foreign 
personal holding company" means any foreign corporation if — 

(1) Gross income requirement. At least 60 per centum of Its gross 
Income (as defined in section 334(a)) for the taxable year is foreign 
personal holding company income as defined in section 332; hut If the 
corporation is a foreign personal holding company with respect to any 
taxable year ending after August 26, 1937, then, for each subsequent 
taxable year, the minimum percentage shall be 50 per centum in lien of 
60 per centum, until a taxable year during the whole of which the stock 
ownership required by paragraph (2) does not exist, or until the expira- 
tion of three consecutive taxable years in each of which less than 50 pei 
centum of the gross income is foreign personal holding company income. 
For the purposes of this paragraph there shall be included In the gross 
income the amount includible therein as a dividend by reason of the ap- 
plication of section 334(c) (2); and 

(2) Stock ownership requirement. At any time during the taxable 
year more than 60 per o^tum in value of its outstanding stro^ is owned, 
directly or indirectly, by or for not more than five Indlvldnals ’Mio aire 
citiaens or residents of the XJnited Sta^, hereinafter called •♦United 
States group". 
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(b) Exceptions. The term '^foreign personal holding company’' does 
not include a corporation exempt from taxation under section 101. 53 

Stat. 92, 


§ Foreign personal holding company income 

For the purposes of this chapter the term '"foreign personal holding 
company income” means the portion, of the gross income determined for 
the purposes of section 331(a) (1), which consists of: 

(a) Dividends, interest, royalties, annuities. 

(b) Stock and securities transactioiis. Except in the case of regular 
dealers in stock or securities, gains from the sale or exchange of stock or 
securities. 

(c) Commodities transactions. Gains from futures transactions in 
any commodity on or subject to the rules of a board of trade or com- 
modity exchange. This subsection shall not apply to gains by a producer, 
processor, merchant, or handler of the commodity which arise out of bona 
fide hedging transactions reasonably necessary to the conduct of its busi- 
ness in the manner in which such business is customarily and usually 
conducted by others. 

(d) Estates and trusts. Amounts includible in computing the net 
income of the corporation under Supplement E; and gains from the sale 
or other disposition of any interest in an estate or trust. 

(e) Personal service contracts. (1) Amounts received under a con- 
tract under which the corporation is to furnish personal services; if some 
person other than the corporation has the right to designate (by name or 
by description) the individual who is to perform the services, or if the 
individual who is to perform the services is designated (by name or by 
description) in the contract; and (2) amounts received from the sale or 
other disposition of such a contract. This subsection shall apply with 
respect to amounts received for services under a particular contract only 
if at some time during the taxable year 25 per centum or more in value 
of the outstanding stock of the corporation is owned, directly or indirectly, 
by or for the individual who has performed, is to perform, or may be 
designated (by name or by description) as the one to perform, such serv- 
ices. 

(f) Us© of corporation property by shareholder. Amounts received as 
compensation (however designated and from whomsoever received) for 
the use of, or right to use, property of the corporation in any case where, 
at any time during the taxable year, 25 per centum or more in value of 
the outstanding stock of the corporation is owned, directly or indirectly, 
by or for an individual entitled to the use of the property; whether such 
right is obtained directly from the corporation or by means of a sublease 
or other arrangement. 

(g) Kents. Rents, unless constituting 50 per centum or more of the 

gross income. For the purposes of this subsection the term "rents” means 
compensation, however designated, for the use of, or right to use, prop- 
erty; but does not include amounts constituting foreign personal holding 
company income under subsection (f). 53 Stat. 93. 

§ S33. Stock ownership 

(a) Constructive ownership. For the purpose of determining whether 
a foreign corporation is a foreign personal holding company, insofar as 
such determination is based on stock ownership under section 331(a) (2),, 
section 332 (e), or section 332(f) — 

(1) Stodk not owned by individual. Stock owned, directly or indirectly, 
by or for a corporation, partnership, estate, or trust shall he considered 
as being owned proportionately by Its shareholders, partners, or benefi- 
ciaries. 
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(5) Family and partoersliip ownersMp, An individual sliall be con- 
sidered as owning the stock owned, directly or indirectly, by or for Ms 
family or by or for his partner. For the purposes of this paragraph the 
family of an individual includes only Ms brothers and sisters (whether 
by the whole or half blood), spouse, ancestors, and lineal descendants. 

(3) Options. If any person has an option to acquire stock such stock 
shall be considered as owned by such person. For the purposes of this 
paragraph an option to acquire such an option, and each one of a series 
of such options, shall be considered as an option to acquire such stock. 

(4) Application of family-partnership and option rules. Paragraphs 

(2) and (3) shall be applied — 

(A) For the purposes of the stock ownersMp requirement provided In 
section S31(a) (2), if, but only If, the effect is to make the corporation 
a foreign personal holding company; 

(B) For the purposes of section 332(e) (relating to personal service 
contracts), or of section 332 (f) (relating to the use of property by share- 
holders), if, but only if, the effect is to make the amounts therein referred 
to includible under such subsection as foreign personal holding company 
income. 

(3) Constructive ownership as actual ownership. Stock constructively 
owned by a person by reason of the application of paragraph (1) or (3) 
shall, for the purpose of applying paragraph (1) or (2), be treated as 
actually owned by such person; but stock constructively owned by an 
individual by reason of the application of paragraph (2) shall not be 
treated as owned by Mm for the purpose of again applying such paragraph 
in order to make another the constructive owner of such stock. 

(6) Option rule in lieu of family and partnership rule. If stock may 
be considered as owned by an individual under either paragraph (2) or 

(3) It shall be considered as owned by him under paragraph (3). 

(b) Convertible securities. Outstanding securities convertible Into 
stock (whether or not convertible during the taxable year) shall be con- 
sidered as outstanding stock — 

(1) For the purpose of the stock ownership requirement provided in 
section 331(a) (2), but only if the effect of the inclusion of all such 
securities is to make the corporation a foreign personal holding company; 

(2) For the purpose of section 332(e) (relating to personal service 
contracts), but only if the effect of the inclusion of all such securities 
is to make the amounts therein referred to includible under such subsec- 
tion as foreign personal holding company income; and 

(3) For the purpose of section 332(f) (relating to the use of property 
by shareholders) , but only if the effect of the inclusion of all such securi- 
ties is to make the amounts therein referred to includible under such sub- 
section as foreign personal holding company income. 

The requirement in paragraphs (1), (2), and (3) that all convertible 
securities must be included if any are to be included shall be subject to 
the exception that, where some of the outstanding securities are con- 
vertible only after a later date than in the case of others, the class having 
the earlier conversion date may be included although the others are not 
included, but no convertible securities shall be included unless all out- 
standing securities having a prior conversion date are also included. 53 
Stab 93. 

§ 3S4. Gross income of foreign personal holding companies 

(a) General rule. As used in this Supplement with respect to a foreign 
corporation the term ‘‘gross income” means gross income computed (with- 
out regard to the provisions of Supplement 1 ) as if the foreign corpora- 
tion were a domestic corporation. 
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(1>) Additions to gross income. In the case of a foreign personal 
holding company (whether or not a United States group, as defined in 
section 331(a) (2), existed with respect to such company on the last day 
of its taxable year) which was a shareholder in another foreign personal 
holding company on the day in the taxable year (whether beginning before,, 
on, or after January 1, 1939) of the second company which was the last 
day on which a United States group existed with respect to the second 
company, there shall be included, as a dividend, in the gross income of the 
first company, for the taxable year in which or with which the taxable 
year of the second company ends, the amount the first company would 
have received as a dividend if on such last day there had been distributed 
by the second company, and received by the shareholders, an amount 
which bears the same ratio to the undistributed Supplement P net income 
of the second company for its taxable year as the portion of such taxable 
year up to and including such last day bears to the entire taxable year. 

(c) Application of subsection (b)» The rule provided in subsection 
(b) — 

(1) shall be applied in the case of a foreign personal holding company 
for the purpose of determining its undistributed Supplement P net in- 
come which, or a part of which, is to be included in the gross income 
of its shareholders, whether United States shareholders or other foreign 
personal holding companies; 

(2) shall be applied in the case of every foreign corporation with 
respect to which a United States group exists on some day of its taxable 
year, for the purpose of determining whether such corporation meets the 
gross income requirements of section 331(a) (1). 63 Stat. 94. 

§ S85. Undistributed Supplement P net income 

For the purposes of this chapter the term ^‘undistributed Supplement 
P net income" means the Supplement P net income (as defined in section 
336) minus the amount of the basic surtax credit provided in section 
27(b) (computed without its reduction, under section 27(h) (1), by the 
amount of the credit provided in section 26(a), relating to interest on 
certain obligations of the United States and Government corporations). 
53 Stat. 95. 

§ S36. Supplement P net income 

For the purposes of this chapter the term “Supplement P net Income'*^ 
means the net income with the following adjustments: 

(a) Additional deductions. There shall be allowed as deductions — 

(1) Federal income, war-profits, and excess-profits taxes paid or ac- 
crued during the taxable year to the extent not allowed as a deduction 
under section 23; hut not including the tax imposed by section 102, 
section 500, or a section of a prior income-tax law corresponding to either 
of such sections. 

(2) In lieu of the deduction allowed by section 23 (q), contributions or 
gifts payment of which is made within the taxable year to or for the use 
of donees described in section 23 (q) for the purposes therein specified, 
to an amount which does not exceed 15 per centum of the company's net 
income, computed without the benefit of this paragraph and section 23 (q), 
and without the deduction of the amount disallowed under subsection 
(b) of this section, and without the inclusion in gross income of the 
amounts includible therein as dividends by reason of the application of 
the provisions of section 334 (b) (relating to the inclusion in the gross in- 
come of a foreign personal holding company of its distributive share of 
the undistri,buted Supplement P net income of another foreign personal 
holciibg company in which it is a shareholder). For the purposes of the 
preceding sentence, payment of any contribution or gift shall be consid- 
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ered as made witMn the taxable year if and only if it is considered for 
the purposes of section 23 (q) as made within such year. 

(b) Deductions not allowed- 

(1) Taxes and pension trusts. The deductions proTided in section 23 
(d), relating to taxes of a shareholder paid by the corporation, and in 
section 23 (p) , relating to pension trusts, shall not be allowed. 

(2) Expenses and depreciation. The aggregate of the deductions 
allowed under section 23(a), relating to expenses, and section 23 (Z) relat- 
ing to depreciation, which are allocable to the operation and maintenance 
of property owned or operated by the company, shall be allowed only in 
an amount equal to the rent or other compensation received for the use 
or right to use the property, unless it is established (under regulations 
prescribed by the Commissioner with the approval of the Secretary) to the 
satisfaction of the Commissioner: 

(A) That the rent or other compensation received was the highest 
obtainable, or, if none was received, that none was obtainable; 

(B) That the property was held in the course of a business carried on 
bona fide for profit; and 

(C) Either that there was reasonable expectation that the operation of 
the property would result in a profit, or that the property was necessary 
to the conduct of the business. 

(3) Net loss carry-over disallowed. The deduction for net operating 
losses provided in section 23 (s) shall not be allowed. 

(c) 1941 capital loss carry-over denied. The net income shall be 
computed without regard to section 117(e) (2). 

(d) Income not placed on annual basis. The net Income shall be com- 
puted without regard to section 47(c). 53 Stat. 95, amended June 29, 

1939, 10 p. m., E. S. T., c. 247, Title II, §§ 211, 212(c), 53 Stat 869; 
Oct 21, 1942, 4:30 p. m., E. W. T., c. 619, Title I, §§ 135(b) (2), 150 
(h), 56 Stat 835, 845; Oct 25, 1949, c. 720, § 3(b), 63 Stat 892. 


Historical Note 


1949 Amendment. Snbsec. (a) (2) 

amended by Act Oct. 25, 1949, which add- 
ed last sentence to integrate provisions 
of section relating to charitable con- 
tributions with new provisions of subsec. 
(q) ot section 23 of I.R.C,1939. 

1942 Amendment. Subsec. (c) amend- 
ed and Bubsec. (d) added by Act Oct. 21, 
1942. 

19S9 Amendment. Subsec. (c) added 
by Act June 29, 1939. 

XifTecMve Date of 1949 Amendment. 
Section 3(c) of Act Oct. 25, 1949, provided 
that: 

“The amendments made by this sec- 
tion [to sections 23(q), 102(d) (1) (B), 336 
(a) (2), 505(a) (2)] shall be applicable 
with respect to taxable years beginning 
after December 31, 1942. If the election 
provided for in such amendments is made 
for any taxable year beginning before 
January 1, 1949 — 

**(1) the election for such year may be 
made (in lieu of at the time of the filing 
of the return for such year) at any time 
within one year after the date of the 
enactment of this Act [Oct. 25, 1949) ; 
but 

‘*(2) such «^ection shall not be allowed 
unless the taxpayer, In accordance with 
regulations prescribed by the Commis- 
sioner with the approval of the Secre- 

T. 26h XJ.S.C.A.— 29 


tary, consents in writing to the assess- 
ment (within such period as may be 
agreed upon) of any deficiency, to the 
extent resulting from such election, for 
any other taxable year of the taxpayer, 
even though on the date of the filing of 
such consent such assessment is other- 
wise prevented by the operation of any 
law or rule of law." 

KfTective Date of 1942 Amendment. 
Act Oct. 21, 1942, was made applicable 
to taxable years beginning after Dec. 
31, 1941, by section 101 thereof. 

Bfifective Date el 1939 AinftTi if Triu>n t. 
Section 229 of Act June 29, 1939 provided 
that the amendment of this section was 
made applicable only with respect to tax- 
able years beginning after Dec. 31, 1939. 

Treaty Obligailona. Section 109 of Act 
Oct. 21, 1942 provided as follows: “No 
amendment made by this title [sections 
101-172, 181-180 of 1942 Act] shall apply 
in any case where its application would 
be contrary to any treaty obligation of 
the United States." 

Teoct of Amendatory IBeveniie Acts. 
Complete original text of Eevenue Acts 
amending this seotiun, 1939 to date, see 
volumes “Title 26— Internal Revenue 
Acts". 
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§ SS7. Corporation income taxed to United States sliareliolders 

(a) General rule. The undistributed Supplement P net income of a 
foreign personal bolding company shall be included in the gross income 
of tbe citizens or residents of tbe United States, domestic corporations, 
domestic partnerships, and estates or trusts (other than estates or trusts 
the gross income of which under this chapter includes only income from 
sources within the United States), who are shareholders in such foreign 
personal holding company (hereinafter called “United States sharehold- 
ers”) in the manner and to the extent set forth in this Supplement. 

(b) Amount included in gross income. Each United States share- 
holder, who was a shareholder on the day in the taxable year of the com- 
pany which was the last day on which a United States group (as defined 
in section 331(a) (2)) existed with respect to the company, shall include 
in his gross income, as a dividend, for the taxable year in which or with 
which the taxable year of the company ends, the amount he would have 
received as a dividend if on such last day there had been distributed by 
the company, and received by the shareholders, an amount which bears 
the same ratio to the undistributed Supplement P net income of the com- 
pany for the taxable year as the portion of such taxable year up to and in- 
cluding such last day bears to the entire taxable year. 

(c) Credit for obligations of United States and its instrumentalities. 
Each United States shareholder shall be allowed a credit against net in- 
come, for the purpose of the tax imposed by sections 11, 13, 14, 201, 204, 
207, or 362, of his proportionate share of the interest specified in section 
25(a) (1) or (2) which is included in the gross income of the company 
otherwise than by the application of the provisions of section 334(b) (re- 
lating to the inclusion in the gross income of a foreign personal holding 
company of its distributive share of the undistributed Supplement P net 
income of another foreign personal holding company in which it is a 
shareholder). If the foreign personal holding company elects under 
section 125 to treat the premium on bonds, the interest on which is al- 
lowable as a credit under section 25(a) (1) or (2), as amortizable, for 
the purposes of the preceding sentence each United States shareholder's 
proportionate share of such interest received by the foreign personal 
holding company shall be his proportionate share of such interest (deter- 
mined without regard to this sentence) reduced by so much of the deduc- 
tion under section 23 (v) as is attributable to such share. 

(d) Information in return. Every United States shareholder who is re- 
quired under subsection (b) to include in his gross income any amount 
with respect to the undistributed Supplement P net income of a foreign 
personal holding company and who, on the last day on which a United 
States group existed with respect to the company, owned 5 per centum or 
more in value of the outstanding stock of such company, shall set forth in 
his return in complete detail the gross income, deductions and credits, net 
income, Supplement P net income, and undistributed Supplement P net in- 
come of such company. 

(e) Effect on capital account of foreign personal holding company. An 
amount which bears the same ratio to the undistributed Supplement P net 
Income of the foreign personal holding company for its taxable year as the 
portion of such taxable year up to and including the last day on which a 
United States group existed with respect to the company bears to the en- 
tire taxable year, shall, for the purpose of determining the effect of dis- 
tributions in subsequent taxable years by the corporation, be considered 
as paid-in surplus or as a contribution to capital and the accumulated 
earnings and profits as of the close of the taxable year shall be correspond- 
ingly reduced, if such amount or any portion thereof is required to be in- 
cluded as a dividend, directly or indirectly, in the gross income of United 
States shareholders. 
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(f) Basis of stock in hands of shareholders. The amount regnired to 
be included in the gross income of a United States shareholder under sub- 
section (b) shall, for the purpose of adjusting the basis of his stock with 
respect to which the distribution would hare been made (if it had been 
made), be treated as having been reinvested by the shareholder as a con- 
tribution to the capital of the corporation ; but only to the extent to which 
such amount is included in his gross income in his return, increased or de- 
creased by any adjustment of such amount in the last determination of 
the shareholder’s tax liability, made before the expiration of seven years 
after the date prescribed by law for filing the return. 

(g) Basis of stock in case of death. 

For basis of stock or securities in a foreign personal holding company acquired 
from a decedent, see section 113(a) (5). 

(h) liiquidation. 

For amount of gain taken into account on liquidation of foreign personal holding 
company, see section 115(c). 

(i) Period of limitation on assessment and collection. 

For period of limitation on assessment and collection without assessment, in case 
of failure to include in gross income the amount properly includible therein under 
subsection (b), see section 275(d). 

53 Stat. 96, amended Oct. 21, 1942, 4:30 p. m., E. W. T., c, 619, Title I, 
§ 126(g), 56 Stat. 825. 


Historical Note 


1942 Amendment. Sub sec. (c) amended 
by Act Oct. 21, 1942, which inserted new 
sentence at end thereof. 

Effective Date of 1942 Amendment. 
Act Oct. 21, 1942, was applicable to tax- 
able years beginning after Dec. 31, 1941, 
by section 101 thereof. 

Treaty Obligations. Section 109 of Act 
Oct. 21, 1942 provided as follows: “No 
amendment made by this title [sections 


101-172, 181-186 of 1942 Act] shall apply 
in any case where its application would 
be contrary to any treaty obligation of 
the United States.” 

Text of Amendatory Kevenne Acta. 
Complete original text of Revenue Acts 
amending this section, 1939 to date, see 
volumes “Title 26— Internal Revenue 
Acts”. 


§ 838. Information returns by officers and directors 

(a) Monthly returns. On the fifteenth day of each month each Individ- 
ual who on such day is an officer or a director of a foreign corporation 
which, with respect to its taxable year preceding the taxable year (whether 
beginning on, before, or after January 1, 1939) in which such month oc- 
curs, was a foreign personal holding company, shall file with the Commis- 
sioner a return setting forth with respect to the preceding calendar month 
the name and address of each shareholder, the class and number of shares 
held by each, together with any changes in stockholdings during such pe- 
riod, the name and address of any holder of securities convertible Into 
stock of such corporation, and such other information with respect to the 
stock and securities of the corporation as the Commissioner with the ap- 
proval of the Secretary shall by regulations prescribe as necessary for car- 
rying out the provisions of this title. The Commissioner, with the ap- 
proval of the Secretary, may by regulations prescribe, as the period with 
respect to which returns shall be filed, a longer period than a month. In 
such case the return shall be due on the fifteenth day of the succeeding 
period, and shall be filed by the individuals who on such day are officers 
and directors of the corporation. 

(b) Annual returns. On the sixtieth day after the close of the taxable 
year of a foreign personal holding company each individual who on such 
sixtieth day is an officer or director of the corporation shall file with the 
Commissioner a return setting forth — 

(1) In complete detail the gross income, deductions and credits, net 
income. Supplement P net income, and undistributed Supplement P net 
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income of sucli foreign personal holding company for such taxable year: 

and 

(2> Tlie same information witli respect to sucli taxable year as is re- 
quired in subsection (a) ; except that if all the required returns with re- 
spect to such year have been filed under subsection (a) no information 
under this paragraph need be set forth in the return filed under this sub- 
section. 53 Stat. 97. 

§ 339. Information returns by shareholders 

(a) Monthly returns. On the fifteenth day of each month each United 
States shareholder, by or for whom 50 per centum or more in value of the 
outstanding stock of a foreign corporation is owned directly or indirectly 
(including in the case of an individual, stock owned by the members of 
his family as defined in section 333(a) (2)). if such foreign corporation 
with respect to its taxable year preceding the taxable year (whether be- 
ginning on, before, or after January 1, 1939) in which such month occurs 
was a foreign personal holding company, shall file with the Commissioner 
a return setting forth with respect to the preceding calendar month the 
name and address of each shareholder, the class and number of shares 
held by each, together with any changes in stockholdings during such pe- 
riod, the name and address of any holder of securities convertible into 
stock of such corporation, and such other information with respect to the 
stock and securities of the corporation as the Commissioner with the ap- 
proval of the Secretary shall by regulations prescribe as necessary for 
carrying out the provisions of this title. The Commissioner, with the ap- 
proval of the Secretary, may by regulations prescribe, as the period with 
respect to which returns shall be filed, a longer period than a month. In 
such case the return shall be due on the fifteenth day of the succeeding pe- 
riod, and shall he filed by the persons who on such day are United States 
shareholders. 

(b) AT^Tiiiai returns. On the sixtieth day after the close of the taxable 
year of a foreign personal holding company each United States shareholder 
by or for whom on such sixtieth day 50 per centum or more in value of 
the outstanding stock of such company is owned directly or indirectly (in- 
cluding in the case of an Individual, stock owned by members of his fam- 
ily as defined in section 333(a) (2)), shall file with the Commissioner a 
return setting forth the same information with respect to such taxable 
year as is required in subsection (a); except that if all the required re- 
turns with respect to such year have been filed under subsection (a) no re- 
turn shall be required under this subsection. 53 Stat- 98. 

§ 340. Penalties 

Any person required under section 338 or 339 to file a return, or to sup- 
ply any information, who willfully fails to file such return, or supply such 
information, at the time or times required by law or regulations, shall, in 
lieu of the penalties provided in section 145(a) for such offense, be guilty 
of a misdemeanor and, upon conviction thereof, be fined not more than $2,- 
000, or imprisoned for not more than one year, or both. 63 Stat. 98., 


SUPPLEMENT Q.— REGULATED INVESTMENT COMPANIES 

Historical Note 

Title of supplement amended by Act Stat. 878, which substituted ''Regulated'' 
Oct. 21, 1942, c. 619, Title I. § 170(a). 66 for “Mutual". 

§ 301. I>efiiiitioni 

(a) In general. For the purposes of this chapt^, the term ‘•regulated 
investment company'* means any domestic corporation (whether chartered 
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©r created as an investment trust, or otiierwlse), otlier tlian a personal 
holding company as defined in section 501, which at all times during the 
taxable year is registered under the Investment Company Act of 1040 (54 
Stat. 789, 15 U.S.G., 1940 ed. secs. 80 a-1 to 80 b-2), or that Act, as 
amended, either as a management company or as a unit investment trust, 
or which is a common trust fund or similar fund excluded by section 3(c) 
(3) of such Act from the definition of '‘investment company” and is not in- 
cluded in the definition of "common trust fund” by section 169. 

(b) Xiimitationa. Despite the provisions of subsection (a), a corpora- 
tion shall not be considered a regulated investment company for any tax- 
able year unless — 

(1) At least 90 per centum of its gross income is derived from divi- 
dends, interest, and gains from the sale or other disposition of stock or 
securities; and 

(2) Less than 30 per centum of its gross income is derived from the 
sale or other disposition of stock or securities held for less than three 
months; and 

(3) At the close of each quarter of the taxable year (A) at least 50 
per centum of the value of its total assets is represented by cash and 
cash items (including receivables). Government securities, securities of 
other regulated investment companies, and other securities for the pur- 
poses of this calculation limited in respect of any one issuer to an amount 
not greater in value than 5 per centum of the value of the total assets of 
the taxpayer and, except and to the extent provided in subsection (c), to 
not more than 10 per centum of the outstanding voting securities of such 
issuer, and (B) not more than 25 per centum of the vadue of Its total as- 
sets is invested in the securities (other than Government securities or 
the securities of other regulated investment companies) of any one issuer, 
or of two or more issuers which the taxpayer controls and which are 
determined, under regulations prescribed by the Commissioner with the 
approval of the Secretary, to be engaged in the same or similar trades or 
businesses or related trades or businesses. For the purposes of clause 
(B), in ascertaining the value of the taxpayer's investment in the secu- 
rities of an issuer, there shall be included its proper proportion of the 
Investment of any other corporation, a member of a controlled group. In 
the securities of such issuer, as determined under regulations prescribed 
by the Commissioner and approved by the Secretary. The term “controls”, 
as used in this paragraph, means the ownership in a corporation of 20 per 
centum or more of the total combined voting power of all classes of stock 
entitled to vote. The term “controlled group”, as used in this paragraph, 
means one or more chains of corporations connected through stock own- 
ership with the taxpayer if (1) 20 per centum or more of the total com- 
bined voting power of all classes of stock entitled to vote of each of the 
corporations (except the taxpayer) is owned directly by one or more of 
the other corporations, and (ii) the taxpayer owns directly 20 per centum 
or more of the total combined voting power of all classes of stock entitled 
to vote, of at least one of the other corporations. The term “value*' as 
used in this paragraph means, with respect to securities (other than those 
©f majority-owned subsidiaries) for which market quotations are readily 
available, the market value of such securities; and with respect to other 
securities and assets, fair value as determined in good faith by the board 
of directors, except that in the case of securities of majority-owned sub- 
sidiaries which are investment companies sUch fair value shall not ex- 
ceed market value or asset value, whichever Is higher. AH other terms 
us^ in the preceding provii^ons of this paragraph shall have the f^me 
meaning as when used in the Investment Company Act of 1940, or that 
Act as ammded. A corporation which meets the foregoing requirements 
of this paragraph at the close of any quarter shall not lose Its st^i^tos as a 
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regulated investment company because of a discrepancy during a subse- 
quent quarter between the value of its various investments and such re- 
quirements unless such discrepancy exists immediately after the ac- 
quisition of any security or other property and is wholly or partly the 
result of such acquisition. A corporation which does not meet such re- 
quirements at the close of any quarter by reason of a discrepancy existing 
immediately after the acquisition of any security or other property which 
is wholly or partly the result of such acquisition during such quarter 
shall not lose its status for such quarter as a regulated investment com- 
pany if such discrepancy is eliminated within thirty days after the close 
of such quarter and in such cases it shall be considered to have met such 
requirements at the close of such quarter for the purposes of applying the 
preceding sentence. A corporation which meets such requirements at 
the close of its first full quarter after the date of the enactment of the 
Revenue Act of 1942, or eliminates any discrepancy between the value of 
its investments and such requirements existing at the close of such quarter 
within thirty days thereafter, shall be deemed to have met such require- 
ments at all previous times; and 

(4) It files with its return for the taxable year an election to be a reg- 
ulated investment company or has made such election for a previous taxa- 
ble year which began after December 31, 1941. 

(c) Certain investment companies. If the Securities and Exchange 
Commission determines in accordance with regulations issued by it, and 
certifies to the Secretary not more than 60 days prior to the close of the 
taxable year of a registered management investment company, that such 
investment company is principally engaged in the furnishing of capital 
to other corporations which are principally engaged in the development 
or exploitation of inventions, technological improvements, new processes, 
or products not previously generally available, such investment company 
may, in the computation of 50 per centum of the value of its assets under 
subparagraph (A) of subsection (b) (3) for any quarter of such taxable 
year, include the value of any securities of an issuer, notwithstanding the 
fact that such investment company holds more than 10 per centum of the 
outstanding voting securities of such issuer, but only if the investment 
company has not continuously held any security of such issuer (or of any 
predecessor company of such issuer as determined under regulations pre- 
scribed by the Secretary) for 10 or more years preceding such quarter 
of such taxable year. The provisions of this subsection shall not apply 
at the close of any quarter of a taxable year to an investment company if 
at the close of such quarter more than 25 per centum of the value of its 
total assets is represented by securities of issuers with respect to each of 
which the investment company holds more than 10 per centum of the 
outstanding voting securities of such issuer and in respect of each of which 
or any predecessor thereof the investment company has continuously held 
any security for 10 or more years preceding such quarter unless the value 
of its total assets so represented is reduced to 25 per centum or less within 
30 days after the close of such quarter. The terms used in this subsec- 
tion shall have the same meaning as in subsection (b) (3) of this section. 
For the purposes of this subsection, unless the Securities and Exchange 
Commission determines otherwise, a corporation shall be considered to be 
principally engaged in the development or exploitation of Inventions, 
technological improvements, new processes, or products not previously 
generally available, for at least 10 years after the date of the first ac- 
quisition of any security in such corporation or any predecessor thereof 
by such Investment company if at the date of such acquisition the corpo- 
ration or its predecessor was principally so engaged, and an investment 
company shall be considered at any date to be furnishing capital to any 
company whose securities it holds If within 10 years prior to such date 
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it lias acquired any of sucli securities, or any securities surrendered in 
excliange therefor, from such other company or predecessor thereof. For 
the purposes of the certification hereunder, the Securities and Exchange 
Commission shall have authority to issue such rules, regulations and or- 
ders, and to conduct such investigations and hearings, either public or 
private, as it may deem appropriate. 53 Stat. 9 8, amended Oct, 21, 1942, 
4:30 p. m., E. W. T., c. 619, Title I, § 170(a), 56 Stat. 878; Oct. 20, 1951, 
2:07 p. m,. K S. T., c. 521, Title III, § 337(a), (b), 65 Stat. 509. 


Historical Note 


Beferences in Text. Investment Com- 
pany Act of 1940, referred to in subsecs, 
(a) and (b) (3), is classified to section 
■^a-l to 80a“52 of Title 15, Commerce and 
Trade, and sections 72(a) and 107(f) of 
Title 11, Bankruptcy. 

Section 3(c) (3) of such Act, referred 
to in Kubsec (a), constitutes section SOa- 
3Cc) (3) of Title 15, Commerce and Trade. 

Date of enactment of Revenue Act of 
1942, referred to in subsec (b) (3), was 
Oct 21, 1942, 4:30 p. m., E.W T. 

1951 Amendment. Subsec (b) (3) (A) 
amended by Act Oct. 20, 1951, § 337 (b), 
to insert “except and to the extent pro- 
vided for in subsection (c)*' following 
“assets of the taxpayer out”. 

Subsec. (c) added by Act Oct. 20, 1951, 
t 337(a) 

1942 Amendment. Act Oct. 21, 1942, 

amended this section in its entirety, mak- 
ing it applicable to regulated investment 
companies instead of mutual investment 
companies. 

Effective Date of 1961 Amendment. 
Amendment of sub.sec. (b) (3) (A) and 
addition of subsec. (c) made applicable 
•only with respect to taxable years be- 
ginning after Dec. 31, 1950, by section 
337(c) of Act Oct. 20, 1951. 


Effective Date of 1942 Amendment. 
Section 101 of Act Oct 21, 1942, made 
amendment of section applicable to tax- 
able years beginning after Dec. 31, 1941. 

Retroactive Provisions. Earnings and 
profits of a mutual investment company 
between Dec. 31, 1935, and Jan. 1, 1942, 
see note under section 362 of I.R.C. 
1939. 

Treaty Obligations. Section 615 of Act 
Oct. 20, 1951, provided that: “No 

amendment made by this Act [Act Oct 
20, 1951] shall apply in any case where 
its application would be contrary to any 
treaty obligation of the United States “ 

Similar provisions were contained in 
the following Act: 

1942— Oct. 21, 1942, 4:30 p. m., E W.T., 
C. 619, Title I, S 109, 56 Stat 808. 

Text of Amendatory Revenue Acts. 
Complete original text of Revenue Acts 
amending this section, 1939 to date, see 
Volumes “Title 26 — ^Internal Revenue 
Acts”. 

ILregislative History: For legislative 

history and purpose of Act Oct. 20, 1951, 
see 1951 U.S.Code Cong Service, p. 1781 


§ S63. Tax on regulated investment companies 

(a) Earnings and profits. The earnings and profits of a regulated in- 
vestment company for any taxable year beginning after December 31, 1941 
(but not its accumulated earnings and profits) shall not be reduced by any 
amount which is not allowable as a deduction in computing its net income 
tor such taxable year. 

(b) Method of taxation of companies and shareholders. In the case of 
a regulated investment company which distributes during the taxable year 
to its shareholders as taxable dividends other than capital gain dividends 
an amount not less than 90 per centum of its net income for the taxable 
year computed without regard to net long-term and net short-term capital 
^ains, and complies for such year with all rules and regulations prescribed 
by the Commissioner, with the approval of the Secretary, for the purpose 
•of ascertaining the actual ownership of its outstanding stock: 

(1) Its Supplement Q net income shall be its adjusted net income (com- 
.puted by excluding the excess, if any, of the net long-term capital gain 
over the net short-term capital loss, and without the net operating loss 
deduction provided in section 23 (s)) minus the basic surtax credit (ex- 
oluding capital gain dividends) computed under section 27(b) vdthout the 
.application of paragraphs (2) and (3), For the pfirposes of this para- 
«graph, the net income shall be computed without regard to section 47 (c). 
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(2) Its Supplement Q surtax net Income shall be its net income (com- 
puted by excluding: the excess, if any, of the net long-term capital gain 
over the net short-term capital loss, and without the net operating loss 
deduction provided in section 23 (s)) minus the dividends (other than 
capital gain dividends) paid during the taxable year increased by the con- 
sent dividends credit provided by section 28. For the purposes of this 
paragraph and paragraph (5) the amount of dividends paid shall be com- 
puted in the same manner as provided in subsections (d), (e), (f), (g), 
(h), and (i) of section 27 for the purpose of the basic surtax credit pro- 
vided in section 27. For the purposes of this paragraph the net income 
shall be computed without regard to section 47(c). 

(3) In the case of taxable years beginning after December 31, 1950, 
and before April 1, 1951, and ending after March 31, 1951, there shall be 
levied, collected, and paid for each taxable year upon its Supplement Q 
net income a tax equal to 28% per centum of the amount thereof. In 
the case of taxable years beginning after March 31, 1951, and before 
April 1, 1954, there shall be levied, collected, and paid for each taxable 
year upon its Supplement Q net Income a tax equal to 3 0 per centum of the 
amount thereof. In the case of taxable years beginning after March 31, 
1954, there shall be levied, collected, and paid for each taxable year upon 
its Supplement Q net income a tax equal to 25 per centum of the amount 
thereof. 

(4) In the case of taxable years beginning after December 31, 1950, 
there shall be levied, collected, and paid for each taxable year upon its 
Supplement Q surtax net income a tax equal to 22 per centum of the 
amount thereof in excess of $25,000. 

(5) There shall be levied, collected, and paid for each taxable year a 
tax of 25 per centum of the excess, if any, of the net long-term capital 
gain over the sum of the net short-term capital loss and the amount or 
capital gain dividends paid during the year. 

(6) A capital gain dividend shall be treated by the shareholders as 
gains from the sale or exchange of capital assets held for more than 6^ 
months. 

(7) A capital gain dividend means any dividend or part thereof which» 
is designated by the company as a capital gain dividend in a written notice 
mailed to its shareholders at any time prior to the expiration of thirty 
days after close of its taxable year. If the aggregate amount so designated' 
with respect to a taxable year of the company is greater than the excess 
of the net long-term capital gain over the net short-term capital loss of* 
the taxable year, the portion of each distribution which shall be a capital 
gain dividend shall be only that proportion of the amount so designated 
which such excess of the net long-term capital gain over the net short- 
term capital loss bears to the aggregate amount so designated. 

(8) For the purposes of this subsection, any dividend or portion there- 
of declared by a company after the close of the taxable year and prior- 
to the time prescribed by law for the filing of its return for the taxable 
year (including the period of any extension of time granted for filing such, 
return) shall, to the extent the company so elects in such return, be^ 
treated as having been paid during such taxable year, but only if dis- 
tribution of such dividend is actually made to shareholders in the 12- 
month period following the close of such taxable year and not later than 
the date of the first regular dividend payment made after such declara- 
tion. 53 Stat. 99, amended June 29, 1939, 10 p. m., E. S. T., c. 247,, 
Title II, §§ 209, 211(h), 53 Stat. 866, 869; June 25, 1940, 11:45 a. m.,. 
E. S. T., c. 419, Title I, § 3(d), 54 Stat. 618; Oct. 8, 1940, 11 p. m., E. S. 
T., c. 757, Title I, § 101(c), 54 Stat. 974; Sept. 20, 1941, 12:15 p. m.^ 
E. S. T., c. 412, Title I, § 103(e), 55 Stat. 693; Oct. 21, 1942, 4:30 p. m.,, 
E. W. T., c. 619, Title I, § 170(a), 56 Stat. 878; Nov. 8, 1945, 5:17 p. m.,. 
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E S. T., c. 453, Title I, § 121(c), 59 Stat. 568; Sept. 23, 1950, 3:15 p. m., 
E. D. T., c. 994, Title I, Pt. II, § 121(e) (1), (2), Title II, § 222, 64 Stat. 
918, 947; Jan, 3, 1951, 10:13 a. m., c. 1199, Title II, § 201(c), 64 Stat. 
1216; Oct. 20, 1951, 2:07 p. m., E. S. T., c. 521, Title I, § 121(d), 65 Stat. 
468. 


Historical Hote 


1951 Amendineiit. Snbsec. (b) (3), 

amended by Act Oct. 20, 1951, | 121(d), to 
increase the surtax rates. 

Subsec. <b) (4) amended by Acts Oct. 
20, 1951, § 121(d) and Jan. 3, 1951, § 
201(c). Act Oct. 20, 1951, increased the 
surtax rates. Act Jan. 3, 1951 increased 
the surtax rate from 20 to 22 per centum. 

1950 Ameadmeat. Sub sec. (b) (3) 

amended by Act Sept. 23, 1950, § 121(e) 
<1), to reflect the new normal tax rates. 

Subsec. (b) (4) amended by Act Sept. 
23, 1950, § 121 (e) (2), to reflect the new 
surtax rates. 

Subsec. (b) (8) added by Act Sept. 23, 
1950, § 222. 

1945 Amendment. Subsec. (b) (4) 

amended by Act Nov, 8, 1945, which 
struck out “16 per centum’^ and inserted 
In lieu thereof “14 per centum”. 

194:2 Amendment. Act Oct. 21, 1942, 
amended section in its entirety making it 
applicable to regulated investment com- 
panies instead of mutual investment 
companies. 

1941 Amendment. Subsec. (b) amended 
by Act Sept. 20, 1941, which increased 
the tax from “22^0 Per centnm” to “34 
per centum.” 

1940 Amendments. Subsec. (b) amended 
by Acts Oct. 8, 1940, aud June 25, 1940, 
which increased tax from “18 per centum” 
■to “ 22^0 per centum.” 

1939 Amendment. Subsec. (a) amended 
by Act June 29, 1939, § 211(h). 

Subsec. (b) amended by Act June 29, 
1939, § 209. 

!E£fective Bate of 1951 Amendments. 
Amendment as applicable to taxable 
years beginning after Bee. 31, 1950 and 
ending after Mar. 31, 1951, see note set 
out under section 13 of I.R.C. 1939. 

Amendment of subsec. (b) (4) as ap- 
plicable with respect to taxable years 
beginning on or after July 1, 1950, see 
note set out under section 15 of I.R.C. 
1939. 

Effective Bate of 1950 Amendments. 
■Section 121 Ce) <3) of Act Sept. 23, 1950, 
provided that the amendment of sub- 
secs. (b) (3) and (4) by said Act Sept. 
23, 1950, fihonld be applicable only with 
respect to taxable years beginning after 
Bee. 31, 1949. 

Section 222 of Act Sept. 23, 1950, pro- 
vided in part that the amendment of 
aubsec. (b) should be efflective -with re- 
spect to taxable years ending after Sept. 
23, 1950. 


JEOTective Bate of 1945 Amendmefflit. Act 
Nov. 8, 1945, was made applicable with 
respect to taxable years beginning after 
Dec. 31, 1945, by section 121(d) thereof. 
For treatment of taxable years beginning 
in 1945 and ending in 1946, see sections 
108 and 710 of I.R.C.1939. 

Effective Bate of 1943 Amendment, Act 
Oct. 21, 1942, was made applicable to tax- 
able years beginning after Dec. 31, 1941, 
by section 101 thereof. 

Effective Bate of 1941 Amendment, Act 
Sept. 20, 1941, was made applicable only 
with respect to taxable years beginning 
after Dec. 31, 1940, by section 118 thereof. 

Effective Bate of 1940 Amendments. 
Section 101(e) of Act Oct. 8, 1940 pro- 
vided that the amendment of this section 
was made applicable only with respect 
to taxable years beginning after Dec. 31. 
1939. 

Act June 25, 1940, provided as follows : 
“The amendments made by this title 
[sections 1-9 of 1940 Act], except the 
amendments made by section 5 (sections 
143, 144 of Internal Revenue Code), shall 
be applicable only with respect to tax- 
able years beginning after December 31, 
1939,” by section 9 of said Act. 

EjBTective Bate of 1939 Amendment. 
Section 229 of Act June 29, 1939 provid- 
ed that the amendment of subsec. (b) 
was made applicable only with respect 
to taxable years beginning after Dec. 
31, 1939. 

Betroactive Provisions Relating to 
Earnings and Profits. Section 170(c) of 
Act Oct. 21, 1942 provided as follows: 

“(c) For any taxable year beginning 
after December 31, 1935, and before Jan- 
uary 1, 1942, of a corporation which filed 
an income tax return as a mutual Invest- 
ment company, the earnings and profits 
of such corporation for such taxable 
year (but not its accumulated earnings 
and profits) shall not be reduced by any 
amount which Is not allowable as a de- 
duction In computing its net income for 
such taxable year; except that this sub- 
section shall not result in earnings and 
profits of the taxable years in excess of 
the aggregate of the distributions made 
by the corporation to Its shareholders 
during the taxable year exclusive of the 
amounts, If any, which the corporation 
advised its shareholders to be nontaxable 
for Federal income tax purposes.” 

Treaty Obligations. Section 615 of Act 
Oct 20, 1951, provided that: “No amend- 
ment made by tMa Act [Act Oct. 20, 19511 
shall apply ha any case where Its appR- 
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cation would bo contrary to any treaty 
obligation of the United States/’ 

Similar provisions were contained in 
the following Acts: 

1950— Sept. 23, 1950, 3 :15 p. m., E D.T., 
c. 904, Title II, § 214, 61 Stat. 937. 
1942— Oct. 21, 1942, 4:30 p. m., E.W.T., 
c. 619, Title I, § 109, 56 Stat. 808. 
1941— Sept. 20, 1941, 12:15 p. m., E. S. 

T., c. 412, Title I, § lOS, 55 Stat. 695. 
1940— June 25, 1940, 11:45 a. m., B.S.T.. 
c. 419, Title I, § 8, 54 Stat. 520 


Text of Amendatory Revensie Acts. 
Complete original text of Kevenue Acts 
amending this section, 1939 to date, see 
volnmes “Title 26 — Internal Revenue 
Acts”. 

legislative History and Congressional 
Comment: For legislative history and 
purpose of Act Jan. 3, 1951, see 1950 U.S. 
Code Cong Service, p. 4027. See, also. Act 
Nov. 8, 1945, 1945 U.S.Code Cong.Service, 
p. 814. 


§ sea. Omitted. Oct. 21, 1942, 4:30 p. m., E. W. T., c. 619, Titles 
I, § 170(a), 66 Stat. 878. 


Historical Note 


Codification. Section, relating to sur- 
tax on mutual investment companies, 
was added to Supplement Q of this chap- 
ter by Act Sept. 20, 1941, 12:15 p. m., 
B.S.T.. c. 412, Title I, § 104(b), 55 Stat. 
693. It was omitted from Supplement Q 
by the amendment thereof in its entirety 
by Act Oct. 21. 1942, 4.30 p. m, EW.T., 
ch. 619, Title I, § 170(a), 56 Stat. 87& 

Effective Bate. The omission of this 
section by Act Oct, 21, 1942, was made 


applicable to taxable years beginning 
after Dec. 31, 1941, by section 101 there- 
of. 

Treaty Obligations. Section 109 of Act 
Oct. 21, 1942 provided as follows: “No 
amendment made by this title [sections 
101-172, 181-186 of 1942 Act] shall apply 
in any case where its application would 
be contrary to any treaty obligation of 
the United States.” 


SUPPLEMENT R.— EXCHANGES AND DISTRIBUTIONS IN OBEDIENCE TO- 
ORDERS OF SECURITIES AND EXCHANGE COMMISSION 

§ 371. Nonrecognition of gain or loss 

(a) Exchanges of stock or securities only. No gain or loss shall be rec-- 
ognized to the transferor if stock or securities in a corporation which is a 
registered holding company or a majority-owned subsidiary company are 
transferred to such corporation or to an associate company thereof which 
is a registered holding company or a majority-owned subsidiary company 
solely in exchange for stock or securities (other than stock or securities, 
which are nonexempt property), and the exchange is made by the trans- 
feree corporation in obedience to an order of the Securities and Exchange 
Commission. 

(b) Exchanges and sales of property by corporations. No gain shall be 
recognized to a transferor corporation which is a registered holding com- 
pany or an associate company of a registered holding company, if such 
corporation, in obedience to an order of the Securities and Exchange Com- 
mission transfers property in exchange for property, and such order re- 
cites that such exchange by the transferor corporation is necessary or 
appropriate to the integration or simplification of the holding company 
system of which the transferor corporation is a member. If any such prop- 
erty so received is nonexempt property, gain shall be recognized unless 
such nonexempt property or an amount equal to the fair market value ot 
such property at the time of the transfer is, within 24 months of the trans- 
fer, under regulations prescribed by the Commissioner with the approval 
of the Secretary, and in accordance with an order of the Securities and? 
Exchange Commission, expended for property other than nonexempt prop- 
erty or is invested as a contribution to the capital, or as paid-in surplus,, 
of another corporation, and such order recites that such expenditure or in- 
vestment by the transferor corporation is necessary or appropriate to the 
integration or simplification of the holding company system of which the 
transferor corporation is a member. If the fair market value of such non- 
exempt property at the time of the transfer exceeds the amount expended 
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and the amount invested, as required in the second sentence of this para- 
graph, the gain, if any, to the extent of such excess, shall be recognized. 
Any gain, to the extent that it cannot be applied in reduction of basis un- 
der section 372(a) (2) shall be recognized. For the purposes of this sub- 
section, a distribution in cancellation or redemption (except a distribution 
having the effect of a dividend) of the whole or a part of the transferor’s 
own stock (not acquired on the transfer) and a payment in complete or 
partial retirement or cancellation of securities representing indebtedness 
of the transferor or a complete or partial retirement or cancellation of 
such securities which is a part of the consideration for the transfer, shall 
be considered an expenditure for property other than nonexempt property, 
and if, on the transfer, a liability of the transferor is assumed, or property 
of the transferor is transferred subject to a liability, the amount of such 
liability shall be considered to be an expenditure by the transferor for 
property other than nonexempt property. This subsection shall not apply 
unless the transferor corporation consents, at such time and in such man- 
ner as the Commissioner, with the approval of the Secretary, may by reg- 
ulations prescribe, to the regulations prescribed under section 372(a) (2) 
in effect at the time of filing its return for the taxable year in which the 
transfer occurs. 

(c) Distribution of stock or securities only. If there is distributed, in 
obedience to an order of the Securities and Exchange Commission, to a 
shareholder in a corporation which is a registered holding company or a 
majority-owned subsidiary company, stock or securities (other than stock 
or securities which are nonexempt property), without the surrender by 
such shareholder of stock or securities in such corporation, no gain to the 
•distributee from the receipt of the stock or securities so distributed shall 
be recognized. 

(d) Transfers within system group. (1) No gain or loss shall be rec- 
ognized to a corporation which is a member of a system group (A) if 
such corporation transfers property to another corporation which is a 
member of the same system group in exchange for other property, and the 
exchange by each corporation is made in obedience to an order of the Se- 
curities and Exchange Commission, or (B) if there is distributed to such 
corporation as a shareholder in a corporation which is a member of the 
same system group, property, without the surrender by such shareholder 
of stock or securities in the corporation making the distribution, and the 
distribution is made and received in obedience to an order of the Securi- 
ties and Exchange Commission, If an exchange by or a distribution to a 
corporation with respect to which no gain or loss is recognized under 
any of the provisions of this paragraph may also be considered to be 
within the provisions of subsection (a), (b), or (c), then the provisions 
of this paragraph only shall apply. 

(2) If the property received upon an exchange which is within any of 
the provisions of paragraph (1) of this subsection consists in whole or in 
part of stock or securities issued by the corporation from which such 
property was received, and if in obedience to an order of the Securities 
and Exchange Commission such stock or securities (other than stock 
which is not preferred as to both dividends and assets) are sold and the 
proceeds derived therefrom are applied in whole or in part in the retire- 
ment or cancellation of stock or of securities of the recipient corporation 
outstanding at the time of such exchange, no gain or loss shall be recog- 
nized to the recipient corporation upon the sale of the stock or securities 
with respect to which such order was made; except that If any part of 
the proceeds derived from the sale of such stock or securities is not so 
applied, or if the amount of such proceeds is in excess of the fair market 
value of such stock or securities at the time of such exchange, the gain, if 
any, shall be recognized, but in an amount not in excess of the proceeds 
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whicli are not so applied, or in an amount not more tlian the amount by 
which the proceeds derived from such sale exceed such fair market value, 
whichever is the greater, 

(e) Exchanges not solely in kind. (1) If an exchange (not within any 
of the provisions of subsection (d) would be within the provisions of sub- 
section (a) if it were not for the fact that property received in exchange 
consists not only of property permitted by such subsection to be received 
without the recognition of gain or loss, but also of other property or mon- 
ey, then the gain, if any, to the recipient shall be recognized, but in an 
amount not in excess of the sum of such money and the fair market value 
of such other property, and the loss, if any, to the recipient shall not be 
recognized. 

(2) If an exchange is within the provisions of paragraph (1) of this 
subsection and if it includes a distribution which has the effect of the dis- 
tribution of a taxable dividend, then there shall be taxed as a dividend to 
each distributee such an amount of the gain recognized under such para- 
graph (1) as is not in excess of his ratable share of the undistributed 
earnings and profits of the corporation accumulated after February 28, 
1913. The remainder, if any, of the gain recognized under such para- 
graph (1) shall be taxed as a gain from the exchange of property. 

(f) Application of section. The provisions of this section shall not ap- 
ply to an exchange, expenditure, investment, distribution, or sale unless 
(1) the order of the Securities and Exchange Commission in obedience to 
which such exchange, expenditure, investment, distribution, or sale was 
made recites that such exchange, expenditure, investment, distribution, 
or sale is necessary or appropriate to effectuate the provisions of section 
11(b) of the Public Utility Holding Company Act of 1935, 49 Stat. 820 
(U.S.C., title 15, sec. 79k (b)), (2) such order specifies and itemizes the 
stock and securities and other property which are ordered to be acquired, 
transferred, received, or sold upon such exchange, acquisition, expendi- 
ture, distribution, or sale, and, in the case of an investment, the invest- 
ment to be made, and (3) such exchange, acquisition, expenditure, invest- 
ment, distribution or sale was made in obedience to such order, and was 
completed within the time prescribed therefor. 

(g) Non-application of other provisions. If an exchange or distribution 
made in obedience to an order of the Securities and Exchange Commis- 
sion is within any of the provisions of this section and may also be con- 
sidered to be within any of the provisions of section 112 (other than the 
provisions of paragraph (8) of subsection (b)), then the provisions of 
this section only shall apply. 53 Stat. 99, amended Oct. 21, 1942, 4:30 p. 
m., E. W. T., c. 619, Title I. § 171(a, b, g), 66 Stat. 881, 882, 883. 


Historical Note 


194Z Aiaeii.dmeiit. Subsecs, (b), (e) and 
(f) amended by Act Oct, 21, 1942. 

Effective Date ef Ameadment. 

Section 101 of Act Oct. 21, 1942, made 
amendment of section applicable to tax- 
able years beginning after Dec. 31, 1941, 

Transfer of Ennctions. All executive 
and administrative functions of the Se- 
curities and Exchange Commission were, 
with certain exceptions, transferred to 
the Chairman of such Commission, with 
authority vested in him to authorize 
their performance by any officer, em- 
ployee, or administrative unit under his 
jurisdiction, by 1950 Reorg.Plan No. 10, 
15 1, 2, eff. May 24, 1950, 15 F.B. 3175, 


64 Stat. 1265, set out In note under sec- 
tion 78d of Title 15, Commerce and 
Trade. 

Treaty Obligaidons. Section 109 of Act 
Oct. 21, 1942 provided as follows: “No 
amendment made by this title [sections 
101-172, 181-186 of 1942 Act] shall apply 
in any case where its application would 
be contrary to any treaty obligation of 
the United States.^* 

Text of Axaendatory Kevenue Acts. 
Complete original text of Revenue Acts 
amending this section, 1939 to date, see 
volumes **Title 26 — ^Internal Revenue 
Acts”. 
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§ S7S. Basis for determiiimg gain or loss 

(a) Exchanges generally 

(1) Exchanges subject to the provisions of section 371(a). If the 
property was acquired upon an exchange subject to the provisions of 
section 371(a) or (e) the basis shall be the same as in the case of the 
property exchanged, decreased in the amount of any money received by 
the taxpayer and increased in the amount of gain or decreased in the 
amount of loss to the taxpayer that was recognized upon such exchange 
under the law applicable to the year in which the exchange was made. 
If the property so acquired consisted in part of the type of property per- 
mitted by section 371(a) to be received without the recognition of gain 
or loss, and in part of nonexempt property, the basis provided in this 
subsection shall be allocated between the properties (other than money) 
received, and for the purpose of the allocation there shall be assigned to 
such nonexempt property (other than money) an amount equivalent to its 
fair market value at the date of the exchange. This subsection shall not 
apply to property acquired by a corporation by the issuance of its stock 
or securities as the consideration in whole or in part for the transfer of 
the property to it. 

(2) Exchanges subject to the provisions of section 371 (b) . The gain 
not recognized upon a transfer by reason of section 371(b) shall be applied 
to reduce the basis for determining gain or loss on sale or exchange of 
the following categories of property in the hands of the transferor imme- 
diately after the transfer, and property acquired within 24 months after 
such transfer by an expenditure or investment to which section 371(b) 
relates on account of the acquisition of which gain is not recognized 
under such subsection, in the following order: 

(1) Property of a character subject to the allowance for depreciation 
under section 23 (Z) ; 

(2) Property (not described in paragraph (1)) with respect to which 
a deduction for amortization is allowable under section 23 (t) ; 

(3) Property with respect to which a deduction for depletion is allow- 
able under section 23 (m) but not allowable under section 114(b) (2), 

(3), or (4); 

(4) Stock and securities of corporations not members of the system 
group of which the transferor is a member (other than stock or securities 
of a corporation of which the transferor is a subsidiary) : 

(5) Securities (other than stock) of corporations which are members 
of the system group of which the transferor is a member (other than 
securities of the transferor or of a corporation of which the transferor is- 
a subsidiary) ; 

(6) Stock of corporations which are members of the system group of 
which the transferor is a member (other than stock of the transferor 
or of a corporation of which the transferor is a subsidiary) ; 

(7) All other remaining property of the transferor (other than stock 
or securities of the transferor or of a corporation of which the transferor 
is a subsidiary) , 

The manner and amount of the reduction to be applied to particular prop- 
erty within any of the categories described in paragraphs (1) to (7), 
inclusive, shall be determined under regulations prescribed by the Com- 
missioner with the approval of the Secretary- 

(b) Transfers to corporations. If, In connection with a transfer subject 
to the provisions of section 371(a), (b), or (e), the property was acquired 
by a corporation, either as paid-in surplus or as a contribution to capital, 
or in consideration for stock or securities issued by the corporation receiv- 
ing the property (including cases where part of the consideration for the 
transfer of such property to the corporation consisted of property or moneF 
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ia addition to such stock or securities), then the basis shall be the same 
as it would be in the hands of the transferor, increased in the amount of 
l^ain or decreased in the amount of loss recognized to the transferor upon 
such transfer under the law applicable to the year in which the transfer 
was made. 

(e) Bistartbutiom of stock or securities* If the stock or securities were 
received in a distribution subject to the provisions of section 371(c), then 
the basis in the case of the stock in respect of which the distribution was 
made shall be apportioned, under rules and regulations prescribed by the 
■Commissioner with the approval of the Secretary, between such stock and 
the stock or securities distributed. 

(d) Transfers within system group. If the property was acquired by 
a corporation which is a member of a system group upon a transfer or 
distribution described in section 371(d) (1), then the basis shall be the 
same as it would he in the hands of the transferor; except that if such 
property is stock or securities issued by the corporation from which such 
stock or securities were received and they were issued ( 1 ) as the sole con- 
sideration for the property transferred to such corporation, then the basis 
of such stock or securities shall be either (A) the same as in the case of 
the property transferred therefor, or (B) the fair market value of such 
stock or securities at the time of their receipt, whichever is the lower; 
or (2) as part consideration for the property transferred to such corpora- 
tion, then the basis of such stock or securities shall be either (A) an 
amount which bears the same ratio to the basis of the property transferred 
as the fair market value of such stock or securities at the time of their 
receipt bears to the total fair market value of the entire consideration re- 
ceived. or (B) the fair market value of such stock or securities at the time 
of their receipt, whichever is the lower. 53 Stat. 101, amended Oct. 21, 
1942, 4:30 p. m., B. W. T., c. 619, Title I, § 171(c), 66 Stat. 882. 

iHistorical Note 

1942 Amendment. S'Ubsec. (a) (1) 

amended and subsec. (a) (2) added by 
Act Oct. 21, 1 ^ 2 . 

Effective Date of 1943 Amendment. 

Section 101 of Act Oct. 21, 1042, made 
amendment of section applicable to tax- 
able years beginning’ after Dec. 31, 1941. 

Treaty Obligations. Section 109 of Act 
Oct. 21, 1942 provided as follows: “No 
amendment made by tbis title (sections 

§ 373. Definitions 
As used in this supplement — 

(a) The term § **order of the Securities and Exchange Commission’" 
means an order issued after May 28, 1938, by the Securities and Exchange 
Commission which requires, authorizes, permits, or approves transactions 
described in such order to effectuate the provisions of section 11(b) of the 
Public Utility Holding Company Act of 1935, 49 Stat. 820 (U. S. C., title 
15, sec. 79k(b)), which has become or becomes final in accordance with 
law. 

(h) The terms “registered holding company”, “holding-company sys- 
tem”, and “associate company” shall have the meanings assigned to them 
by section 2 of the Public Utility Holding Company Act of 1935, 49 Stat. 
804 (U.S.C., Supp. Ill, Title 15, § 79(b), (e) ), 

(c) The term “majority«owned subsidiary company” of a registered 
holding company means a corporation, stock of which, representing in 
the aggregate more than 50 per centum of the total combined voting 
power of all classes of stock of such corporation entitled to vote (not 
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Text of Amendatory Revenue Acts. 
Complete original text of Revenue Acts 
amending this section, 1939 to date, see 
volumes “Title 26 — ^Internal Revenue 
Acta”. 
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including stock which is entitled to vote only upon default or nonpay- 
ment of dividends or other special circumstances) is owned wholly by such 
registered holding company, or partly by such registered holding com- 
pany and partly by one or more majority-owned subsidiary companies 
thereof, or by one or more majority-owned subsidiary companies of such 
registered holding company. 

(d) The term “system group*' means one or more chains of corpora- 
tions connected through stock ownership with a common parent corpora- 
tion if — 

(1) At least 90 per centum of each class of the stock (other than (A) 
stock which is preferred as to both dividends and assets, and (B) stock 
which is limited and preferred as to dividends but which is not preferred 
as to assets but only if the total value of such stock is less than 1 per 
centum of the aggregate value of all classes of stock which are not pre- 
ferred as to both dividends and assets) of each of the corporations (except 
the common parent corporation) is owned directly by one or more of the 
other corporations; and 

(2) The common parent corporation owns directly at least 90 per cen- 
tum of each class of the stock (other than stock which is preferred as to 
both dividends and assets) of at least one of the other corporations; and 

(3) Each of the corporations is either a registered holding company 
or a majority-owned subsidiary company. 

(e) The term “nouexempt property” means — 

(1) Any consideration in the form of evidences of indebtedness owed 
by the transferor or a cancellation or assumption of debts or other lia- 
bilities of the transferor (including a continuance of encumbrances sub- 
ject to which the property was transferred) ; 

(2) Short-term obligations (including notes, drafts, bills of exchange, 
and bankers’ acceptances) having a maturity at the time of issuance of 
not exceeding twenty-four months, exclusive of days of grace; 

(3) Securities issued or guaranteed as to principal or interest by a 
government or subdivision thereof (including those issued by a corpora- 
tion which is an instrumentality of a government or subdivision thereof) ; 

(4) Stock or securities which were acquired from a registered holding 
company or an associate company of a registered holding company which 
acquired such stock or securities after February 28, 1938, unless such 
stock or securities (other than obligations described as nonexempt prop- 
erty in paragraph (1), (2), or (3)) were acquired in obedience to an 
order of the Securities and Exchange Commission or were acquired with 
the authorization or approval of the Securities and Exchange Commission 
under any section of the Public Utility Holding Company Act of 1935, 49 
Stat. 820 (U. S. C., title 15, sec. 79k (b)); 

(5) Money, and the right to receive money not evidenced by a security 
other than an obligation described as nonexempt property in paragraph 
(2) or (3). 

(f) The term “stock or securities” means shares of stock in any cor- 
poration, certificates of stock or interest in any corporation, notes, bonds, 
debentures, and evidences of indebtedness (including any evidence of an 
interest in or right to subscribe to or purchase any of the foregoing). 53 
Stat. 102, amended June 29, 1939, 10 p. m., E. S. T., c. 247, Title II, § 221, 
53 Stat. 878; Sept. 20, 1941, 12:15 p. m., E. S. T., c. 412, Title I, § 117(a), 
55 Stat. 598; Oct. 21, 1942, 4:30 p. m., E. W. T., c. 619, Title I, § 171 
(d»f), 56 Stat. 883; Oct. 20, 1951, 2:07 p. m.. E. S. T., c. 621, TiUe in, 
§ 338(a), 65 Stat 510, 
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XEistorical Not© 


Befe^eiAces im Text. Public Utility 
Holding Company Act of 1935, referred 
to in subsec. (e) (4), is classified to sec- 
tion 79 et seq. of Title 15, Commerce and 
Trade. 

1951 Amendment. Snbsec. (d) (1) 

amended by Act Oct. 29, 1051, to substi- 
tute “(otiier tban * * * dividends and 
assets)’* in lieu of ** (other than stock 
•which is preferred as to both dividends 
and assets)”. 

1942 Amendment. Subsecs, (a) and (e) 
(1, 4) amended by Act Oct. 21, 1942. 

1941 Amendment. Sub sec. (a) amended 
by Act Sept. 20, 1941. 

1939 Amendment. Subsec. (a) amend- 
ed by Act June 29, 1939. 

Effective Bate of 1951 Amendment. 
Amendment of subsec. (d) (1) made ap- 
plicable with respect to taxable years 
affected by an exchange or distribution 
made after Dec. 31, 1947, by section 338 
(b) of Act Oct. 20, 1951. 

Effective Bate of 1942 Amendment. 

Act Oct. 21, 1942, was made applicable 
to taxable years beginning after Dec. 31, 
1941, by section 101 thereof. 

Effective Bate of 1941 Amendment. 

Act Sept. 20, 1941, was made applicable 
only with respect to taxable years begin- 
ning after Dee. 31, 1939, by section 117 
(b) thereof. 

Effective Bate of 1939 Amendment. 

Section 221(b) of Act June 29, 1939 pro- 


vided that the amendment of subsec. (a) 
•was made applicable to taxable years be- 
ginning after Dec. 31, 193S. 

Transfer of Functions. All executive 
and administrative functions of the Se- 
curities and Exchange Commission were, 
with certain exceptions, transferred to 
the Chairman of such Commission, with 
authority vested in him to authorize their 
performance by any officer, employ^ or 
administrative unit under his jurisdic- 
tion, by 1950 Reorg.Plan No. 10, Si 1, 2, 
eff. May 24, 1950, 15 P.B. 3175, 64 Stat. 
1265, set out in note under section 78d 
of Title 15, Commerce and Trade. 

Treaty Obligattions, Section. 615 of 
Act Oct. 20, 1951, provided that: “No 
amendment made by this Act [Act Oct. 
20, 1951] shall apply in any case where 
its application would be contrary to any 
treaty obligation of the United States.** 

Similar provisions w'ere contained in 
the following Acts ; 

1942~Oct. 21, 1942, 4:30 p. m., B.W.T., 
c. 619, Title I, § 109, 56 Stat. SOa 

1941~Sept. 20, 1941, 11 :45 a. m., B.S.T., 
c. 419, Title I, § 8, 54 Stat. 520. 

Text of Amendatory Beveinue Acts. 
Complete original text of Revenue Acts 
amending this section, 1939 to date, see 
volumes “Title 25— Internal Revenue 
Acts”. 

Deglslative History t For legislative 
history and purpose of Act Oct. 20, 1951, 
see 1951 XJ.S.Ode Cong.Service, p. 1781. 


SUPPLEMENT S.— TAX OF SHAREHOLDBES OF PERSONAL SBRVICB 
COKPORATIONS 


Historical Note 

Supplement S added to Internal Revenue Code by Act Oct. 8, 1940, 11 p. m., B. S. T., 
c. 757, Title V, § 502, 54 Stat. 1006. 

§ S91. Applicability of Supplement 

If a personal service corporation (as defined in section 449) is exempt 
under such section for any taxable year from the excess profits tax im- 
posed by such subchapter, the provisions of this Supplement shall be 
applicable with respect to each shareholder of such corporation who was 
a shareholder in such corporation on the last day of such taxable year 
of the corporation. Added Oct. 8, 1940, 11 p. m., E. S. T., c. 767, Title 
V, § 502, 54 Stat. 1005, amended Jan. 3, 1951, 10:13 a. m., c. 1199, Title 
III, § 304(f), 64 Stat. 1220. 


1951 Amendment. Act Jan. 3, 
amended section by substituting 
for “725”. 

Effective Bate of 1951 Ameoadment. 
Amendment of section by Act Jan. 3, 
1951, as applicable with respect to tax- 
able years ending after June 30, 1950, 
asee note set out under section 114 of 
iI.B.C.1939, 


Text of Amendatory Revenue Acts. 
Complete original text of Revenue Acts 
amending this section, 1939 to date, see 
volumes “Title 26 — Internal Revenue 
Acts”. 

Legislative Histo3*y : For legislative 
history and purpose of Act Jan. 3, 1951, 
see 1950 U.S.Code Cong.Service, Jh 4027. 
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§ S93. Undistributed Supplement S net income 

For tbe purposes of this chapter, the term '‘undistributed Supplement 
S net income'' means the Supplement S net income (as defined in section 
393) minus the amount of the dividends paid during the taxable year. 
For the purposes of this section the amount of dividends paid shall he 
computed in the same manner as provided in subsections (d), (e), (f), 
(g), (h), and (i) of section 27 for the purpose of the basic surtax credit 
provided in section 27. Added Oct. 8, 1940, 11 p. m., E. S. T., c. 757, Title 
V, § 502, 54 Stat. 1005. 

§ 393. Supplement S net income 

For the purposes of this chapter "Supplement S net income" means 
the net income, except that there shall be allowed as additional deduc- 
tions 

(a) The Federal income tax payable under this chapter for the taxable 
years; and 

(b) In lieu of the deduction allowed by section 23(q), contributions 
or gifts, payment of which is made within the taxable year, to or for the 
use of donees described in section 23 (q) for the purposes therein specified, 
to an amount which does not exceed 15 per centum of the corporation'i 
net income, computed without the benefit of this subsection and section 
23((i). 

For the purposes of this section, the net income shall be computed with- 
out regard to section 47(c). Added Oct. 8, 1940, 11 p. m., E. S. T., c. 
757, Title V, § 602, 54 Stat. 1005, amended Oct. 21, 1942, 4:30 p. m., 
E. W. T.. c. 619, Title I, § 135(b) (3), 56 Stat. 835. 


Historical Note 


1943 Amendment. Act Oct. 21, 1042, 
amended section by adding last par. 

lEffective Bate of 1942 Amendment. 
Section 101 of Act Oct. 21, 1942, made 
amendment of section applicable to tax- 
able years beginning after Dec. 31, 1941. 

Treaty Obligation'?. Section 109 of Act 
Oct. 21, 1942 provided as follows: *‘No 
amendment made by tbis title [sections 


101-172, 181-186 of 1942 Actl shall apply 
in any case where its application would 
be contrary to any treaty obligation of 
the United States.” 

Text of Amendatory Revenue Acts. 
Complete original text of Revenue Acts 
amending this section, 1939 to date, see 
volumes “Title 20 — ^Internal Revenue 
Acts”. 


§ 394. Corporation income taxed, to shareholders 

(a) General rule. The undistributed Supplement S net Income of a 
personal service corporation shall be included in the gross income of the 
shareholders in the manner and to the extent set forth in this Supplement. 

(b) Amount included in gToss income. Each shareholder who, on the 
last day of the taxable year of the corporation, was a shareholder in such 
corporation shall include in his gross income, as a dividend, for the taxa- 
ble year in which or with which the taxable year of the corporation ends, 
the amount he would have received as a dividend if on such last day 
there had been distributed by the corporation, and received by the share- 
holders, an amount equal to the undistributed Supplement S net Income of 
the corporation for its taxable year. 

(c) Credit for obligations of the United States and its instrumentalities. 
Each such shareholder shall be allowed a credit against net income, fbr 
the purposes of the tax imposed by sections 11, 13, 14, 201, 204, 207, or 
362, of his proportionate share of the interest specified in section 25(a) 
(1) or (2) which is included in the gross income of the corporation. For 
any taxable year of the corporation beginning after December 31, 1941, 
each such shareholder's proportionate share of such Interest received by 
the corporation shall be his proportionate share of such Interest (deter- 
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mined withiout regard to mis sentence) reduced by so much of tlie deduc- 
tion under section 23 (v) as is attributable to such share. 

(d) Effect on capital account of personal service corporation. An 
amount equal to the undistributed Supplement S net income of the personal 
service corporation for its taxable year shall be considered as paid in as 
of the close of such taxable year as paid-in surplus or as a contribution 
to capital, and the accumulated earnings and profits as of the close of such 
taxable year shall be correspondingly reduced, if such amount or any 
portion thereof is required to be included as a dividend in the gross income 
of the shareholders. 

(e) Basis of stock in hands of shareholders. The amount required to 
be included in the gross income of the shareholder under subsection (b) 
shall, for the purpose of adjusting the basis of his stock with respect to 
which the distribution would have been made (if it had been made), be 
treated as having been reinvested by the shareholder as a contribution 
to the capital of the corporation; but only to the extent to which such 
amount is included in his gross income in his return, increased or de- 
creased by any adjustment of such amount in the last determination of 
the shareholder’s tax liability, made before the expiration of seven years 
after the date prescribed by law for filing the return. 

(f) Period of limitation on assessment and collection. For period of 
limitation on assessment and collection without assessment, in the case 
of failure to include in gross income the amount properly includible there- 
in under subsection (b), see section 275(d). Added Oct. 8, 1940, 11 
p. m., E. S. T., c. 757, Title V, § 502, 54 Stat. 1005, amended Oct. 21, 
1942, 4:30 p. m., E. W. T., c. 619, Title I, § 126(h), 56 Stat. 825. 


Historical Note 


1943 Amendimeiit. Sub sec (c) amended 
by Act Oct. 21, 1942, which, inserted new 
sentence at end thereof. 

Effective Bate of 1943 Amendment. 
Section lOl of Act Oct. 21, 1942, made 
amendment of section applicable to tax- 
able years beginning after Dec. 31, 1941. 

Treaty Obligations. Section 109 of Act 
Oct. 21, 1942 provided as follows: “No 
amendment made by this title [sections 


101-172, 181-186 of 1942 Act] shall apply 
in any case where its application would 
be contrary to any treaty obligation of 
the United States.’’ 

Text of Amendatory Bevenne Acts. 
Complete original text of Revenue Acts 
amending this section, 1939 to date, see 
volumes “Title 26 — ^Internal Revenue 
Acts”. 


§ S95. Nonresident alien individuals and foreign corporations 
In the case of a shareholder taxable under section 211(a) or 231(a), 
his distributive share of the undistributed Supplement S net income of the 
corporation required to be included in the gross income shall be consid- 
ered as a dividend received by him from sources within the United States. 
Added Oct. 8, 1940, 11 p. m., E. S. T., c. 757, Title V, § 502, 54 Stat. 1005. 


§ 396. Shareholder’s tax paid by corporation 

If a personal service corporation is exempt for any taxable year under 
section 449 from excess profits tax, it shall, at the time of filing its 
return, pay to the collector an amount equal to the amount that would 
be required by section 143 (b) or section 144 to be deducted and with- 
held by the corporation if any amount required by this Supplement to 
be included in the gross income of the shareholder had been, on the last 
day of the taxable year of the corporation, paid to the shareholder in 
cash as a dividend. Such amount shall be collected and paid In the same 
manner as the amount of tax due in excess of that shown by the taxpayer 
upon a return in the case of a mathematical error appearing on the face 
of the return. Added Oct. 8, 1940, 11 p. m., E. S. T., c. 757, Title V, § 602, 
54 Stat. 1005, amended Jan. 3, 1951, 10:13 a. m., c, 1199, Title III, § 304 
(f), 64 Stat. 1220. 


322 



INCOME LESS THAN $5,000 


§400 


Historical Note 


1951 Amendment. Act Jan. 3, 1951, 

amended section by substituting “449” 
for “725”. 

Effective Date of 1951 Axaendment. 
Amendment of section by Act Jan. 3, 
1951, as applicable witb respect to tax- 
able years ending after June 30, 1950, see 
note set out under section 114 of I.E.C. 
1939. 


Text of Amendatory Bevenue Acts. 
Complete original text of Revenue Acts 
amending this section, 1939 to date, 
see volumes “Title 26 — ^Internal Revenue 
Acts”. 

legislative History: For legislative 
history and purpose of Act Jan. 3, 1951, 
see 1950 U.S.Code Cong.Service, p. 4259. 


SXJFFIrBMBNT T.— -INDIVIDUADS WITH ADJUSTED GROSS INCOME 
OF LESS THAN $5,000 


Historical Note 


1944 Amendment. Act May 29, 1944, 7 
p m., E.W.T., c. 210, Part II, § 5(a), 58 
Stat. 232, applicable to taxable years be- 
ginning after Dec. 31, 1943, amended 
“Supplement T” by striking “ — ^Individ- 
uals with Gross Income From Certain 
Sources Of $3000 Or Less” and inserting 
in lieu thereof “Individuals with Ad- 
justed Gross Income of Less than $5000”, 


1941 Amendment. Supplement T added 
to Internal Revenue Code by Act Sept 
20, 1941, 12:15 p. m , E S.T., e. 412, Title 
I, § 102(a), 55 Stat. 689 and was made 
applicable to taxable years beginning 
after Dec. 31, 1940. 


§ 400. Imposition of tax 

In lieu of the taxes imposed by sections 11 and 12, there shall he levied, 
collected, and paid for each taxable year upon the net income of each 
individual whose adjusted gross income for such year is less than $5,000, 
and w-ho has elected to pay the tax imposed by this supplement for such 
year, a tax as follows: 
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TABLE I 

Taxable year beginning January 1, 1951, and ending 
December 31, 1951 


If fld| listed 
gross Income Is— 

And tfse siamfeer of exemptions Is — 

At 

Ssrt less 

1 

2 

8 

4 or more 










Tlietax shall be— 



$675 

$0 

?0 

$0 

$0 

675 

700 

4 

1 0 

0 

0 

700 

725 

8 


0 

0 

725 

760 

13 

KH 

0 

0 

T60 

775 

18 


0 

0 

775 

800 

22 


0 

0 

800 

825 

27 

0 

0 

0 

825 

850 

81 

0 


0 

850 

8T5 

86 

0 

BH 

0 

875 

900 

41 

0 

■■ 

0 

000 

925 

45 

WKMm 

0 

0 

025 

950 

80 


0 

0 

950 

975 

84 


0 

0 

976 

1,000 

69 

■OH 

0 

0 

1,000 

X025 

63 

0 

0 

0 

1,025 

1,050 

68 

0 

0 

0 

1,050 

1,075 

78 

0 

0 

0 

1,075 

1,100 

77 

0 

0 

0 

1,100 


82 

0 

0 

0 

1,125 


86 

0 

0 

0 

1,150 


91 

0 

0 

0 

1,175 

10^111 

90 

0 

0 

0 

1,200 


100 

0 

0 

i ^ 

1,225 


105 

0 

0 

1 0 

1,250 


109 

0 

0 

1 0 

1,275 

■sHi 

114 

0 

0 

0 

1,300 

1,325 

119 

0 

0 

0 

1,825 

1,350 

123 

1 

0 

0 

1,350 

1,375 

123 

6 

0 

0 

1,375 

1,400 

132 

10 

0 

0 

1,400 

1,425 

13T 

15 

0 

0 

1.425 

1,450 

142 

19 

0 

0 

1,450 

1,475 

146 

24 

0 

0 

1,475 

1,500 

151 

||||||^|||[[| 

0 

0 

1,500 

1,525 

155 


0 

0 

1.525 

1,550 

160 


0 

0 

X550 

1,575 

164 


0 

0 

1,575 

1,600 

169 

■uHl 

0 

0 
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TABLE I— Continued 

Taxable year begiiming January 1, 1951, and ending 
December 31, 1951 


If ac^jisstesf 
gross liicoroa Is— 

And the number of exemptions Is— 



g 

2 

$ 

4 or mor# 

At^ 

But less 





Soast 

ISSSLH 








The tax shall be— 


$1,600 

$1,625 

$174 

$51 

90 

$0 

1,625 

1,650 

173 

56 


0 

1,650 

1,675 

183 

60 


0 

1,675 


187 

65 

Kfl 

0 

1,700 

1,725 

192 

70 

0 

0 

1,725 

1,750 

197 

T4 

0 

0 

1,750 

1.775 

201 

TO 

0 

0 

1,775 

1,800 

200 

83 

0 

0 

1,800 

1,825 

210 

83 

0 

0 

1,825 

1,850 

215 

93 

0 

0 

1,850 

1,875 

220 

97 


0 

1.875 

1,900 

224 

102 

0 


1,800 

1,925 

229 

106 

0 

0 

1.925 

1,950 

233 

111 

0 


1,950 

1,975 

238 

116 


0 

1,975 


243 

120 

0 

0 

2,000 

2,025 

247 

125 

2 

0 

2,025 

2,050 

252 

129 

7 

0 


2,075 

256 

134 

11 

0 

2,075 1 

2,100 

261 

138 

16 

0 


2,125 

; 265 

143 

21 

0 

2,125 

2,150 

i 270 

1 148 

25 

0 

2,150 

2,175 

275 

I 152 

30 

0 

2.175 

2,200 

279 

157 

34 

0 

2,200 

2,225 


161 

39 


2,225 

2,250 


166 

44 

0 

2,250 

2,275 

293 

171 

48 

0 

2,275 

2300 

298 

175 

53 

0 

2300 

2325 

302 

180 

57 

0 
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TABLE I— Continued 

Taxable year beginning January 1, 1951, and ending* 
December 31, 1951 


•If adjusted 
gross 

Income Is — 

And the number of exemotlons Is— » 

At 

least 

But 

less 

than 

S 

1 ^ 

3 


5 

6 

7 

8 or 
mor® 

And 

tax- 

payer 

is 

single 

or 

married 

tiling 

sepa- 

rately 

And 

a 

joint 

re- 

turn 

is 

filed 

And 

tax- 

payer 

Es 

single 

or 

married 

filing 

sepa- 

rately 

And 

a 

joint 

re- 

turn 

is 

filed 

TJie tax shall be — 

12,325 


^07 

1184 

$184 

$62 

$62 

?0 


?0 

$0 

$0 

2,350 

2,375 

311 

189 

189 

67 

67 

0 

0 


0 

0 

2,375 

2,400 

316 

194 

194 

71 

71 

0 

0 

0 

0 

0 

2,400 

2.425 

msm 

198 

198 

76 

78 

0 

on 

0 

n 

0 

2,425 

2,450 

825 

203 

203 

80 

80 

0 


0 

n 

0 

2,450 

2,475 

830 

207 

207 

85 

86 

0 


0 

n 

0 

2,475 

2,500 

834 

212 

212 

90 

90 

0 


0 

n 

0 

^2,500 

2,525 

339 

216 

216 

94 

94 

0 

IQI 

0 

0 

0 "" 

2^25 


348 

221 

221 

99 

99 

0 


0 

0 

0 

2,650 

2,575 

348 

226 

226 

103 

103 

0 


0 

0 

0 

2,575 

2,600 

353 

230 

230 

108 

108 

0 

mm 

0 

0 

0 

2,600 

2,625 

357 

235 

235 

112 

112 

0 

0 

0 

0 

0 

2.625 

2,650 

362 

239 

239 

117 

117 

0 

0 

0 

0 

0 

2,650 

2,675 

366 

244 

244 

122 

122 

0 

0 

0 

0 

0 

2,675 

2,700 

371 

249 

249 

126 

126 

4 

0 

m 

0 

0 

2,700 

2,725 

376 

253 

253 

131 

131 

8 

0 

0 

0 

0 

2,725 

2,750 

380 

258 

258 

135 

135 

13 

0 

0 

0 

0 

2,750 

2,775 

885 

262 

262 

140 

140 

18 

0 

mm 

0 

0 

2,775 

2,800 

389 

267 

267 

145 

145 

22 

a 

D 

0 

0 

“2,800 

2.825 

394 

272 

272 

149 

149 

27 


0 

0 

0 

2,825 

2,850 

899 

276 

276 

154 

154 

31 


0 

0 

0 

2,850 

2,875 

403 

281 

281 

158 

158 

30 


0 

0 

0 

2,875 

2,900 


285 

285 

163 

163 

41 


0 

0 

iQimi 

^2,900 

2,925 

413 

290 

290 


168 

[45 

0 

0 

mm 

0 

2,925 


418 

295 

295 


172 

60 

0 

0 

il 

0 

2,950 

2,975 

423 

299 

299 

177 

177 

54 

0 

0. 

0 

0 

2.975 


423 

804 

804 

181 

181 

59 

0 

0 

0 

0 

"s,000 

8,050 

435 

811 

311 


188 

66 

0 

0 

mm 

0 “ 

8,050 

8,100 

446 

820 

320 


197 

75 

0 

0 

H 

mm 

8,100 


456 

829 

329 


207 

84 

il 

0 

H 

IH 

8,150 

8,200 1 

466 

838 

1 838 

E9 

216 

93 I 

n 

■1 

il 
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TABLE 1 — Conttnned 


Taxable year beginning January 1, 1951, and ending 
December 31, 1951 


If adjusted 
gross 

Income Is— 

And the numher of exemptions Is— 

At 

Jeast 

Bat 

less 

than 


2 

3 





8 or 
nera 

And 

tax- 

payer 

Is 

single 

or 

married 

flirng 

sepa- 

rately 

And 

a 

joint 

re- 

turn 

is 

filed 

And 

tax- 

payer 

Is 

single 

or 

married 

filing 

sepa- 

rately 

And 

a 

Joint 

re- 

turn 

Is 

filed 

The lax shall be— 

$3,200 

$3,250 

$476 

$347 

$347 

$225 

$225 

$103 

El 



$0 


3,300 

486 

356 

356 

234 

234 

112 

■9 



0 

3,300 

8,350 

496 

366 

366 

243 

243 

121 

■1 



0 

3350 

3,400 


375 

375 

252 

252 

mm 




0 

3,400 

3,450 

516 

384 

384 

262 

262 

1^ 

■a 



0 

8,450 

3,500 

626 

393 

393 

271 

271 

148 



0 

0 

3,500 

3,550 

536 

402 

402 

280 

280 

158 

By 


0 

0 

3350 

3,600 

546 

412 

412 

289 

289 

167 

44 


0 

0 

3,600 

3,650 

556 

422 

421 

2dS 

298 

176 

•54 

0 

0 

,0 

3,660 

3,700 

566 

432 

KiSI 

308 

308 

185 

63 

0 

0 

0 

8.700 

3,750 

677 

442 

439 

317 

317 

194 

72 

0 

0 


3,750 

3,800 

587 

452 

448 

326 

mm 

203 

81 

0 

0 

0 

8.800 

3,850 

597 

462 

457 

335 

335 

213 

90 

0 


0 

3.850 

I 8,900 

607 

472 

467 

344 

344 

222 

99 

0 


0 

3,900 

1 8,950 

€17 

482 

476 

353 

353 

231 

109 

0 


0 

3,950 


627 

493 

485 

363 

363 

240 

118 

0 


0 

"4,000 

4.050 

637 

503 

494 

372 

372 

249 

127 

5 

0 

0 

4,050 

4,100 

647 

513 

503 

381 

381 

259 

136 

14 

0 

0 

4,100 

4,150 

657 

523 

613 

390 


268 

145 

23 

0 

0 

4,150 

4,200 

667 


522 

399 

399 

277 

155 

32 

0 

0 

4,200 


677 

543 

531 

409 

409 

286 

164 

41 

0 

0 

4,250 


687 

553 

640 

419 

418 

295 

173 

60 

0 

0 

4300 


698 

663 

649 

429 

427 

304 

182 

60 

0 

0 

4,350 

4,400 

708 

673 

558 

439 

436 

314 

191 

69 

0 

0 

4,400 

4,450 

718 

683 

668 

449 

445 

323 

200 

78 

In 

0 

4,450 

4,500 

728 

593 

677 

459 

454 

332 

210 

87 

|B1 

0 

4.500 

4,550 

738 

603 

686 

469 

464 

341 

219 

98 

11 

0 

4,550 

4,600 

748 

614 

695 

479 

473 

350 

228 

106 


0 

4,600 

4,650 

758 

824 


489 

482 

ESSI 

237 

115 


0 

4,650 


768 

634 

614 

499 

491 

369 

246 

124 


0 

4,700 

4,750 

778 

644 


509 

500 

378 


133 


0 

^4,750 


788 


632 

519 

609 

387 

265 

142 


0 

4,800 

4,850 



641 

530 

619 

396 

274 

151 

29 

0 

4,850 

Wy »>1 



650 

640 

528 

405 

283 

161 

38 


4,900 

4,950 




650 

637 

415 

292 

170 

47 

0 

4,950 

5,000 


IBSI 



546 

424 

301 

179 

67 
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TABLE n -> Ccmtinaed 

Taxable years begiiming after October 31, 1951, 
and before January 1,. 1954 


if adjusted gross 
laeome Is— 

And the number of exemptions 



i 

a 

a 

4 or mort 

At 

But lest 





loasT 

Xilall 








The tax shall be— 


$1,500 


$169 

$36 

80 

$0 

1,526 


174 

41 

0 

0 

1,550 


179 

46 

0 

0 

1,575 

1,600 

184 

61 


0 

1,600 

1,625 

189 

56 

1 0 

0 

1,625 

1,650 

194 

61 


0 

1,650 

1,675 

199 

66 

0 

a 

1,675 


204 

71 

0 

0 

1,700 

1,725 

209 

76 

0 

0 

1,725 

1,750 

214 

81 


0 

1,750 

1,775 

219 

86 

KH 

0 

1,775 

1.80b 

224 

91 

■■ 

0 

X800 

1,825 

229 

96 

0 

0 

1,825 


234 

101 


0 

1,850 

1,875 

239 

106 


0 

1,875 

1.900 

244 

111 

■■ 

0 

1,900 

1.925 

249 

116 


0 

1,925 

1350 

254 

121 


0 

1,950 

1,975 

259 

123 



1,975 

2,000 

264 

131 

0 

0 

2,000 


2G9 

136 

2 

0 

2,025 

2,050 

274 

1 141 

7 

o 

2,050 

2,075 

279 

146 

12 

0 

2,076 

2,100 

284 

151 

17 

p 

2,100 


289 

156 

22 

0 

2,125 


294 

161 

27 

0 

2,150 


299 

166 

82 

0 

2,175 


304 

171 

87 

0 

^ 2,200 


809 

176 

42 

0 ^ 

2,225 


814 

181 

47 

0 

24250 


819 

1 186 

52 

o 

2,275 

2,300 

824 

! 191 

67 

0 

- 2300 

2325 

329 

106 

62 

0 


329 
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TABLE n — Omtinaed 

Taxable years beginning after October 31, 1951, 
and before January 1, 1954 


If adjusted 
gross 

Income is— 

And the number of exemptions 

At 

least 

But 

less 

than 

t 

2 

3 

4 

5 

6 

7 

8 or 
more 

And 
tax- 
payer 
is single 
or 

married 

filing 

sepa- 

rately 

And 

tax- 

payer 

is 

head 

of 

house- 

hold 

And 
tax- 
payer 
Is single 
or 

married 

filing 

sepa- 

rately 

And 

tax- 

payer 

is 

head 

of 

house- 

hold 

And 

a 

joint 

re- 

turn 

is 

filed 

And 
tax- 
payer 
is single 
or 

married 

filing 

sepa- 

rately 

And 

tax- 

payer 

is 

head 

of 

house- 

hold 

And 

a. 

joint 

re- 

turn 

is 

filed 



The tax shall be— 

$2,325 

$2,350 

$334 

$334 

$201 

m 

$201 

$67 

$67 

$67 



mi 

$0 

$0 


2,375 

339 

339 

206 


206 

72 

72 

72 



■Q 

0 

0 

2,375 


344 

844 

211 


211 

77 

77 

77 




0 

0 

2,400 

2,425 

349 

349 

216 


216 


82 

82 

0 

0 

0 

0 

0 


2,450 

854 

354 

221 

^1 

221 


87 

87 

0 

0 

0 

0 

0 

2,450 

2,475 

859 

359 

226 

226 

226 


92 

92 

0 

0 

0 

0 

0 

2,475 



364 

231 

231 

231 


97 

97 

0 

0 


0 

0 




369 

236 

238 

236 

102 

102 

102 

0 

0 

K] 

0 

0 

2,525 



374 

241 

241 

241 

107 

107 

107 

0 

0 

m 

0 

0 

2,550 

2,575 


879 

246 

246 

246 

112 

112 

112 

0 

0 


0 

0 

2,675 

2,600 


384 

251 

251 

251 

117 

117 

117 

0 

0 

■ 

0 

0 

i™ 

2,625 


389 

256 

256 

256 

122 

122 

122 

0 

0 

0 


0 

2,625 

2,660 


394 

261 

261 

261 

127 

127 

127 

0 

0 

0 


0 

2,650 

2,675 


899 

266 

266 

266 

132 

132 

132 

0 

0 

0 


0 

2.675 



404 

271 

271 

271 

137 

137 

137 

4 


0 


0 

2,700 

2,725 


409 

276 

276 

276 

142 

142 

142 


■1 

0 

0 

o" 

2,725 

2,750 


414 

281 

281 

281 

147 

147 

147 


K 

0 

0 

0 

2,750 

2,775 


419 

286 

286 

286 

152 

152 

152 


n 

0 

0 

0 

2,775 



424 

291 

291 

291 

157 

157 

157 


m 

0 

0 

0 

2^00 

2,825 


429 

296 

296 

296 

162 

162 

162 



0 

0 

0 

2^ 

2,850 

434 

434 


801 

301 

167 

167 

167 



0 

0 

0 

2,850 

2,875 

439 

439 


306 

306 

172 

172 

172 



0 

0 

0 

2,875 

2,900 

444 

444 

311 

311 

311 

177 

177 

177 



0 

0 

0 

2,900 

2,925 

449 

449 

316 

816 

316 

182 

182 

182 

49 

0 

0 

0 

0 

2,925 

2,050 

455 

454 

321 

321 

321 

187 

187 

187 

54 

0 

0 

0 

0 

2,950 

2,975 


459 

326 

826 

326 

192 

192 

192 

59 

0 

0 

0 

0 

2,975 

3,000 

466 

465 

331 

831 

331 

197 

197 

197 

64 

0 

0 

0 

0 

3,000 

3,050 

^74 

473 

338 

338 

338 

205 

205 

BSm 

72 

0 

0 



8.050 

3,1CK) 

485 

483 

848 

848 

348 

215 

215 

215 

82 

0 

0 



8,100 

3,150 

496 

494 

358 

358 

358 

225 

225 

225 

mm 

0 

0 



3,150 


507 

504 

868 


I 368 

235 

235 

235 

102 

0 

0 



8,200 

3,250; 

518 

515 

878 

378 

: 378 

245 

245 

245 

112 

0 

0 


lEB 



529 

525 

388 

388 

388 

255 

255 

255 

122 

0 

0 

0 

0 


8.350 

541 

536 

398 

398 

398 

265 

265 

265 

132 

0 

0 

0 

0 

3,350| 


652 

546 

408 

408 

408 

275 

275 

275 

142 

8 

0 

0 

0 


330 

































































INCOME LESS THAN $5,000 


400 


TABLE H— C»M»tiiiiied 

Taxable years beginning after October 31« 1951» 
and before January 1, 1954 


If adjusted 
gross 

Income is— 

And the number of exemptions Is— 


At 

least 

But 

less 

than 

1 

2 

3 

4 


6 


® s 

« E 1 

And 
tax- 
payer 
is single 
or 

married 

filing 

sepa- 

rately 

And 

tax- 

payer 

is 

head 

of 

house- 

hold 

And 
tax- 
payer 
is single 
or 

married 

filing 

sepa- 

rately 

And 

tax- 

payer 

is 

head 

of 

house- 

hold 

And 

a 

joiet 

re- 

turn 

is 

filed 

And 
tax- 
payer 
is singlo 
or 

married 

filing 

sepa- 

rately 

And 

tax- 

payer 

is 

head 

of 

house- 

hold 

And 

a 

joint 

re- 

turn 

is 

filed 

The tax shall be— 

8,400 

3,450 

6C3 

557 

418 

418 

418 

285 

285 

285 

162 

18 

0 

0 

0 

8,450 

3,500 

574 

667 

428 

428 

428 

295 

295 

295 

162 

28 

0 

0 

0 

8,500 

3,550 

685 

578 

438 

438 

438 

805 

805 

805 

171 

88 

0 

0 


8^50 

8,G00 

596 

688 

448 

448 

448 

815 

S15 

815 

181 

48 

0 

0 

L? 


8,650 

607 

699 

459 

459 

458 

325 

825 

325 

191 

58 

0 

0 

D 

8,650 

3,700 

618 

610 

470 

469 

468 


835 

835 

201 

68 

0 

0 

0 

8,700 

3,750 

629 

620 

482 

480 

478 

345 

845 

345 

211 

78 

0 

0 

0 

8.750 

8,800 

640 

1^ 

493 

490 

488 

355 

355 

855 

221 

88 

0 

0 

0 

8.800 

8,850 

651 

■SI 

604 

601 

498 

865 

865 

865 

231 


0 

0 

0 

8,850 


662 

652 

615 

611 

608 

876 

875 

875 

241 

108 

0 

0 

0 

8,900 

3,950 

673 

662 

526 

622 

618 

385 

885 

885 

251 

118 

0 

0 

0 

8,950 


684 

673 

537 

632 

628 

395 

395 

895 

261 

128 

0 

B 

0 

4,000 

4,050 

€96 

683 

648 

643 

638 

465 

405 

405 

271 

138 

6 

B 

0 

mt!m 


707 

694 

559 

653 

548 

415 

415 

415 

281 

148 

15 

B 

0 

4,100 

4,150 

718 


570 

564 

658 

425 

425 

425 

291 

158 

25 

0 

a 

o 

4200 

729 

715 

681 

674 


435 

435 

435 

UShI 

188 

85 

0 

0 

4200 

4,250 

T40 

725 

592 

585 

678 

445 

445 

445 

311 

178 

45 

0 

6 

4,250 

4,300 

751 

736 

603 

696 

638 

456 

455 

455 

321 

188 

55 

0 

0 

4,300 

4350 

762 

746 

614 

606 

598 

467 

466 

465 

831 

198 

65 

■a 


4^ 

4400 

773 

757 

625 

617 

608 

478 

476 

475 

841 

208 

75 

0 

0 

4,400 

4450 

784 

768 

636 

■^1 

618 


487 

485 

351 

218 

85 

0 

0 

4,^ 

4600 

795 

778 

648 


628 


497 

495 

361 

228 

95 

K 1 

0 

4500 

4650 

806 

789 

659 




508 

504 

371 

238 

105 

0 

9 

4,550 

4600 

817 

799 

670 




518 

614 

381 

248 

115 

0 

0 

4600 

■3^ 

828 

810 

681 

669 

658 

533 

529 

624 

391 

258 

125 

0 

0 

4660 

4700 

839 

820 


680 

668 

644 

539 

634 

401 

268 

135 

2 

0 

4700 

4,750 

851 

831 

703 

690 

878 

655 

660 

644 

411 

278 

145 


0 

4750 


862 

841 

714 

701 

688 

666 

660 

654 

421 

288 

155 


0 

4800 

4850 

873 

852 

725 

711 

698 

677 

671 

564 

431 

298 



“o 

4850 

4900 

884 

862 

736 

722 

708 

589 

681 

674 

441 

308 

175 

42 

0 

4900 

4950 

895 

873 

747 

732 

718 

600 

692 

634 

451 

318 

185 

52 

0 

4950 


906 

883 

758 

743 

728 

611 

1 603 

694 

461 

328 

195 

62 

0 


331 - 































































§400 INCOME TAX— SUPPLEMENT PROVISIONS 


TABLE in 

Taxable years beginning after December 31, 1953 


If adjusted gross 
Income Is — 

And the number of exemptions Is— 

At 

least 

But less 
thaa 

1 

a 

a 

4 or more 








Tbe tax shall be— 

4 ', 

$0 

^5 

mmm 

80 

$0 

40 

675 

700 


0 

0 

0 

700 

725 

8 

0 

0 

0 

725 

750 

13 

0 

0 

0 

750 

775 

17 

0 ; 

0 

0 

775 

800 

22 

0 

0 

0 

800 

825 

26 

0 

0 

0 

825 

850 

31 

0 


0 

850 

875 

85 

0 1 


0 

875 

900 

40 

0 

■■ 

0 

900 

925 

44 


0 

0 

925 

950 

49 


0 

0 

950 

975 

53 



0 

■' 975 

1,000 

58 


0 

0 

1.000 

1.025 

62 

0 

0 

0 

1,025 

1,050 

67 

0 

0 

0 

1.050 

1,075 

71 



0 

1,075 

1,100 

76 

0 

0 

0 

1,100 

1,125 

80 

0 

0 

0 

1,125 

1,150 

85 

0 


0 

1,150 

1,175 

89 

0 

KH 

0 

1,175 

1,200 

94 

0 

KB 

0 

1,200 

1,225 

98 

0 

0 

0 

1,225 

1,250 

103 

0 

0 

0 

14250 

1,275 

107 



0 

1,275 

1,300 

112 

0 

0 

0 



116 

0 

0 

0 



121 

1 

0 

0 



125 

5 


0 



130 

10 

0 

0 

1.400 

1,425 

134 

14 

0 

0 

1,425 

1,450 

139 

19 

0 

0 

1,450 

1,475 

143 

23 

0 

0 

1,475 

1,500 

148 

28 

0 

0 


332 












































INCOME LESS THAN $5,000 


§400 


TABLE in— Continued 

Taxable years begiiining after December 31, 1953 


If adjusted gross 

Income is — 

And the number of exemptions Is— 

At 

least 

But less 
than 

t 

2 

3 

4 or more 








The tax shall be— 


$1,500 

$1,525 

$152 

$32 


50 

1,525 


157 

37 

mtm 

0 

1,550 

1,575 

161 

41 

■■ 

0 

1,575 

1,600 

166 

46 



1,600 

1,625 


50 

0 

0 

1,625 

1,650 


55 

0 

0 

1,650 

1,675 


59 



1,675 

1,700 

184 

€4 

0 

0 

1.700 

1,725 

188 

G 8 

0 

0 ^ 

1.725 

1,750 

193 

73 


0 

1,750 

1,775 

197 

77 

BH 

0 

1,775 

1,800 

202 

82 

BH 

0 

1,800 

1,825 

206 

86 

0 

0 

1,825 

1,850 

211 

91 


0 

1,850 

1,875 

215 

95 


0 

1,875 

1,900 

220 

100 

BH 

0 

1,900 

1,925 

224 

104 


0 

1,925 

1,950 

229 

109 


0 

1,950 

1,975 

233 

113 


0 

1,975 

2,000 

238 

118 

■B 

0 

2,000 

2,025 

242 

122 

2 

;||||K|BB 

2,025 

2,050 

247 

127 

7 


2,050 

2,075 

251 

131 

11 

0 


2,100 

256 

130 

16 

0 

2,100 

2,125 

260 

140 

20 

0 

:2,125 

2,150 

265 

145 

25 

0 

2,150 

2,175 

269 

149 

29 

0 

2,1T5 

2,200 

274 

154 

34 

0 

2,200 


278 

158 

88 

0 

2.225 


283 

163 

43 

0 

2,250 

2,275 

287 

167 

47 1 

0 

2,275 

2.300 

292 


52 

0 

2,300 

2,325 

296 

176 

56 1 

0 


333 















































§400 INCOME TAX— SUPPLEMENT PROVISIONS 


TABLE m— Continued 

Taxable years beginning after December 31, 1953 


If adjusted 

gross And the number of exemptions is— 

Income is— 



334 











































INCOME LESS THAN $5,000 


§400 


TABLE m— Continued 

Taxable years beginning after December 31, 1953 


mM 

And the number of exemptions is— 

At 

toast 

But 

less 

than 

1 

2 

3 

4 

5 

e 

7 

8 0 
moi 

And 
tax- 
payer 
is single 
or 

married 

filing 

sepa- 

rately 

And 

tax- 

payer 

is 

head 

of 

house- 

hold 

And 
tax- 
payer 
is single 
or 

married 

filing 

sepa- 

rately 

And 

tax- 

payer 

is 

head 

of 

house- 

hold 

And 

a 

joint 

re- 

turn 

is 

filed 

And 
tax- 
payer 
is single 
or 

married 

filing 

sepa- 

rately 

And 

tax- 

payer 

is 

head 

of 

house- 

hold 

And 

a 

joint 

re- 

turn 

is 

filed 

The tax shall be— 

$ 3,400 

$ 3,450 

$506 


$377 

$377 

$377 

$257 

$257 

$257 

$137 

$17 

$0 

$0 

m 

S ,450 

3,500 

516 

511 

386 

KgJiJ 

386 

266 

266 

266 

146 

26 

0 


0 

3,500 

3,550 

526 

520 

395 


395 

275 

275 

275 

155 

85 

0 


El 

3,550 

3,600 

536 


404 

[jj^ 

404 

284 

284 

284 

164 

44 

0 


D 

10^ 

3,650 

546 

539 

414 

ESI 

413 

293 

293 

293 

173 

53 

0 

D 

0 

3,650 

iifrOIil 

556 

549 

424 


422 

302 

302 

302 

182 

62 

0 

El 

El 

mmiti 

3,750 

566 

558 

434 

432 

431 

311 

311 

311 

191 

71 

0 

ii 

0 

3,750 


575 

567 

443 

441 

440 

320 

320 

320 

200 

80 

0 

0 

D 

kSi 


585 

577 

453 

451 



329 

329 

209 

89 

0 


0 

8,850 


595 

586 

463 




338 

338 

218 

98 

0 


0 



605 

596 

473 


467 

347 

347 

347 

227 

107 

0 


El 



615 

605 

483 

479 

476 

356 

356 

356 

236 

116 

0 

E 

0 


gfiliSI 

625 

615 

493 

489 

485 

365 

365 

365 

245 

125 

5 


0 


4,100 


624 

503 

498 

494 

374 

374 

374 

254 

134 

14 


0 


4.150 

645 

634 

513 


503 

883 

383 

883 

263 

143 

23 


0 

4,150 

4,200 

655 

643 

523 

517 

512 

392 

392 

892 

272 

152 



0 


4,250 

665 

653 

533 

627 


401 

401 

401 

281 

161 

41 

0 

6 

4,250 

mmm 

674 

662 

642 

536 


410 

410 

410 

290 

170 

50 

0 

0 

4,300 

4,850 

684 

671 

552 

545 

539 

420 

419 

419 

299 

179 

59 

0 

0 

4,350 



681 

562 

555 

548 

430 

429 

428 

308 

188 

68 

0 

0 


4,450 

704 

690 

572 

564 

557 

440 

4 S 8 

437 

317 

197 

77 

0 

“o 

4,450 

mmm 

714 

700 

582 

574 

566 

450 

448 

446 

326 


86 

m 

El 

4,500 

4,550 

724 

709 

692 

583 

575 

460 

457 

455 

835 

215 

95 

El 

0 

4,550 

4,600 

734 

719 

602 

593 

584 

470 

467 

464 

344 

224 

104 

1 

m 

4,000 

4,650 

744 

728 

612 

602 

593 

480 

476 

473 

353 

233 

113 

0 

0 

4,650 

4,700 

754 

738 

622 

612 

602 

490 

486 

482 

362 

242 

122 

2 

0 


4,750 

764 

747 

632 




495 

491 

371 

251 

131 

11 

0 

4^750 


773 

756 

641 


620 

509 

504 

HQ 




m 

0 

giro 

4,850 

783 

768 

651 

640 

629 

519 

514 




149 

m 

6 

4,850 

4,900 

793 

775 

661 

649 

638 

529 

523 



278 

158 

38 

m 

4,900 

4,950 

803 

785 

671 

659 

647 

639 

533 

527 

407 

287 

167 

47 

0 

4.950 

5,000 

813 

794 

681 

688 

656 

549 

542 

536 

416 

296 


56 

0 


335 
































































§ 400 INCOME TAX— SUPPLEMENT PROVISIONS 

Added Sept. 20, 1941, 12:15 p. m.. E. S. T., c. 412, Title I, § 102(a), 55 
Stat. 689, amended Oct. 21, 1942, 4:30 p. m., E. W. T., c. 619, Title I, § 104 
(a), 56 Stat. 803; Feb. 25, 1944, 12:49 p. m., B. W. T., c. 63, Title I, 
§ 102(a), 58 Stat. 26; May 29, 1944, 7 p. m.. E. W. T., c. 210, Pt. I, 
I 5(a), 58 Stat. 232; June 30, 1944, c. 332, § 2(a), 58 Stat. 647; Nov. 

8, 1945, 5:17 p. m., E. S. T., e. 453, Title I, § 103(a), 59 Stat. 560; Apr. 

2, 1948, 3:18 p. m., E. S. T., c. 168, Title IV. § 401(a), 62 Stat. 128; Sept. 

23, 1950, 3:15 p. m., E. D. T., c. 994, Title I, Pt. I, § 102, 64 Stat. 911; 

Oct. 20, 1951, 2:07 p. m., E. S. T., e. 521, Title I, § 102, 65 Stat. 462. 


Historical ITote 


1951 AiKtendLmeiit. Act Oct. 20, 1951, 
amended section to provide nevr tables 
reflecting the tax increase. 

1950 Amendment. Act Sept. 23, 1950, 
amended section to provide new tables to 
reflect the increased tax rates. 

1948 Amendment. Act Apr. 2, 1948, 
amended section to incorporate the “in- 
come-splitting” provisions applicable to 
husband and wife. 

1945 Amendment. Tax table in this 
section amended generally by Act Nov. 
8, 1945, § 103(a). 

1944 Amendment. Act June 30, 1944, 
amended table by inserting “110” for 
“100” in third column immediately fol- 
lowing “105”. 

Section amended generally by Act May 
29, 1944:, which, among other changes 
made Supp. T applicable to adjusted 
gross incomes up to toOOO instead of 
$3000, and through the use of the new 
concept of adjusted gross income made 
it applicable to individuals without re- 
gard to the source of the income. 

Act Feb. 25, 1944, amended section by 
adding “and 460” following “11, 12,” and 
by rewording “is $3,000 or less” to 
read “is less than $3,000”. 

1942 Amendment. Act Oct. 21, 1942, 
amended section in its entirety. 

Effective Date of 1961 Amendment. 
Amendment as applicable only with re- 
spect to taxable years beginning after 
Oct 31, 1961, and to taxable years be- 
ginning on Jan. 1, 1951, and ending on 
Dec. 31, 1951, see note set out under 
section 12 of I.B.‘C,1939. 

Effective Date of 1960 Amendments. 
Amendment of section by Act Sept. 23, 
1950, as applicable only with respect to 
taxable years ending after Dec. 31, 1949, 
see note set out under section 11 of I.B.C. 
1939. 

Effective Date of 1948 Amendment. 
Section 401(b) of Act Apr. 2, 1948, pro- 
vided that amendment of this section by 
section 401(a) of said Act Apr. 2, 1948, 
should be applicable to taxable years be- 
ginning after Dec. 31, 1947, and that tax- 
able years beginning in 1947 and ending 
in 1948 should be governed by section 
108(d) of I.E.ai939. 

Effective Date of 1945 Amendment. 
Act Nov. 8, 1945, | 103(a), was made ap- 
plicable With respect to taxable years 


beginning after Dec. 31, 1945, by sec- 
tion 103(b) thereof. For treatment of 
taxable years beginning in 1945 and end- 
ing in 1946, see sections 108 and 710 of 
I.R.C.1939. 

Effective Date of 1944 Amendments. 
Act June 30, 1944, § 2(a), was made ap- 
plicable to the computation of income 
tax with respect to the taxable years 
beginning after Dec. 31, 1943, by section 
2(b) thereof. 

Act May 29, 1944, § 5(a), was made ap- 
plicable to taxable years beginning after 
Dec. 31, 1943, by section 2 thereof. 

Amendment of section by Act Feb. 25, 
1944, S 102(a), was made applicable to 
taxable years beginning after Dec. 31, 
1943, by section 101 thereof. 

Effective Date of 1942 Amendment. 
Act Oct. 21, 1942, was made applicable 
to taxable years beginning after Dec. 31, 
1941, by section 101 thereof. 

Effective Date o-f 1941 Amendment. 
Act Sept. 20, 1941, was made applicable 
only with respect to taxable years begin- 
ning after Dec. 31, 1940, by section 118 
thereof. 

Treaty Obligntlona, Section 615 of Act 
Oct. 20, 1951, provided that: “No amend- 
ment made by this Act [Act Oct. 20, 
1951] Shall apply in any case where its 
application would be contrary to any 
treaty obligation of the United States.” 

Similar provisions were contained in 
the following Acts: 

1950~Sept. 23, 1950, 3:15 p. m., E.D.T., 
c. 994. Title II, | 21A 64 Stat. 937. 

1944— Feb. 25, 1944, 12:49 p.m., E.W.T., 
c. 63, Title I, | 136, 58 Stat. 63. 

1942— Oct. 21, 1942, 4:30 pm., B.W.T., 
c, 619, Title I, § 109, 56 Stat. 808. 

1941— Sept. 20, 1941, 12:15 p.m., 
c. 412, Title I, 5 108, 55 Stat. 695. 

Text of Amendatory Revenue Acts. 
Complete original text of Bevenue Acts 
amending this section, 1939 to date, see 
volumes “Title 26— Internal Revenue 
Acts”. 

liCgislative History and Congressional 
Comment i For legislative history and 
purpose of Act Oct. 20, 1951, see 1951 
TT.S.Code Cong.Service, p, 1781. See, also. 
Acts Sept. 23, 1950, 1960 U.S Code Cong. 
Service, p. 3053; Nov. 8, 1945, 1945 U.S. 
Code Cong.Service, p. 814; May 29, 1944, 
1944 U.S.Code Cong.Service, p, 1066. 
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§ 401. Definition of “exemption” 

As used in tlie table in section 400, tlie term “number of exemptions**^ 
means the number of the exemptions allowed under section 25(b) as cred* 
its against net income for the purpose of the normal tax and the sur* 
tax imposed by sections 11 and 12. Added Sept. 20, 1941, 12:15 p. m.^ 
E. S. T., c. 412, Title I, § 102(a), 55 Stat. 6 91, amended Oct. 21, 1942, 
4:30 p. m., E. W. T., c. 619, Title I, § 104(b), 56 Stat. 805; May 29, 1944, 
7 p. m., E. W. T., c. 210, Pt. I, § 5(a), 58 Stat. 234; Nov. 8, 1945, 6:1T 
p. m., E. S. T., c. 453, Title I, § 102(b) (10), 59 Stat. 559. 


Historical Note 


1946 Amendment. Act Nor. 8, 1945, 5 
102(b) (10), amended section generally. 

1944 Amendment. Act May 29, 1944, 
amended catcMine and incorporated in 
section a definition of the term “surtax 
exemption’*. 

1942 Amendment. Act Oct. 21, 1942, 
amended section in its entirety. 

Bffectire Date of 1945 Amendment. 

Act Nov. 8. 1946, § 102(b) (10), was made 
applicable to taxable years beginning 
after Dec. 31, 1945, by section 102(c) 

thereof. For treatment of taxable years 
beginning in 1945 and ending in 1946, see 
sections 108 and 710 of I.R.C.1939. 

Effective Date of 1944 Amendment. 

Act May 29, 1944, § 5(a), was made ap- 
plicable to taxable years beginning after 
Dec. 31, 1943, by section 2 thereof. 

Effective Date of 1942 Amendment. 

Act Oct. 21, 1942, was made applicable 
to taxable years beginning after Dee. 31, 
1941, by section 101 thereof. 


Effective Date. Act Sept. 20, 1941, 

was made applicable only with respect to- 
taxable years beginning after Dec. 31, 
1940, by section 118 thereof. 

Treaty Obligations. Section 109 of Act 
Oct. 21, 1942, provided as follows: “No- 
amendment made by this title [sections 
101-172, 181-186 of 1942 Act] shall apply 
in any case where its application would 
be contrary to any treaty obligation of 
the United States.” 

Similar provisions were contained in 
the following Act: 

1941— Sept. 20, 1941, 12:15 p. m., E.S.T., 
c. 412, Title I, $ 108, 55 Stat. 695. 

Text of Amendatory Revenue Acts 
Complete original text of Revenue Acts 
amending this section 1939 to date, see 
volumes “Title 26 — ^Internal Revenue 
Acts”. 

Congressional Comment: For legis- 
lative history and purpose of Act Nov. 
8, 1945, see 1945 U.S.Code Cong.Service, 
p. 814. See, also, Act May 29, 1944, 1944 
U.S.Code Cong.Service, p. 1056. 


§ 402. Manner and effect of election 

The election referred to in section 400 shall be exercised in the manner 
provided In regulations prescribed by the Commissioner with the approval 
of the Secretary. For cases in which election to take the standard deduc- 
tion also constitutes an election to pay the tax imposed by this supplement, 
see section 23 (aa) (3) (D). For cases in which election to file a return 
without showing tax thereon constitutes an election to pay the tax imposed 
hy this supplement, see section 51(f). In the case of a head of a house- 
hold electing to have his tax computed by the collector pursuant to the 
provisions of section 51(f), the tax imposed hy section 400 shall be com- 
puted without regard to the status of the taxpayer as a head of a house- 
hold. Added Sept. 20, 1941, 12:15 p. m., E. S. T., c. 412, Title I, § 102(a), 
55 Stat. 692, amended May 29, 1944, 7 p. m., E. W. T., c. 210, Pt. I, § 5 (a), 
58 Stat. 234; Oct. 20, 1951, 2:07 p. m., E. S. T., c. 521, Title III, § 301 
(b) (2), 65 Stat. 482. 


Historical Note 


1951 Amendment. Act Oct. 20, 1951, 
added last sentence. 

1944 Amendment. Act May 29, 1944, 
amended catchline by inserting “and 
effect”, and amended section to provide 
that the manner of election to pay 
tax under Supp. T. should be exercised 
in the manner prescribed by the Comznls- 
sioner. 


Effective Date of 1951 Amendment. 
Section 301(c) of Act Oct. 20, 1951, pro- 
vided that the amendment should be 
applicable with respect to taxable years 
ending after June 30, 1950. 

Effective Date of 1944 Amendment. 
Act May 29, 1944, was made applicable to 
taxable years beginning after Dec. 81, 
1948, by section 2 thereof. 
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Effective Date. Act Sept. 20, 1941, was 
made applicable only with respect to tax- 
able years beginning after Dec, 31, 1940, 
by section 118 thereof. 

Treaty Obligations. Section 615 of Act 
Oct 20, 1951, provided that: “No amend- 
ment made by this Act [Act Oct. 20, 
19511 shall apply m any case where its 
application would be contrary to any 
treaty obligation of the United States.” 

Similar provisions were contained in the 
following Act- 

104^__Sept 20, 1941, 12 15 p m.. E.S.T., 
c 412, Title I, § lOS, 55 Stat. G9o. 


Text of Anaendatory Bevenno Acts. 
Complete original text of Revenue Acts 
amending this section, 1939 to date, see 
volumes “Title 26~Internal Revenue 
Acts”. 

legislative History and CJongressional 
Comment: For legislative history and 
purpose of Act Oct. 20, 1951, see 1951 U.S. 
Code Cong.Service, p. 1781. See, also, 
Act May 29, 1944, 1944 U.'S.Code Cong. 
Service, p. 1056. 


§ 403. Credits not allowed 

For credits against tax and against net Income not allowed, In the case 
of a taxpayer who elects to pay the tax imposed by this supplement, be- 
cause of the fact that such election constitutes an election to take the 
standard deduction, see section 23 (aa). Added Sept. 20, 1941, 12:15 
p. m., E. S. T., c. 412, Title I, § 102(a), 55 Stat. 692, amended May 29, 
1944, 7 p. m., E. W. T., c. 210, Pt. I, § 5(a), 58 Stat. 234. 


Historical TTote 


1944 Ainen4ment. Act May 29, 1944, 
amended section generally to incorporate 
reference to standard deduction provided 
for in section 23aa. 

Effective Date of 1944 Amendment. 
Act May 29, 1944, was made applicable 
to taxable years beginning after Dec. 31, 
1943, by section 2 thereof. 

Effective Date. Act Sept, 20, 1941, 
was made applicable only with respect 
to taxable years beginning after Dec. 31, 
1940, by section IIS thereof. 

Treaty Obligations. Section 108 of Act 
Sept. 20, 1941, provided as follows: “No 


amendment made by this title tscctlons 
101-118 of 1941 Act] shall apply in any 
case where its application would be con- 
trary to any treaty obligation of the 
United States.” 

Text of Amendatory, Revenue Acts. 
Complete original text of Revenue Acts 
amending this section, 1939 to date, see 
volumes “Title 26— Internal Revenue 
Acts”. 

Congrressional Comment: For legisla- 
tive history and purpose of Act May 29, 
1944, see 1944 U.S.Code Cong.Service, p. 
1056. 


§ 404. Certain taxpayers ineligible 

This supplement shall not apply to a nonresident alien individual, to 
a citizen of the United States entitled to the benefits of section 2 51, to an 
estate or trust, or to an individual making a return for a period of less 
than twelve months on account of a change in the accounting period. For 
provisions making both husband and wife ineligible to elect to pay the 
tax imposed by this supplement if either does not elect to take the standard 
deduction, see section 23 (aa) (4). Added Sept. 20, 1941, 12:15 p. m., 
E S T c. 412, Title I, § 102(a). 55 Stat. 692, amended Oct 21, 1942, 
4:’30 p. m., B. W. T., c. 619, Title I, § 104(c), 56 Stat. 805; Feb. 25, 1944, 
12*49 p m., E. T., c. 63, Title I, § 102(b), 58 Stat. 31; May 29, 1944, 
7 p. m., E. W. T., c. 210, Pt. I, § 5(a), 58 Stat 234. 


Historical Note 


1944 Amendments. Act May 29, 1944, 
amended section by adding provision re- 
lating “to a citizen of the United States 
entitled to the benefits of section 251” 
and omitted provision relating to a mar- 
ried individual. 

Act Feb. 25, 1944, amended section by 
adding “to a citizen of the United States 
entitled to the benefits of section 251,” 
following “nonresident alien individual”. 


1942 Amendment. Act Oct. 21, 1942, 
amended section in its entirety, adding all 
after “estate or trust”. 

EfTcctive Date of 1944 Amendments. 
Act May 29, 1944, was made applicable to 
taxable years beginning after Dec. 31, 
1943 by section 2 thereof. 

Amendment of section by Act Peb. 25, 
1944, was made applicable to taxable 
yea:rs beginning after Dec. 31, 1943, by 
section 101 thereof. 
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EffectiT© Bate ot 1943 Amendment. 
Act Oct. 21, 1942, was made applicable to 
taxable years beginning after Dec. 31^ 
1941, by section 101 thereof. 

Effective Bate of 1941 Amendment. 
Act Sept. 20, 1941, was made applicable 
only with respect to taxable years begin- 
ning after Dec. 31, 1940, by section 118 
thereof. 

Treaty Obligations. Section 136 of Act 
Feb, 25, 1944, provided as follows: “No 
amendment made by this title [sections 
101-137 of 1944 Act] shall apply in any 
case where its application would be con- 
trary to any treaty obligation of tlie 
United States.*’ 


Similar provisions were contained ia 
the following Acts : 

1942— Oct. 21, 1042, 4:30 p, m., E.W.T., 
c. 619, Title I, § 109, 56 Stat. 808. 

1941— Sept. 20, 1941, 12:15 p. m., 
c. 412, Title I, § 108, 55 Stat. 695. 

Text of Amendatory Kevenue Acts* 
Complete original text of Eevenue Acts- 
amending this section, 1939 to date, see 
volumes “Title 26— Internal Revenue 
Acts”. 

Congressional Comment; For legisla- 
tive history and purpose of Act May 29, 
1944, see 1944 U.S.Code Cong.-Service, p. 
1056. 


SUPPDBMBNT U.— TAXATION OF BUSINESS INCOME OF CERTAIN 
SECTION 101 ORGANIZATIONS 


Historical Note 


1960 Amendment. Heading amended to 
read as now set out by Act Sept. 23, 
1950, c. 994, Title III, Pt. I, § 301(a), 64 
Stat 947. 

Prior to said amendment, the supple- 
ment, as added by Act June 9, 1943, 7 
p. m., E.W.T., c. 120, § 8, 57 Stat 149, 
read as follows: ^’Supplement U. — ^Abate- 


ment of Tax for Members of Armed 
Forces Upon Death”. 

Effective Bate of 1950 Amendment. 
Amendment of heading as applicable 
only with respect to taxable years be- 
ginning after Dec. 31, 1950, see note set 
ont under section 421 of I.R.C.1939. 


§ 421. Imposition of tax 

(a) In General. There shall be levied, collected, and paid for each 
taxable year beginning after December 31, 195 0 — 

(1) upon the supplement XT net income (as defined in subsection (c)> 
of every organization described in subsection (b) (1), a normal tax of 
25 per centum of the supplement TJ net income, and a surtax of 22 per 
centum of the amount of the supplement U net income in excess of 
1 2 5,0 00; except that (A) in the case of taxable years beginning before 
April 1, 1951, and ending after March 31, 1951, the normal tax shall be 
28% per centum of the Supplement IT net income, and (B) in the case 
of taxable years beginning after March 31, 1951, and before April 1, 1954, 
the normal tax shall be 30 per centum of the Supplement U net income. 

(2) upon the supplement U net income of every trust described in 
subsection (b) (2), a normal tax computed at the rate and in the man- 
ner provided in section 11 and a surtax computed at the rates and in 
the manner provided In section 12(b). In making such computations 
for the purposes of this section, the term ''the amount of the net income 
in excess of the credits against net income provided in section 25" as 
used in section 11 shall be read as "the amount of the supplement XT net 
income" and the term "surtax net income" as used in section 12(b) shall 
be read as "supplement U net income". 

(b) Organizations subject to tax. 

(1) Organizations taxable as corporations 

(A) Organizations l^empt Under Section 101(1), (6), (7) and (14). 
The taixes imposed by subsection (a) (1) shall supply in the case of any 
organization (other than a church, a convention or association of churches, 
or a trust described in paragraph (2) ) which is exempt, except as pro- 
vided in this supplement, from taxation under this chapter by reason of 
paragraph (1), (6), or (7) of section 101. Such taxes shall also apply 
in the case of a corporation described In section 101(14) if the income 
is payable to an organization which itseir is subject to the tax Irpposed by 
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subsection (a) or to a diurch or to a convention or association of 
churcbes. 

(B) State Colleges and tTniversities. The taxes imposed hy subsection 
(a) (1) shall apply in the case of any college or university which is an 
agency or instrumentality of any government or any political subdivision 
thereof, or which is owned or operated by a government or any political 
subdivision thereof or by any agency or instrumentality of any one or 
more governments or political subdivisions. Such taxes shall also apply 
in the case of any corporation wholly owned by one or more such colleges 
or universities. 

(a) Trusts taxable at individual rates. The taxes imposed by subsec- 
tion (a) (2) shall apply in the case of any trust which is exempt, except 
as provided in this supplement, from taxation under this chapter by rea- 
son of paragraph (6) of section 101 and which, if it were not for such 
exemption, would be subject to the provisions of supplement E. 

(c) Befinition of Supplement U Net Income. The term ‘'supplement U 
net income” of an organization means the amount by which its unrelated 
business net income (as defined in section 422) exceeds $1,000. 

(d) Foreign organizations. The supplement U net income of an organi- 
zation described in subsection (b) (1) or (2) which is a foreign organiza- 
tion shall be its supplement U net income derived from sources within 
the United States determined in accordance with the rules of section 119 
and sections 212, 213(a), 231(c) and (d), and 232(a). Added June 9, 
1943, 7 p. m., E, W. T., c. 120, § 8, 57 Stat. 149, amended Aug. 5, 1947, 
c. 496, § 1, 61 Stat. 778; Aug. 8, 1947, c. 515, § 9, 61 Stat. 918; Sept. 
23, 1950, 3:15 p. m., E. D. T., c. 994, Title III, Pt. I, § 301(a), 64 Stat. 
947; Jan. 3, 1951, 10:13 a. m., c. 1199, Title II, § 201(d), 64 Stat. 1216; 
Oct. 20, 1951, 2:07 p. m., E. S. T., c, 521, Title I, § 121(e), Title III, 
§ 339(a), 65 Stat. 468, 510, 


Historical Note 


1S51 Amendxnent. Sub sec. (a) (1) 
amended by Acts Oct. 20, 1951, § 121 
(e), and Jan. 3. 1951. Act Oct. 20, 1951, 
added exception clause. Act Jan. 3, 1951, 
increased the surtax rate by 2 percent- 
age points from 20 to 22 per centum. 

Subsec. (b) (1) added by Act Oct. 20, 
1951, § 339(a). 

1950 Amendment. Act Sept. 23, 1950, 
amended section generally to omit for- 
mer provisions relating to abatement of 
tax for members of armed forces upon 
death. 

1947 Amendment. Section amended by 
Acts Aug. 8, 1947, and Aug. 5, 1947. Act 
Aug. 8, 1947, amended section by limit- 
ing its operation to members of the armed 
forces dying prior to Jan. 1, 1948 instead 
of prior to the termination of the war 
as proclaimed by the President. 

Act Aug. 5, 1947, amended section gen- 
erally and provided for death prior to 
Jan. 1, 1948, instead of prior to the 
termination of the present war as pro- 
claimed by the President, and accepted 
from income taxes, with respect to any 
taxable year ending on or after Dec. 7, 
1941, an individual dying prior to Jan. 1, 
1948, who was a member of the armed 
forces, whether or not the tax for such 
years was paid. 

Effective Date of 1951 Amendments. 
Amendment of subsec, (a) (1) as appli- 


cable to taxable years beginning after 
Dec. 31, 1950 and ending after Mar. 31, 
1951, see note set out under section 13 of 
I.K.C.1939, 

Amendment of subsec. (b) (1) made 
applicable only with respect to taxable 
years beginning after Dec. 31, 1951, by 
section 339(c) of Act Oct. 20, 1951. 

Amendment of snbsec. (a) (1) by Act 
Jan. 3, 1951 as applicable with respect to 
taxable years beginning on or after 
July 1, 1950, see note set out under sec- 
tion 15 of I.R.C.1939. 

XifTective Date of 1950 Amendments. 
Section 303 of Act Sept. 23, 1950, pro- 
vided that: “The amendments made by 
this part [sections 421-424 of I.B.C.1939 
and amendments of sections 101, 127(c) 
(1), (2), 143, 221, and 238 of I R.C.1939] 
shall be applicable only with respect to 
taxable years beginning after December 
31, 1950. The determination as to whether 
an organization is exempt under section 
101 of the Internal Revenue Code [section 
101 of 1. R.C.1939] from taxation for any 
taxable year beginning before January 1, 
1951, shall be made as if section 301 (b) 
of this Act [amending section 101 of I.R. 
C.1939] had not been enacted and with- 
out inferences drawn from the fact that 
the amendment made by such section Is 
not expressly made applicable with re^ 
spect to taxable years beginning before 
January 1, 1951.” 
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Xiimitations On Clnim For Credit Or 
Kofund. Section 2 of Act Ang. 5, 
provided : “If at any time prior to 
January 1, 1948, the allowance of a credit 
OT refund of an overpayment of the tax 
for any taxable year specified in sec- 
tion 421(a) of the Internal Revenue Code 
(as amended by this Act [subsection (a) 
of this section]) is prevented (except for 
the provisions of section 3S01 [section 
SSOl of I.R.C.1D39] ) by the operation of 
any law or rule of law, a credit or re- 
fund of the overpayment of such tax to 
the extent that the overpayment is at- 
tributable to the change in law made by 
this Act may, nevertheless, be allowed or 
made if a claim therefor is filed before 
January 1, 1949.” 

Treaty Obligations. Section 615 of Act 
Oct. 20, 1951, provided that: “No amend- 
ment made by this Act [Act Oct. 20, 
19511 shall apply in any case where its 


application wonld be contrary to any 
treaty obligation of the United States.” 

Similar provisions were contained in 
the following Act: 

1950~Sept 23, 1950, 3:15 p. m., B.D.T , 
c. 994, Title II, § 214, 64 Stat. 937. 

Text of Amendatory Revenue Acts. 
Complete original text of Revenue Acts 
amending this section, 1939 to date, see 
volumes “Title 26 — Internal Revenue 
Acts”. 

liOgislative History and Congressional 
Comment: For legislative history and 

purpose of Act Oct. 20, 1951, see 1951 U.S. 
Code Cong.Service, p. 1781. See, also. 
Acts Jan. 3, 1951, 1950 U.S.Code Cong. 
Service, p. 4027; Sept. 23, 1950, 1950 U.S, 
Code Cong.Service, p. 3053; Aug. 8, 1947, 
1947 U.S.Code Cong.Service, p. 1668; 
Aug. 5, 1947, 1947 U.S.Code Cong.Service, 

p. 1612. 


§ 432. Unrelated business net income 

(а) Definition. The term "unrelated business net income” means the 
gross income derived by any organization from any unrelated trade or 
business (as defined in subsection (b) ) regularly carried on by it, less the 
deductions allowed by section 23 which are directly connected with the 
carrying on of such trade or business, subject to the following exceptions, 
additions, and limitations: 

(1) There shall be excluded all dividends, interest, and annuities, and 
all deductions directly connected with such income. 

(2) There shall be excluded all royalties (including overriding royal- 
ties) whether measured by production or by gross or net income from 
the property, and all deductions directly connected with such income. 

(3) There shall be excluded all rents from real property (including 
personal property leased with the real property), and all deductions di- 
rectly connected with such rents. 

(4) Notwithstanding paragraph (3), in the case of a supplement TJ 
lease (as defined in section 423(a)) there shall be included, as an item 
of gross income derived from an unrelated trade or business, the amount 
ascertained under section 423(d) (1) and there shall be allowed, as a de- 
duction, the amount ascertained under section 423(d) (2). 

( 5 ) There shall be excluded all gains or losses from the sale, exchange, 
or other disposition of property other than (A) stock in trade or other 
property of a kind which would properly be includible in inventory if on 
hand at the close of the taxable year, or (B) property held primarily for 
sale to customers in the ordinary course of the trade or business. This 
paragraph shall not apply with respect to the cutting of timber which is 
considered, upon the application of section 117(k) (1), as a sale or ex- 
change of such timber. 

(б) The net operating loss deduction provided in section 23 (s) shall 
be allowed, except that — 

(A) the net operating loss for any taxable year, the amount of the 
net operating loss carry-back or carry-over to any taxable year, and the 
net operating loss deduction for any taxable year shall be determined un- 
der section 122 without taking into account any amount of income or 
deduction which is excluded under this supplement in computing the un- 
related business net income; and 

(B) the terms "preceding taxable year” and "preceding taxable years” 
aa used in section 122 shall not include any taxable year for which the 
organization was not subject to the provisions of this supplement. 
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C7) There shall be excluded all income derived from research for (A> 
the United States, or any of its agencies or instrumentalities, or (B) any 
State or political subdivision thereof; and there shall be excluded all de- 
ductions directly connected with such income. 

(8) (A) In the case of a college, university, or hospital, there shalf 
be excluded all income derived from research performed for any person, 
and all deductions directly connected with such income. 

(B) In the case of an organization operated primarily for the purposesi 
of carrying on fundamental research the results of which are freely avail- 
able to the general public, there shall be excluded all income derived fromj 
research performed for any person, and all deductions directly connected 
with such income. 

(9) (A) In the case of any organization described in section 421 (b> 
(1), the so-called “charitable contribution*' deduction allowed by section 
23 (q) shall be allowed (whether or not directly connected with the 
carrying on of the trade or business), but shall not exceed 5 per centum 
of the unrelated business net income computed without the benefit of 
this subparagraph. 

(B) In the case of any trust described in section 421 (b) (2), the so- 
called “charitable contribution’* deduction allowed by section 23 (o) shall 
be allowed (whether or not directly connected with the carrying on of 
the trade or business), and for such purpose a distribution made by the: 
trust to a beneficiary described in section 23 (o) shall be considered aa 
a gift or contribution. The deduction allowed by this subparagraph shall 
not exceed 15 per centum of the unrelated business net income computed^ 
without the benefit of this subparagraph. 

If a trade or business regularly carried on by a partnership of which 
an organization is a member is an unrelated trade or business with respect 
to such organization, such organization in computing its unrelated busi- 
ness net income shall, subject to the exceptions, additions, and limitations^ 
contained in paragraphs (1) through (9) above, include its share (wheth- 
er or not distributed) of the gross income of the partnership from such, 
unrelated trade or business and its share of the partnership deductions 
directly connected with such gross income. If the taxable year of the 
organization is different from that of the partnership, the amounts to be 
so included or deducted in computing tbe unrelated business net income 
shall be based upon the income and deductions of the partnership for any 
taxable year of the partnership (whether beginning on, before, or after- 
January 1, 1951) ending within or with the taxable year of the organi- 
zation. In the case of an organization described in section 3813(a) (2) 
which is a member of a partnership all of whose members are organ- 
izations described in section 3813(a) (2), if a trade or business regularly^ 
carried on by such partnership is an unrelated trade or business with 
respect to such organization, such organization shall, for taxable years^ 
beginning before January 1, 1954, be allowed a deduction in an amount 
equal to the portion of the gross income of such partnership from such* 
unrelated trade or business which such organization is required (by a 
provision of a written contract executed by such organization prior to 
January 1, 1950, which provision expressly deals with the disposition of 
the gross income of the i>artnership) to pay within the taxable year in 
discharge of indebtedness incurred by such organization in acquiring ita 
share of such trade or business, or to irrevocably set aside within the tax- 
able year for the discharge of such indebtedness (to the extent that such 
amount has been so paid or set aside) if (i) such partnership was formed 
prior to January 1, 19 50, for the purpose of carrying on such trade olr 
business, and (ii) substantially all the assets used in carrying on such 
trade or business ‘were acquired by it or by its members prior to suchi 
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date. A used in the preceding sentence, the word "indebtedness*' does 
not include indebtedness incurred after January 1, 1950. 

(b) Unrelated trade or business. The term "unrelated trade or busi- 
ness** means, in the case of any organization subject to the tax imposed 
by section 421(a), any trade or business the conduct of which is not 
substantially related (aside from the need of such organization for in- 
come or funds or the use it makes of the profits derived) to the exercise or 
performance by such organization of its charitable, educational, or other 
purpose or function constituting the basis for its exemption under section 
101 (or, in the case of an organization described in section 421 (b) (1) 
(B), to the exercise or performance of any purpose or function described 
in section 101(c)), except that such term shall not include any trade or 
business — 

(1) in which substantially all the work in carrying on such trade or 
business is performed for the organization without compensation; or 

(2) which is carried on, in the case of an organization described in 
section 101(6) or in the case of a college or university described in sec- 
tion 421(b) (1) (B), by the organization primarily for the convenience 
of its members, students, patients, officers, or employees; or 

(3) which is the selling of merchandise, substantially all of which 
has been received by the organization as gifts or contributions. The 
term "unrelated trade or business** means, in the case of a trust com- 
puting its unrelated business net income under this section for the pur- 
poses of section 162(g) (1), any trade or business regularly carried on 
by such trust or by a partnership of which it is a member. If a pub- 
lishing business carried on by an organization during a taxable year be- 
ginning before January 1, 1953, is, without regard to this sentence, an 
unrelated trade or business, but before the beginning of the third suc- 
ceeding taxable year the business is carried on by it ( or by a successor who 
acquired such business in a liquidation which would constitute a tax-free 
exchange under section 112(b) (6)) in such manner that the conduct 
thereof is substantially related to the exercise or performance by such 
organization (or such successor) of its educational or other purpose or 
function described in section 101(6), such publishing business shall not 
be considered, for the taxable year, as an unrelated trade or business. 
Added Sept. 23, 1950, 3:15 p. m., E. D. T., c. 994, Title III, Pt. I, § 301(a), 
64 Stat. 947, amended Oct 20, 1951, 2:07 p. m., E. S. T., c. 521, Title 
III, §§ 339(b), 347(a), 348 (a), 66 Stat. 510, 618. 


Historical Note 


1951 Amendmeiat. Subsec. (a) amend- 
ed by Act Oct. 20, 1951, § 348(a), to add 
last sentence. 

Snbsec. (b) amended by Act Oct, 20, 
1951, §§ 339(b), 347(a), respectively, which 
inserted “(or, in the case ♦ ♦ • 
section 101(6) )” following “section KML’^ 
in opening paragraph, inserted “or in the 
case ♦ • * section 421(b) (1) (13)“ 
following “section 101(6)” in paragraph 
(2), and added last sentence. 

Effective Bate el 1951 Amendment. 
Amendment of snbsec. (a) made ap- 
plicable with respect to taxable years be- 
ginning after Dec. 31, 1950, and prior to 
Jan. 1, 1954, by section 348(b) of Act Oct« 
20, 1951. 

Amendment of subsec. (b) by section 
339(b) of Act Oct. 20, 1961, made applica- 
ble only with respect to t^able y^s 
beginning after Dec. 31, 1951, by section 
339 (c> of Act Oct. 20, 1951. Amendment 


of subsec. (b) by section 347(a) made 
applicable with respect to taxable years 
beginning after Dee. 31, 1050, and prior 
to Jan. 1, 1953, by section 347(b) of Act 
Oct. 20, 1951. 

Effective Bate., Section as applicable 
with respect to taxable years beginning 
after Dec 31 1960, see note set out un- 
der section 421 of I.I1.0.1939. 

Treaty Obligations. Section 615 of 
Act Oct. 20, 1951, provided that: “No 
amendment made by this Act [Act Oct. 20, 
1951J shall apply in any case where its 
application would be contrary to any 
treaty obligation of the United States.” 

Similar provisions were contained in the 
following Act: 

1950— Sept. 23. 1950, 3:15 p. m , B.D.T , 
c. 994, Title II, § 214, 64 Stat 937. 

Text of Amendatbry Eevenue Acts. 
CJompietc original t«t of Revenue Acts 
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amending this section, 1939 to date, I/eg-islativo History: For legislative 
see volumes “Title 26 — ^Internal Bevenne Mstory and purpose of Act Oct. 20, 1951, 
Acts”. see 1951 U.S.Code Cong.Service, p. 1781. 

§ 4S3. Supplement XT lease 

(a) Definition of supplement XT lease. The term “supplement U lease’* 
means a lease lor a term of more than five years of real property by an 
organization (or by a partnership of which it is a member), if at the 
close of the lessor’s taxable year there is a supplement U lease indebted- 
ness (as defined in subsection (b)) with respect to such property. In 
computing the term of a lease which contains an option for renewal or 
extension, the term of such lease shall be considered as including any 
period for which such option may be exercised; and the term of any 
lease made pursuant to an exercise of such option shall include the period 
during which the prior lease was in effect. If real property is acquired 
subject to a lease, the term of such lease shall be considered to begin on 
the date of such acquisition. No lease shall be considered a supplement XT 
lease if (A) such lease is entered into primarily for purposes which are 
substantially related (aside from the need of such organization for income 
or funds or the use it makes of the rents derived) to the exercise or per- 
tormance by such organization of its charitable, educational, or other pur- 
pose or function constituting the basis for its exemption under section 
101, or (B) the lease is of premises in a building primarily designed for 
occupancy, and occupied, by the organization. If a lease for more than 
five years to a tenant is for only a portion of the real property, and space 
in the real property is rented during the taxable year under a lease for 
not more than five years to any other tenant of the organization, leases 
of the real property for more than five years shall be considered as sup- 
plement XT leases during the taxable year only if — 

(1) the rents derived from the real property during the taxable year 
under such leases represent 50 per centum or more of the total rents 
derived during the taxable year from the real property; or the area of 
the premises occupied under such leases represents, at any time during the 
taxable year, 50 per centum or more of the total area of the real prop- 
erty rented at such time; or 

(2) the rent derived from the real property during the taxable year 
trom any tenant under such a lease, or from a group of tenants (under 
such leases) who are (A) members of an affiliated group (as defined in 
section 141) or (B) partners, represents more than 10 per centum of 
tue total rents derived during the taxable year from such property; or 
the area of the premises occupied by any one such tenant, or by any such 
group of tenants, represents at any time during the taxable year more 
than 10 per centum of the total area of the real property rented at such 
time. 

(b) Supplement XT lease indebtedness. The term “supplement XT lease 
indebtedness” means, with respect to any real property leased for a term 
of more than five years, the unpaid amount of — 

(1) the indebtedness incurred by the lessor In acquiring or improving 

such property; 

(2) the indebtedness incurred prior to the acquisition or improvement 
of such property if such indebtedness would not have been incurred but 
for such acquisition or improvement; and 

(3) the indebtedness incurred subsequent to the acquisition or improve- 
ment of such property if such indebtedness would not have been in- 
curred but for such acquisition or improvement and the incurrence of 
such indebtedness was reasonably foreseeable at the time of such ac- 
quisition or improvement. 

Where real property is acquired subject to a mortgage or other similar 
lien, the amount of the Indebtedness secured by such mortgage or lien 
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sliall he considered (wdetlier tlie aeauisition was hj gift, devise, or pur- 
chase) as an indebtedness of the lessor incurred in acquiring such prop- 
erty even though the lessor did not assume or agree to pay such indebted- 
ness, except that where real property was acquired by gift, bequest, or 
devise prior to July 1, 1950, subject to a mortgage or other similar lien, 
the amount of such mortgage or other similar lien shall not be consid- 
ered as an indebtedness of the lessor incurred in acquiring such property. 
Where real property was acquired by gift, bequest, or devise prior to 
July 1, 195 0, subject to a lease requiring improvements in such property 
upon the happening of stated contingencies, indebtedness incurred in im- 
proving such property in accordance with the terms of such lease shall 
not be considered as an indebtedness for purposes of this subsection. In 
the case of a corporation described in section 101(14), all of the stock of 
which was acquired prior to July 1, 1950, by an organization described 
in paragraph (1), (6), or (7) of section 101 (and more than one-third 
of such stock was acquired by such organization by gift or bequest), any 
Indebtedness incurred by such corporation prior to July 1, 1950, and any 
Indebtedness incurred by such corporation on or after such date in Im- 
proving real property in accordance with the terms of a lease entered 
into prior to such date, shall not be considered as an indebtedness with 
respect to such corporation or such organization for purposes of this sub- 
section. In determining the amount of the supplement IT lease indebted- 
ness where only a portion of the real property is subject to a supplement 
U lease, proper allocation to the premises covered by such lease shall 
be made of the indebtedness incurred by the lessor with respect to the 
real property. 

(c) l^ersonaj property leased with real property. For the purposes of 
this section, the term ‘'real property” and the term “premises” include 
personal property of the lessor leased by it to a lessee of its real estate 
if the lease of such personal property is made under, or in connection 
with, the lease of such real estate. 

(d) Treatment of supplement XT lease rents and deductions. In com- 
puting under section 422(a) the unrelated business net income for any 
taxable year — 

(1) Fercentage of rents taken into account. There shall be included 
with respect to each supplement U lease, as an item of gross income de- 
rived from an unrelated trade or business, an amount which is the same 
percentage (but not in excess of 100 per centum) of the total rents de- 
rived during the taxable year under such lease as (A) the supplement U 
lease indebtedness, at the close of the taxable year, with respect to the 
premises covered by such lease is of (B) the adjusted basis, at the close 
of the taxable year, of such premises. 

(S) Fercentage of deductions taken into account. There shall be al- 
lowed with respect to each supplement IT lease, as a deduction to be 
taken into account in computing unrelated business net income, an 
amount which is the same percentage (but not in excess of 100 per 
centum) of the sum determined under paragraph (3) as the amount de- 
termipM under clause (A) of paragraph (1) is of the amount determined 
under clause (B) of such paragraph. 

(^) Deductions allowable. The sum referred to in paragraph (2) is 
the sum of the following deductions allowable under section 23: 

(A) Taxes and other expenses paid or accrued during the taxable year 
upon or with respect to the real property subject to the supplement IT 
lease. 

(B) Interest paid or accrued during the taxable year on the supplement 
IT lease indebtedness. 
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(C) A reasonable allowance for exhaustion, wear and tear (including 
a reasonable allowance tor obsolescence) of the real property subject 
to such lease. 

Where only a portion of the real property is subject to the supplement TJ 
lease, there shall be taken into account under subparagraph (A), (B), or 
(C) only those amounts which are properly allocable to the premises 
covered by such lease. Added Sept. 23, 19 50, 3:15 p. m., c. 9^4, 

Title in, Ft, I, § 201(a), 64 Stat. 947. 

Historical Hote 

Effective Date. Section as applicable Treaty O Migrations. Section 214 of Act 
with respect to taxable years beginning Sept. 23, 1950, provided that : “No amend- 
after Dec. 31, 1950, see note set out un- ment made by this Act [Act Sept. 23, 1950] 
der section 421 of I.B.C.1939. shall apply in any case where its applica- 

tion would be contrary to any treaty ob- 
ligation of the United States.’^ 

§ 4^4. Taxes of foreign countries and possessions of the United States 

The amount of income, war-profits, and excess-profits taxes imposed by 
foreign countries or possessions of the United States shall be allowed as 
a credit against the tax of an organisation subject to the tax imposed by 
section 421 (a) to the extent provided in section 121; and in the case of 
the tax imposed hy section 421(a), the term ‘‘normal-tax net income” and 
the term “net income” as used in section 131 shall be read as “supplement 
U net income”. Added Sept 23, 1950, 3:15 p. m. E.D.T., c. 994, Title 
III, Ft. I. § 301(a), €4 Stat. 947. 

Historical Note 

Effective Date. Section as applicable Treaty Obllgratlons. iSection 214 of Act 
With respect to taxable years beginning Sept. 23, 1950, provided that: “No amend- 
after Dec. 31, 1950, see note set out nn- ment made by this Act [Act Sept. 23, 
det section 421 of I-B,,C.1939. 1950] shall apply in any case where its 

application would be contrary to any 
treaty obligation of the United States.” 


SUBCHAPTER D. — EXCESS PROFITS TAX 


§§ 4S0-474 


Historical Note 


Sections 430-459 constituted Part I — 
Kate and Computation of Tax. 

Sections 461-4(35 constituted Part II — 
Excess Profits Credit Based On Income In 
Connection With Certain Exchanges 
Sections 470-472 constituted Part HI — 
Invested Capital In Connection With 
Certain Changes And Liquidations. 

Section 474 constituted Part IV— Ex- 
cess Profits Credit Based On Income 
Tn Connection With Certain Taxable Ac- 
quisitions Occurring Prior To December 
1, 1950. 

Sections 430-458 added to I.R C 1939 by 
Act Jan, 3, 1951, 10 :13 a. m. c. 1199, Title 
I, § 101, 64 Stat. 1137-1191 
Section 459 added to I R C.1939 by Act 
Oct. 20, 1951, 2:07 pm, E S T., c. 521, 
Title V, § 516(a), 517-519, 65 Stat. 553. 

Sections 461-465 added to I.R C 1939 by 
Act Jan. 3 1951, 10 ;13 a. m., c. 1199, Title 
I, § 101, 64 Stat. 1191-1210 
Sections 470-472 added to I.R C.1939 by 
Act Jan. 3, 1951, 10 :13 a. m , c. 1199, Title 
I, § 101, 64 Stat. 1210-1216. 


Section 474 added to I.R C 1939 by Act 
Oct. 20, 1951, 2:07 p. m., E S.T„ c. 621, 
Title V, § 521(a), 65 Stat. 557. 

Section 430 amended Oct. 20, 1951, 2:07 
p. m., E.ST., c. 521, Title I, §§ 121(b), 
131(b), Title V, § 501, 65 Stat 465, 473,. 
541; July 16, 1933, c. 202, 67 Stat. 175, 
related to imposition of tax. 

Section 431 related to definition of ad-^ 
justed excess profits net income. 

Section 432, amended July 16, 1953, c.. 
202, 67 Stat, 17o, related to unused ex- 
cess profits credit adjustment. 

Section 433 amended Oct. 20, 1951, 2:07 
p m, E.ST., c. 521, Title III, §§ 325(e> 
(1), 336(c) (1), Title V, §§ 602, 508(b, c), 
63 Stat. 502, 508, 543, 549 ; July 8, 1952, c. 
592, § 1(c), 66 Stat. 444; July 21, 1952, c. 
951, § 4, 66 Stat. 819; Aug. 15, 1953, c. 
512, Title I, § 105(a), 67 Stat. 616, related 
to excess profits net income. 

Section 4S4 related to excess profits 
credit allowance. 

Section 435, amended Oct. 20, 1951, 2:67 
p. m„ E.S.T., c. 621. Title V, §§ 503, 604 
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<a), 505, 50G(a, c), 507, 509(b) (1), 516(b), 
521(b) (1), Title VI, § 602(a), 65 Stat 544, 
550, 553, 560, 563, related to excess profits 
•credit based on income. 

Section 438 related to excess profits 
credit based on invested capital. 

Section 437, amended Oct. 10, 1951, c. 
480, § 1, 65 Stat. 387, related to invested 
capital credit. 

Section 438, amended Oct. 20, 1951, 2:07 
p. m., E S T.. e. 521, Title V, § 506(b), 65 
Stat. 546, related to new capital credit 
cliang-es. 

Section 439 related to borrowed capital. 

Section 440, amended Oct. 20, 1951, 2:07 
p. m., B S T., c. 521, Title IV, § 325Ce) (2), 
“Title V, I 508 (a), 65 Stat. 502, 549, re- 
lated to admissible and inadmissible as- 
sets. 

Section 441 related to rules for deter- 
mining credit. 

Section 442, ainended Oct. 20, 1951, 2*07 
p. m., ES.T, c. 521, Title D, §§ o09(a), 
510, 65 Stat. 550, related to average base 
period net income— abnormalities during 
base period. 

Section 443, amended Oct 20, 1951, 2:07 
p m., B.S.T., c. 521, Title V, § 511, C5 Stat. 
ool, related to average base period net 
income — change in products or services. 

Section 444, amended Oct. 20, 1951, 2:07 
p. m., E.S.T., c. 521, Title V, § 520, 65 
“Stat. 557, related to average base period 
net income — ^increase in capacity for pro- 
eduction or operation. 

Section 445. amended Oct. 20, 1953, 2:07 
p. m., B.S.T,, c. 521, Title V, § 512, 65 
Stat, 552, related to average base period 
net income — new corporation. 

Sections 446, 447 related to average 
liase period net income — depressed in- 
dustry subgroups; and industry base 
period rates of return. 

Section 448, amended Oct. 20, 1951, 2:07 
p. m., B ST, c 521, Title Y, §§ 513, 514, 
*65 Stat. 552, related to excess profits 
^credit — ^regulated public utilities 

Section 449 related to personal service 
’Corporations. 

Section 450, amended Oct. 20, 1951, 2:07 
p. m., B S T., c. 521, Title V, § 522, 65 
Stat. 562, related to corporations en- 
gaged in mining of strategic minerals. 

Sections 451, 452 related to capitaliza- 
tion of advertising, etc., expenditures 
and adjustment in case of position in- 
consistent with prior income tax lia- 
bility. 

•Section 453, amended Oct. 20, 1951, 
■2:07 p. m., B S T., c. 521, Title V, § 515, 
'65 Stat. 552, related to nontaxable iu- 
•come from certain mining and timber 
operations, and from natural gas prop- 
-erties. 

Section 454, amended Oct. 20, 1951, 2:07 
p. m., B.S.T., c. 521, Title HI, § 313<c), 
85 Stat. 490, related to exempt corpora- 
tions. 

Sections 455, 450 related to relief for 
Instalment basis taxpayers and taxpay- 
ers with Income from long-term contracts 


and abnormalities in income in taxable 
period. 

Section 457, amended July 21, 1952, c 
951, I 1, 66 Stat. 818, related to corpora- 
tions completing contracts or making 
deposits under Merchant Marine Act, 

Section 458 related to historical invest- 
ed capital. 

Section. 459, amended July 21, 1952, 
c. 951, § 2, 66 Stat. 818, related to mis- 
cellaneous provisions. 

Section 4C1, amended Oct. 21, 1951, 2:07 
p.m., 32S.T.. c. 521, Title V, § 509(b) (2), 
521(b) (2), 65 Stat. 551, 561 related to 
definitions. 

Section 462, amended Oct 20, 1951, 2:07 
p.m., B.S.T., c. 521, Title V, §§ 504(b), 
521(b) (3), (4), 65 Stat 544, 561, related 
to average base period net income — deter- 
mination. 

Section 463, amended Oct. 20, 1951, 2:07 
p. m , E S T., c. 521, Title V, § 521(b) (5), 
65 Stat. 562, related to capital changes 

Section 464, amended Oct 20, 1951, 2*07 
p. m., ES.T., c. 521, Title V, § 521(b) (6), 
65 Stat. 562, related to capital changes 
during the base period. 

Section 465 related to foreign corpora- 
tions. 

Sections 470-472 related to adjusted 
basis of assets received in certain inter- 
corporate liquidations, exchanges and in- 
vested capital adjustment at the time 
of taxfree intercorporate liquidations. 

Section 474 related to excess profits 
credit based on income. 

Termination Bate. 1950 excess profits 
tax terminated Dec. 31, 1953 in view of 
the extension to such date effected by the 
amendment of Act July 16, 1953, c. 202 
67 Stat 175 to sections 430 (a, c) and 432 
(b), I.E.C.1939. 

Text of Revenue Acts. Complete orig- 
inal text ot Revenue Acts and amend- 
ments thereto classified to sections 430- 
474, see Special Excess Profits Tax Vol- 
ume and volumes “Title 26 — ^Internal Rev- 
enue Acts^'. 

Victory Tax On Individuals. Former 
subchapter D, consisting of sections 
450-456, 465-470, 475 and 476, was added 
to the Internal Revenue Code by Act Oct 
21, 1942, 4 *30 p. m , B W.T , c. 619, Title I, 
§ 172(a), 56 Stat. 884 and made effective 
Jan. 1 1943 and applicable to all wages as 
defined in Part II of said sub chap ter 
[former sections 465-470 of I.R.C.1939I 
paid on or after such date by section 
172(g) of said Act Oct. 21, 1942. 

Former section 450, amended Feb. 25, 
1944, 12:49 p.m., B.Vr.T., c. 63, Title I, 
5 106(a), 68 Stat. 31, related to the imposi- 
tion of the victory tax. 

Former sections 451 and 452, related to 
victory tax net income and specific ex- 
emptions, respectively. 

Former section 463, amended Oct. 28, 
1943, c. 290, S 1, .57 »Stat 584, related to 
credit against victory tax. 
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Former sections 454 and 455 related to 
post war credit or refund of victory 
tax and returns, respectively. 

Former section 456, amended Oct. 28, 
1U% c. 290, § 2(c), 57 -Stat, 5S4; Feb. 25, 
1944, 12:49 p. m., E.W.T., c. 63, Title I, 
§ 106(c), 58 Stat. 31, related to limitation 
on victory tax. 

Former sections 465-470 related to defi- 
nitions, tax collected at source, with- 
boldrng- agent, return and payment by 
witblioldmg agent, receipts and penal- 
ties, respectively. 

Former section 475 related to defini- 
tions. 

Former section 476, amended June 9, 
1943, 7 p. m., E.W.T., c. 120, § 2(c), 57 
Stat. 139, related to expiration date. 


Said former sections 450-452, 455, 456, 
4^-470, 475, and 476, were repealed by 
Act May 29, 1944, 7 p. m., c. 210, 

Part I, § 6(a), 58 Stat. 234, and repeal 
made applicable witb respect to taxable 
years beginning- after Dec. 31, 1943 by 
section 2 of said Act May 29, 1944. 

Said former section 453 was repealed 
by Act Feb. 25, 1944, 12:49 p m., B.W T., 
c. 63, Title I, § 106(b), 58 Stat. 31. and 
repeal made applicable to taxable years 
beginning after Dee. 31, 1943 by section 
101 of said Act Feb. 25, 1944. 

Said former section 454 was repealed 
by Act Oct. 28, 1943, c. 290. § 2(a), 57 
Stat. 584, and repeal made applicable with 
respect to taxable years beginning after 
Dec. 31, 1942 by section 3 of said Act 
Oct. 28, 1943. 


STOCHAPTER E. — ^TAX ON SELF-EMPLOYMENT INCOME 
Historical Note 

1950 Amendmejit. Sub chapter added by 
Act Aug. 28, 1950, c. 809, Title H, § 20S(a), 

64 Stat 504. 

§ 480. Bate of tax 

In addition to other taxes, there shall be levied, collected, and paid foir 
each taxable year beginning after December 31, 1950, upon the self-em- 
ployment income of every individual, a tax as follows: 

(1) In the case of any taxable year beginning after December 31, 1950, 
and before January 1, 1954, the tax shall be equal to 2^^ per centum of 
the amount of the self-employment income for such taxable year. 

(2) In the case of any taxable year beginning after December 31, 1953, 
and before January 1, 1960, the tax shall be equal to 3 per centum of the 
amount of the self-employment income for such taxable year. 

(3) In the case of any taxable year beginning after December 31, 1959, 
and before January 1, 1965, the tax shall be equal to 3% per centum 
of the amount of the self-employment income for such taxable year, 

(4) In the case of any taxable year beginning after December 31, 1964, 
and before January 1, 1970, the tax shall be equal to 4^ per centum of 
the amount of the self-employment income for such taxable year. 

(5) In the case of any taxable year beginning after December 31, 1969, 
the tax shall he equal to 4% per centum of the amount of the self-em- 
ployment income for such taxable year. Added Aug. 28, 1950, c. 809, 
Title n, § 208(a), 64 Stat. 540. 

Historical Note 

legislative History: For legislative 
history and purpose of Act Aug. 28, 1950, 
see 1950 tJ.S Code Cong.Service, p. 3287. 

§ 481. Definitions 

For the purposes of this subchapter— 

(a) Net earnings from self-employment. The term "net earnings from 
self-employment" means the gross income derived by an individual from 
any trade or business carried on by such individual, less the deductions 
allowed by this chapter which are attributable to such trade or business, 
plus his distributive share (whether or not distributed) of the ordinary 
net income or loss, as computed under section 183, from any trade or 
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business carried on by a partnership of which he is a member; except 
that in computing such gross income and deductions and such distributiTs 
share of partnership ordinary net income or loss — 

( 1 ) There shall be excluded rentals from real estate (including per- 
sonal property leased with the real estate) and deductions attributable 
thereto, unless such rentals are received in the course of a trade or busi- 
ness as a real estate dealer; 

( 2 ) There shall be excluded income derived from any trade or business 
In which, if the trade or business were carried on exclusively by em- 
ployees, the major portion of the services would constitute agricultural 
labor as defined in section 1426(h); and there shall he excluded all de- 
ductions attributable to such income; 

(3) There shall be excluded dividends on any share of stock, and inter- 
est on any bond, debenture, note, or certificate, or other evidence of in- 
debtedness, issued with interest coupons or in registered form by any cor- 
poration (including one issued by a government or political subdivision 
thereof), unless such dividends and interest (other than interest described 
in section 25 (a) ) are received in the course of a trade or business as- 
a dealer in stocks or securities; 

(4) There shall be excluded any gain or loss (A) which is considered as 
gain or loss from the sale or exchange of a capital asset, (B) from the 
cutting of timber, or the disposal of timber or coal, if section 117 (j) is- 
applicable to such gain or loss, or (C) from the sale, exchange, involun- 
tary conversion, or other disposition of property if such property is 
neither (i) stock in trade or other property of a kind which would prop- 
erly be includible in inventory if on hand at the close of the taxable year, 
nor (ii) property held primarily for sale to customers in the ordinary- 
course of the trade or business; 

(5) The deduction for net operating losses provided in section 23 {s> 
shall not be allowed; 

(6) (A) If any of the income derived from a trade or business (other 
than a trade or business carried on by a partnership) is community in- 
come under community property laws applicable to such income, all of the 
gross income and deductions attributable to such trade or business shall 
be treated as the gross income and deductions of the husband unless the' 
wife exercises substantially all of the management and control of such 
trade or business, in which case all of such gross income and deductions 
shall be treated as the gross income and deductions of the wife; 

(B) If any portion of a partner’s distributive share of the ordinary net 
income or loss from a trade or business carried on by a partnership is 
community income or loss under the community property laws applicable- 
to such share, all of such distributive share shall be included in computing 
the net earnings from self-employment of such partner, and no part or 
such share shall be taken into account in computing the net earnings from 
self-employment of the spouse of such partner; 

(7) (A) In the case of any taxable year beginning before the effective 
date specified in section 3810, the term "'possession of the United States” 
when used in section 251 with respect to citizens of the United States shall 
include Puerto Rico; 

(B) In the case of any taxable year beginning on or after the effective 
date specified in section 3810, a resident of Puerto Rico shall compute his 
net earnings from self-employment in the same manner as a citizen of' 
the United States but without regard to the provisions of section 116 (Z). 

If the taxable year of a partner is different from that of the partner- 
ship, the distributive share which he is required to include in comput- 
ing his net earnings from self-employment shall be based upon the or- 
dinary net income or loss of the partnership for any taxable year of the* 
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partnersMp (even tlioiigli beginniBg prior to January 1, 1951) ending 
within or with his taxable year. 

(b) Self-employment income. The term “self-employment income’* 
means the net earnings from self-employment derived by an individual 
(other than a nonresident alien individual) during any taxable year be- 
ginning after December 31, 1950; except that such term shall not in- 
clude — 

(1) That part of the net earnings from self-employment which is in ex- 
cess of: (A) $3,600, minus (B) the amount of the wages paid to such 
individual during the taxable year; or 

(2) The net earnings from self-employment, if such net earnings for 
the taxable year are less than $400. 

For the purposes of clause (1) the term “wages” includes such remunera- 
tion paid to an employee for services included under an agreement en- 
tered into pursuant to the provisions of section 218 of the Social Security 
Act (relating to coverage of State employees) as would be wages under 
section 142 6 (a) if such services constituted employment under section 
1426 (b). In the case of any taxable year beginning prior to the effective 
date specihed in section 3810, an individual who is a citizen of Puerto 
Rico (but not otherwise a citizen of the United States) and who is not a 
resident of the United States or of the Virgin Islands during such taxable 
year shall be considered, for the purposes of this subchapter, as a nonres- 
ident alien individual. An individual who is not a citizen of the United 
States but who is a resident of the Virgin Islands or (after the effective 
date specified in section 3810) a resident of Puerto Rico shall not, for 
the purposes of this subchapter, be considered to be a nonresident alien 
individual. 

<c) Trade or business. The term “trade or business”, when used with 
reference to self-employment income or net earnings from self-employ- 
ment, shall have the same meaning as when used in section 23, except 
that such term shall not include — 

(1) The performance of the functions of a public office; 

(2) The performance of service by an individual as an employee (other 
than service described in section 1426 (b) (16) (B) performed by an in- 
dividual who has attained the age of eighteen) ; 

( 3 ) The performance of service by an individual as an employee or em- 
ployee representative as defined in section 1532; 

(4) The performance of service by a duly ordained, commissioned, or 
licensed minister of a church in the exercise of his ministry or by a mem- 
ber of a religious order in the exercise of duties required by such order; 
or 

(5) The performance of service by an individual in the exercise of his 
profession as a physician, lawyer, dentist, osteopath, veterinarian, chiro- 
practor, naturopath, optometrist, Christian Science practitioner, architect, 
certified public accountant, accountant registered or licensed as an ac- 
countant under State or municipal law, full-time practicing public ac- 
countant, funeral director, or professional engineer; or the performance 
of such service by a partnership. 

(d) Employee and wages. The term “employee” and the term “wages” 
shall have the same meaning as when used in subchapter A of chapter 
-S. Added Aug. 28, 1950, c. 809, Title II, § 208 (a), 64 Stat. 640, amend- 
ed Sept. 23, 1950, 3:15 p. m., E.D.T. c. 994, Title 11, § 221(j) (1), 64 
Stat. 946; Oct. 20, 1951, 2:07 p. m., E. S. T., c. 521, Title MI, § 325(d). 
65 Stat 502. 
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Historical Note 


Beferences Im Text. “Section 218 of 
the Social Security Act”, referred to in 
eubsec. (b), is classified to section 418 of 
Title 42, The Public Health and Welfare. 

1951 Amendment. Subsec, (a) <4) 

amended by Act Oct. 20, 1951, $ 325(d), 
which substituted “cutting of timber, or 
disposal of timber or coal” in lieu of 
“cutting or disposal of timber”. 

1950 Amendment. Subsec. (a) (7) 

amended by Act Sept. 23, 1950, § 221 (j) (1)» 
to make it applicable to Puerto Rico, 
and to provide the basis for computa- 
tion of net earnings. 

Xlffective Bate of 1951 Amendment. 
Amendment of subsec. (a) (4) made ap- 
plicable only with respect to taxable 
years ending after Dec. 31, 1950 (wheth- 
er the contract was made on, before or 
after such date) but shall apply only 
with respect to amounts received or ac- 
crued after such date, by section 325(f) 
of Act Oct. 20, 1951. 

Effective Bate of 1950 Amendments. 
Amendment of section by Act Sept. 23, 


1950, as applicable -with respect to taxa- 
ble years beginning after Dec. 31, 1950, 
see note set out under section 251 of I.R. 
C.1939. 

Treaty Obligations. Section 615 of Act 
Oct. 20, 1951, provided that: “No amend- 
ment made by this Act [Act Oct. 20-, 
1931] shall apply in any case where its 
application would be contrary to any 
treaty obligation of the United States.” 

Similar provisions were contained ia 
the following Act: 

1950— Sept. 23, 1950, 3:15 p. m., E.D.T., 
c. 994, Title II, § 214, 64 Stat 937. 

Text of Amendatory Revenue Actw. 
Complete original text of Revenue Acts 
amending this section, 1939 to date, see 
volumes “Title 26— Internal Revenue 
Acts”. 

liOgislative History: For legislative 
history and purpose of Act Oct. 20, 1951, 
see 1951 U.S.Code Cong.Service, p. 1781. 
See, also, Act Sept 23, 1950, 1950 U.S. 
Code Cong.Service, p. 3053. 


§ 482. Miscellaneous provisions 

(a) Returns. Every individual (other than a nonresident alien individ- 
ual) having net earnings from self-employment of $400 or more for the 
taxable year shall make a return containing such information for the pur- 
pose of carrying out the provisions of this subchapter as the Commission- 
er, with the approval of the Secretary, may by regulations prescribe 
Such return shall be considered a return required under section 51 (a>. 
In the case of a husband and wife filing a joint return under section 51 

(b), the tax imposed by this subchapter shall not be computed on the ag- 
gregate income but shall be the sum of the taxes computed under this 
subchapter on the separate self-employment income of each spouse. 

(b) Title of subchapter. This subchapter may be cited as the “Self- 
Employment Contributions Act.” 

(c) Effective date in case of Puerto Rico. For effective date in case of 
Puerto Rico, see section 3810. 

(d) Collection of taxes in Virgin Islands and Puerto Rico. For provi- 
sions relating to collection of taxes in Virgin Islands and Puerto Rico, see 
section 3811. Added Aug. 10, 1950, c. 809, Title II, § 208(a), 64 Stat. 
540. 
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CHAPTER 2 .— ADDITIONAL INCOME TAXES 

STJBCHAPTEE A. — PERSONAL HOLDING COMPANIES 


-Sec. 

500. Surtax on personal holding companies- 

501. Definition of personal holding company. 

502. Personal holding company income. 

503. Stock ownership. 

504. Undistributed subchapter A net income. 

505. Subchapter A net income, 

506. Deficiency dividends — credits and refunds. 

507. Meaning of terms used. 

503. Administrative provisions. 

509. Improper accumulation of surplus. 

510. Foreign personal holding companies. 

511. Publicity of returns. 

SUBCHAPTER B. — ^DECLARED VALUE EXCESS-PROFITS TAX 
6 0 0 — 6 0 5. Repealed. 

SUBCHAPTER C. — EXCESS PROFITS ON NAVY CONTRACTS 

650. Method of collection. 

6 51. Laws applicable. 

SUBCHAPTER D. — ^UNJUST ENRICHMENT 

700. Tax on net income from certain sources. 

701. Credit for other taxes on income. 

702. Administrative provisions. 

703. Taxable years to which subchapter is applicable. 

704. Application of subchapter to possessions. 

705. Closing agreements. 

706. Publicity of returns. 

SUBCHAPTER E.— EXCESS PROFITS T4X 
PART I 


7 10 — 7 3 6 . Repealed, 

PART 11— RULES IN CONNECTION WITH CERTAIN EXCHANGES 
Supplement A — Excess Profits Credit Based, on Income 
7 4 0—7 4 4 . Repealed. 

Supplement B — Highest Bracket Amount and Invested Capital 
7 5 0 — 7 5 2 . Repealed. 

Supplement C — Invested Capital in Connection with Certain Exchanges and 

Liquidations 

7 GO, 761. Repealed. 

PART III— POST-WAR REFUND OP EXCESS PROFITS TAX 
:7 g 0 — 7 8 4 . Repealed. 
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SUBCHAPTER A. — PERSONAL HOLDING COMPANIES 

§ 500 . Surtax on personal holding companies 

There shall be levied, collected, and paid, for each taxable year be- 
ginning after December 31, 1938, upon the undistributed subchapter 
A net income of every personal holding company (in addition to liie 
taxes imposed by chapter 1) a surtax equal to the sum of the following: 

(1) 75 per centum of the amount thereof not in excess of |2,00C^; 
plus 

(2) 85 per centum of the amount thereof in excess of |2,000. 5 3 

Stat. 104, amended June 25, 1940, 11:45 a. m., E. S. T., c. 419, Title 
II, § 203, 54 Stat. 521; Sept. 20, 1941, 12:15 p. m., B. S. T., c. 412, 
Title I, § 110(a), 55 Stat. 695; Oct. 21, 1942, 4:30 p. m., E. W. T., 
c. 619, Title I, § 181, 56 Stat. 894. 


Historical Hote 


104:5 Amendment. Act Oct. 21, 1942, 
substituted “75 for 71%** in par. (1), and 
“85’* for “82%” in par. (2). 

1941 Amendment. Section was former- 
ly composed of two subsections, desig- 
nated “(a)*’ and “b**. Act Sept. 20, 1941, 
struck out the heading “(a) General 
rule*’, increased the surtax rate from “65 
per centum** to “71% per centum” under 
par. (1) and from “75 per centum” to 
“82% per centum” under par. (2) and 
repealed subsec. (b), which related to 
defense tax for five years. 

1940 Amendment. Subsec. (a) was 
created from section as originally enact- 
ed and heading “(a) General Buie” was 
inserted by Act June 25, 1940. 

Subsec- (b) added by Act June 25, 
1940. 

EIToctive Date of 1942 Amendment. 
Section 101 of Act Oct. 21, 1D42, provided 
that the amendment of this section was 
made applicable to taxable years begin- 
ning after Dec. 31, 1941. 


Effective Date of 1941 Amendment. 
Section 118 of Act Sept, 20, 1941, “provid- 
ed that the amendment of this section 
was made applicable only with respect 
to taxable years beginning after Dec. 
31, 1940. 

Treaty Obligations* Section 109 of Act 
Oct. 21, 1942 provided as follows: “No 
amendment made by this title [sections 
101-172, 181-186, of 1942 Act] shall ap- 
ply in any case where its application 
would be contrary to any treaty obliga- 
tion of the United States.” 

Similar provisions were contained in 
the following Act: 

1941— Sept, 20, 1941, 12:15 p. m., E.S.T., 
c. 412, Title I, § lOS, 55 Stat. 695. 

Text of Amendatory Kevenne Acts. 
Complete original text of Revenue Acts 
amending this section. 1939 to date, see 
volumes “Title 26 — Internal Revenue 
Acts”. 


§ 501. Definition of personal holding company 

(a) General rule. For the purposes of this sub chapter and chapter 
1, the term “personal holding company" means any corporation if — 

(1) Gross income requirement. At least 80 per centum of its gross 
income for the taxable year is personal holding company income as defined 
in section 502; but if the corporation is a personal holding company 
with respect to any taxable year beginning after December 31, 1936, then, 
for each subsequent taxable year, the minimum percentage shall be 70 
per centum in lieu of 80 per centum, until a taxable year during the 
whole of the last half of which the stock ownership required by para- 
graph (2) does not exist, or until the expiration of three consecutive 
taxable years in each of which less than 70 per centum of the gross 
income is personal holding company income; and 

(2) Stock ownership requirement. At any time during the last 
half of the taxable year more than 50 per centum in value of its out- 
standing stock is owned, directly or Indirectly, by or for not more than 
five individuals. 

(b) Exceptions* The term “personal holding company" hoes not 
Include — 

(1) A corporation exempt from taxation under section 101. 
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( 2 ) A bank as deflnad In section 10 4« 

(3) A life insarance company* 

(4) A surety company. 

(5) A foreign personal bolding company as defined in section 331. 

(6) (A) A licensed personal finance company under State supervision, 
80 per centum or more of tbe gross income of which is lawful interest re- 
ceived from loans made to individuals in accordance with the provisions 
of applicable State law if at least 60 per centum of such gross income is 
lawful interest (i) received from individuals each of whose indebtedness 
to such company did not at any time during the taxable year exceed in 
principal amount the limit prescribed for small loans by such law (or, if 
there Is no such limit, $500), and (ii) not payable in advance or com- 
pounded and computed only on unpaid balances, and if tbe loans to a per- 
son, who is a shareholder in such company during the taxable year by or 
for whom 10 per centum or more in value of its outstanding stock is 
owned directly or indirectly (including in the case of an individual, stock 
owned by the members of his family as defined in section 503 (a) (2)), 
outstanding at any time during such year do not exceed $5,000 in princi- 
pal amount; and 

(B) A lending company, not otherwise excepted by section 501 (b), au- 
thorized to engage in the small loan business under one or more State 
statutes providing for the direct regulation of such business, 80 per cen- 
tum or more of the gross income of which is lawful interest, discount or 
other authorized charges (i) received from loans maturing in not more 
than thirty-six months made to Individuals In accordance with the provi- 
sions of applicable State law, and (ii) which do not, in the case of any 
individual loan, exceed in the aggregate an amount equal to simple inter- 
est at the rate of 3 per centum per month not payable in advance and 
computed only on unpaid balances, if at least 60 per centum of the gross 
income is lawful interest, discount or other authorized charges received 
from individuals each of whose indebtedness to such company did not at 
any time during the taxable year exceed in principal amount the limit 
prescribed for small loans by such law (or, if there is no such limit, 
$500), and if the deductions allowed to such company under section 23 
(a) (relating to expenses), other than for compensation for personal serv- 
ices rendered by shareholders (including members of the shareholder's 
family as described in section 503 (a) (2)) constitute 15 per centum or 
more of its gross income, and the loans to a person, who is a shareholder 
in such company during the taxable year by or for whom 10 per centum 
or more in value of its outstanding stock is owned directly or indirectly 
(including in the case of an individual, stock owned by the members of 
his family as defined in section 603 (a) (2)), outstanding at any time 
dxiring such year do not exceed $5,000 in principal amount. 

(7) A loan or investment corporation, a substantial part of the busi- 
ness of which consists of receiving funds not subject to check and evi- 
denced by installment or fully paid certificates of indebtedness or 
investment, and making loans and discounts, and the loans to a person 
who is a shareholder in such corporation during such taxable year by 
or for whom 10 per centum or more in value of its outstanding stock Is 
owned directly or indirectly (including in the case of an Individual, 
stock owned by the members of his family as defined In section 503(a) 
(2) ) outstanding at any time during such year do not exceed $5,000 in 
principal amount. 

(8) A finance company, actively and regularly engaged in the business 
of purchasing or discounting accounts or notes receivable or installment 
obligations, or making loans secured by any of the foregoing or by tangi- 
ble personal property, at least 80 per centum of the gross income of which 
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Is derived from such, business in accordance with the provisions of appli- 
cable State law or does not constitute personal holding company income 
as defined in section 602, if 60 per centum of the gross income is de- 
rived from one or more of the following classes of transactions: 

(A) Purchasing or discounting accounts or notes receivable, or install- 
ment obligations evidenced or secured by contracts of conditional sale, 
chattel mortgages, or chattel lease agreements, arising out of the sale of 
goods or services in the course of the transferor's trade or business; 

(B) Making loans, maturing in not more than thirty-six months, to, and 
for the business purposes of, persons engaged in trade or business, secured 
by — 

(i) accounts or notes receivable, or installment obligations, described 
in subparagraph (a) above; 

(ii) warehouse receipts, bills of lading, trust receipts, chattel mort- 
gages, bailments, or factor's liens, covering or evidencing the borrower's 
inventories; 

(iii) a chattel mortgage on property used in the borrower's trade or 
business; 

except loans to any single borrower which for more than ninety days In 
the taxable year of the company exceed 15 per centum of the average 
funds employed by the company during such taxable year; 

(C) Making loans, in accordance with the provisions of applicable 
State law, secured by chattel mortgages on tangible personal property, 
the original amount of each of which is not less than the limit referred 
to in, or prescribed by, subsection (b) (6) (A) (i), and the aggregate 
principal amount of which owing by any one borrower to the company 
at any time during the taxable year of the company does not exceed 
$5,000; and 

(D) If 30 per centum or more of the gross income of the company is 
derived from one or more of the classes of transactions described in sub- 
paragraphs (A), (B) and (C) of this paragraph, purchasing, discounting, 
or lending upon the security of, installment obligations of individuals 
where the transferor or borrower acquired such obligations either in 
transactions of the classes described in subparagraphs (A) and (C) of 
this paragraph or as a result of loans made by such transferor or borrow- 
er in accordance with the provisions of clauses (i) and (ii) of paragraph 
6 (A) or of clauses (i) and (ii) of paragraph 6 (B) of this subsection, 
if the funds so supplied at all times bear an agreed ratio to the unpaid 
balance of the assigned installment obligations, and documents evidencing 
such obligations are held by the company; 

provided that the deductions allowable under subsection 23 (a) (relating 
to expenses), other than compensation for personal services rendered by 
shareholders (including members of the shareholder's family as described 
in section 603 (a) (2)), constitute 15 per centum or more of the gross 
income, and that loans to a person who is a shareholder in such company 
during such taxable year by or for whom 10 per centum or more in value 
of its outstanding stock is owned directly or indirectly (including in the 
case of an individual, stock owned by members of his family as defined 
in section 603 (a) (2)) outstanding at any time during such year do not 
exceed $5,000 in principal amount. 

(c) Corporations making consolidated returns. If the common parent 
corporation of an afiSiliated group of corporations making a consolidated 
return under the provisions of section 141 satisfies the stock ownership 
requirement provided in section 501(a) (2), and the income of such 
affiliated group, determined as provided in section 141, satisfies the gross 
income requirement provided in section 501(a) (1), such affiliated group 
shall be subject to the surtax imposed by this subchapter. The preceding 
sentence shall apply only if the common parent corporation is a common 

355 



ADDITIONAL INCOME TAXES 


§501 

parent of an aflGiliated group of railroad corporations wliicli vonld be 
eligible to file consolidated returns under section 141 prior to its amend- 
ment by tbe Revenue Act of 1942. 63 Stat. 104, amended Oct. 21, 1942, 

4:30 p. m., E. W, T., c. 619, Title I, §§ 182(a), 183, 66 Stat. 894, 895; 
Aug. 9, 1950, c. 667, §§ 1, 2, 64 Stat. 428. 


Historical Kot© 


HofereBces in Text. Section 141 prior 
to its amendments by the Revenue Act 
of 1942, referred to in subsec. (c), refers 
to section 141 prior to its amendment on 
Oct. 21, 1912, 4:30 p. m , E.W.T , the 
date of enactment of the Revenue Act of 
1942. 

1950 Amendment. Subsec. (b) (6) 

amended by Act Aug. 9, 1950, § 1, to ex- 
pand the definition of personal finance 
companies excluded from the provisions 
of the surtax of personal holding com- 
panies- 

Subsec (b) (8) added by Act Aug. fi. 
1950, § 2, to exclude finance companies, 
actively and regularly engaged in the 
busine‘3S of purchasing or discounting 
accounts or notes receivable, or install- 
ment obligation, or mating loans se- 
cured by any of the foregoing or by 
tangible personal property. 

1943 Amendment. Subsec. (b) amend- 
ed by Act Oct. 21, 1942. 

Subsec (c) amended by Act Oct. 21, 
1942, which added second sentence. 

Effective Rate of 1943 Amendments* 
Amendment of subsec. (b) by Act Oct. 
21, 1942, § 182(a), was made effective 
by section 182(b) thereof as follows; 
“The amendment made by this section 
shall be applicable to taxable years be- 


ginning after Recember SI, 1941, ex- 
cept that if a taxpayer, within the time 
and in the manner and subject to such 
regulations as the Commissioner with 
th© approval of the Secretary prescribes, 
elects to have such amendments apply re- 
troactively to all taxable years of the 
taxpayer beginning after December 31, 
1938, and not beginning after December 
31, 1941, such amendments shall be ap- 
plicable to such taxable years." 

Amendment of subsec. (c) by Act Oct. 
21, 1942, § 183, was made applicable to 
taxable years beginning after Dec. 31, 
1941, by section 101 thereof. 

Treaty Oblig-ations. Section 109 of 
Act Oct. 21, 1942, provided as follows: 
“No amendment made by this title 
[sections 101-172, 181-186 of 1942 Act] 
shall apply in any case where its appli- 
cation would be contrary to any treaty 
obligation of the United States." 

Text of Amendatory Bevonuo Acts. 
Complete original text of Revenue Acts 
amending this section, 1939 to date, see 
volumes “Title 26 — ^Internal Revenue 
Acts". 

Xiegislative History: For legislative 
history and purpose of Act Aug. 9, 1950, 
see 1^0 U.S.Cod© Cong.Service, p. 2956. 


§ 502. Personal holding company income 

For the purposes of this subchapter the term ‘‘personal holding com- 
pany income” means the portion of the gross income which consists of: 

(a) Dividends, interest (other than interest constituting rent as 
defined in subsection (g)), royalties (other than mineral, oil, or gas 
royalties), annuities. 

(b) Stock and securities transactions. Except in the case of regular 
dealers in stock or securities, gains from the sale or exchange of stock 
or securities. 

(c) Commodities transactions. Gains from futures transactions in 
any commodity on or subject to the rules of a board of trade or com- 
modity exchange. This subsection shall not apply to gains by a 
producer, processor, merchant, or handler of the commodity which arise 
out of bona fide hedging transactions reasonably necessary to the con- 
duct of its business in the manner in which such business is customarily 
and usually conducted by others. 

(d) Estates and trusts. Amounts includible in computing the net 
income of the corporation under Supplement E of chapter 1; and gains 
from the sale or other disposition of any interest in an estate or trust. 

(e) Personal service contracts. (1) Amounts received under a 
contract under which the corporation is to furnish personal services; 
if some person other than the corporation has the right to designate 
(by name or by description) the individual who is to perform the 
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services, or if tlie individual who is to perform the services is designated 
(by name or by description) in the contract; and (2) amounts received 
from the sale or other disposition of such a contract. This subsection 
shall apply with respect to amounts received for services under a par- 
ticular contract only if at some time during the taxable year 25 per 
centum or more in value of the outstanding stock of the corporation 
is owned, directly or indirectly, by or for the individual who has per- 
formed, is to perform, or may be designated (by name or by description) 
as the one to perform, such services. 

(f) Use of coiporatioa property by sbaxeliolder. Amounts received 
as compensation (however designated and from whomsoever received) 
for the use of, or right to use, property of the corporation in any case 
where, at any time during the taxable year, 25 per centum or more in 
value of the outstanding stock of the corporation is owned, directly 
or indirectly, by or for an individual entitled to the use of the property; 
whether such right is obtained directly from the corporation or by means 
of a sublease or other arrangement. 

(g) Kents. Rents, unless constituting 50 per centum or more of 
the gross income. For the purposes of this subsection the term “rents" 
means compensation, however designated, for the use of, or right to use, 
property, and the interest on debts owed to the corporation, to the extent 
such debts represent the price for which real property held primarily 
for sale to customers in the ordinary course of its trade or business was 
sold or exchanged by the corporation; but does not include amounts con- 
stituting personal holding company income under subsection (f). 

(h) Mineral, oil, or gas royalties. Mineral, oil, or gas royalties, un- 
less (1) constituting 50 per centum or more of the gross income, and (2) 
the deductions allowable under section 23(a) (relating to expenses) other 
than compensation for personal services rendered by shareholders, con- 
stitute 15 per centum or more of the gross income. 53 Stat. 105. 


Historical Note 


Certain rents exelnded from provisions 
of subsection (f). Section 223 of Act Sept. 
23, 1950, c. 994, Title II, 64 Stat. 94T. as 
amended by Act Aug. 11, 1955, c. 808, $ 
1, 69 Stat. 693, provided that: “Section 
502(f) of the Internal Revenue Code [sub- 
sec. (f) of this section] (relating to use 
of corporation property by a shareholder) 
shall not apply with respect to rents re- 
ceived during taxable years ending after 
December 31, 1945, and before January 1, 
1954, if such rents were received for the 
use by the lessee, in the operation of a 


bona fide commercial, industrial, or min- 
ing enterprise, of property of the tax- 
payer.*’ 

Interest on overpayments. Section 2 
of Act Aug. n, 1955, c. 808, 69 Stat. 693, 
provided that no interest should be al- 
lowed or paid on any overpayment result- 
ing from the amendment to section 223 
of Act Sept. 23, 1950 by section 1 of such 
Act Ang. 11, 1955, set out as a note under 
this section, which substituted “January 
1, 1954" for “January 1, 1950". 


§ 50^ Stock ownership 

(a) Gonstmctive ownership. For the purpose of determining whether 
a corporation is a personal holding company, insofar as such determination 
is based on stock ownership under section 501(a) (2), section 502(e), or 
section 502(f) — 

(1) Stock not owned by individnal. Stock owned, directly or In- 
directly, by or for a corporation, partnership, estate, or trust shall be 
considered as being owned proportionately by its shareholders, partners, or 
beneficiaries. 

(2) Family and partnership ownership. An individual shall he con- 
sidered as owning the stock owned, directly or indirectly, by or for his 
family or by or for his partner,. For the purposes of this paragraph the 
family of an individual includes only his brothers and sisters (whether 
by the whole or half blood), spouse, ancestors, and lineal descendants. 
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(3) Options. If any person has an option to acauire stock such stock 
shall be considered as owned by such person. For the purposes of this 
paragraph an option to acguire such an option, and each one of a series 
of such options, shall he considered as an option to acquire such stock. 

(4) Applicatioii of family-partnership and option roles. Paragraphs 

(2) and (3) shall be applied — 

(A) For the purposes of the stock ownership requirement provided 
in section 501(a) (2), if, but only if, the effect is to make the corpo- 
ration a personal holding company; 

(B) For the purposes of section 502(e) (relating to personal service 
contracts) , or of section 502 (f ) (relating to the use of property by share- 
holders), if, but only if, the effect is to make the amounts therein re- 
ferred to includible under such subsection as personal holding company 
income. 

(5) Constructive ownership as actual ownership. Stock constructively 
owned by a person by reason of the application of paragraph (1) or (3) 
shall, for the purpose of applying paragraph (1) or (2), be treated as 
actually owned by such person; but stock constructively owned by an 
individual by reason of the application of paragraph (2) shall not be 
treated as owned by him for the purpose of again applying such para- 
graph in order to make another the constructive owner of such stock. 

(6) Option rule in lieu of family and partnership rule. If stock may 
be considered as owned by an individual under either paragraph (2) or 

(3) it shall be considered as owned by him under paragraph (3). 

(b) Convertible securities. Outstanding securities convertible into 
stock (whether or not convertible during the taxable year) shall be 
considered as outstanding stock — 

(1) For the purpose of the stock ownership requirement provided 
In section 501(a) (2), but only if the effect of the inclusion of all such 
securities is to make the corporation a personal holding company; 

(2) For the purpose of section 602(e) (relating to personal service 
contracts), but only if the effect of the inclusion of all such securities 
is to make the amounts therein referred to includible under such sub- 
section as personal holding company income; and 

(3) For the purpose of section 502(f) (relating to the use of property 
by shareholders), but only if the effect of the inclusion of all such 
securities is to make the amounts therein referred to includible under 
such subsection as personal holding company income. 

The requirement In paragraphs (1), (2), and (3) that all convertible 
securities must be included if any are to be Included shall be subject to 
the exception that, where some of the outstanding securities are con- 
vertible only after a later date than in the case of others, the class having 
the earlier conversion date may be included although the others are not 
included, but no convertible securities shall be included unless all out- 
standing securities having a prior conversion date are also included. 
53 Stat. 106. 

§ 504. UndistribTited subchapter A net Income 

For the purposes of this subchapter the term "undistributed sub- 
chapter A net income*' means the subchapter A net income (as defined 
in section 505) minus — 

(a) The amount of the dividends paid credit provided in section 27(a) 
without the benefit of paragraphs (3) and (4) thereof (computed without 
its reduction, under section 27(b) (1), by the amount of the credit 
provided in section 26(a), relating to interest on certain obligations of 
the United States and Government corporations) ; but, in the computation 
of the dividends paid credit for the purposes of this subchapter, the 
amount allowed under subsection (c) of this section or of section 405 of 
the Revenue Act of 1938 in the computation of the tax under this sub- 
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chapter or under Title lA of the Rerenue Act of 19 3 S for any precedinir 
taxable year beginning after December 31, 1937 shall be considered aa a 
dividend paid in such precediniT taxable year and not in the year of 
distribution; 

(b) Amounts used or irrevocably set aside to pay or to retire indebt- 
edness of any kind incurred prior to January 1, 1934, if such amounts are 
reasonable with reference to the size and terms of such indebtedness; 

(c) Dividends paid after the close of the taxable year and before the 
15th day of the third month following the close of the taxable year, 
if claimed under this subsection in the return, but only to the extent to 
which such dividends would have been includible in the computation of 
the basic surtax credit for the taxable year if distributed during such 
taxable year; but the amount allowed under this subsection shall not 
exceed either: 

(1) The undistributed Subchapter A net income for the taxable year 
computed without regard to this subsection; or 

(2) 10 percentum of the sum of — 

(A) The dividends paid during the taxable year (reduced by the 
amount allowed under this subsection in the computation of the tax 
under this subchapter for the taxable year preceding the taxable year 
or, in the case of a taxable year beginning in 1939, by the amount allowed 
under section 405(c) of the Revenue Act of 1938 in the computation of 
the tax under Title lA of such Act for a taxable year beginning prior to 
January 1, 1939); and 

(B) The consent dividends credit for the taxable year. 

(d) Amounts distributed before January 1, 1944, in redemption of 
preferred stock outstanding before January 1, 1934 (including any pre- 
ferred stock issued after January 1, 1934, in lieu of such previously 
outstanding preferred stock) if such distributions are made by a corpora- 
tion the aggregate of whose gross sales and gross receipts arising from 
manufacturing, commercial, processing, and service operations during 
the four-year period immediately before January 1, 1934, exceeded the 
aggregate of its gross receipts from dividends, interest, royalties, annu- 
ities, and gains from the sale or exchange of stock or securities during 
such period. 

(e) The amount by which the undistributed subchapter A net income 
determined without reference to this subsection exceeds the amount which 
could be distributed on the last day of the taxable year as a dividend (1) 
without violating any action, regulation, rule, order, or proclamation 
taken, promulgated, made, or issued by, or pursuant to the direction of, 
the President or any agency that he may designate, under the Trading 
With the Enemy Act of October 16, 1917, as amended, or the First War 
Powers Act of 1941, and (2) not subject to a lien in favor of the Unit- 
ed States. 53 Stat. 107, amended June 29, 1939, 10 p. m., E. S. T., c. 
247, Title II, § 228, 63 Stat. 881; Mar. 17, 1941, c. 21, § 1, 55 Stat. 44; 
Oct. 21, 1942, 4:30 p. m., E. W. T., c. 619, Title I, §§ 132(d), 184(a), 
186(c), 56 Stat. 829, 895, 896; Oct. 20. 1951, 2:07 p. m., E. S. T., c. 521, 
Title III, § 349, 65 Stat. 619, 


Historical Note 


Sefereaces in Text. Trading with the 
Enemy Act of October 16, 1917, as amend- 
ed, referred to in subsec. (e), is classi- 
fied to sections 1-6 and 7-S9 of Appendix 
to Title 50, War and National D^ense. 

The First War Powers Act of 1941, re- 
ferred to in subsec. (e), is classified to 
section 601 et seq., of Appendix to Title 
50, War and National Defense. 


1951 Amendment. iSubsee. (e) added by 
Act Oct. 20, 1951. 

1942 Amendment. Subsecs, (a) and (c) 
(1, 2) amended and subsec. (d) added 
by Act Oct. 21, 1942. 

1941 Amendments. Spbsec. (a), amend- 
ed by Joint Res. Mar. 17, 1941, which 
inserted *^'or of section 405 of the Bev- 
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©fine Act of ISSS*’ after “STjbsection (e) 
®f tliis section’*, “or under Mtle lA of 
tbe Revenue Act of 1938’* after “under 
tins sub chapter**, and “beginning after 
I>eeember 31, 1937“ after “any preceding 
taxable year.” 

Subsec. (b) amended by Joint Res. 
Mar. 17, 1941. which struck out the peri- 
d at the end of the subsection and in- 
erted in lieu thereof a semicolon. 

^ubsec. (c) (3) (A), amended by Joint 
Mar. 17, 1941, w'hich inserted before 
closing mark of parenthesis the fol- 
ag: “or, in the case of a taxable 
^beginning in 1939, by the amount 
under section 405(c) of the 
e Act of 1938 in the computation 
tax under Title lA of such Act 
taxable year beginning prior to 
1, 1939.'* 

!bn6ndment. Sub sec. (a) amend- 
Act June 29, 1939, which added 
n the computation of the divi- 
\rry-over for the purposes of this 
.pter, the term 'adjusted net In- 
as used in section 27(e) means the 
ced net income minus the deduc- 
allowed for Federal taxes under 
ion 505(a) (1).“ 

jSffective Date of 1951 Amendment. 
a.ddition of subsec. (e) made effective for 
taxable years beginning after Dec. 31, 
1939, by section 349 of Act Oct. 20, 1^1. 

Effective Date of 1942 Amendment* 
Amendment of subsec. (a) by Act Oct. 
21, 1942, I 132(d), was made effective by 
section 132(e) thereof as follows: “(e) 
The amendments made by this section 
[to sections 26(c) (1, 2), 27(b-c) and 

504(a)] shall be applicable only with 
respect to taxable years beginning after 
December SI, 1939, but shall be applica- 
ble in the computations with respect to 
previous taxable years for the purpose 
of ascertaining the amount of any divi- 
dend carry-over from such previous tax- 
able years.” 

Amendment of subsec. (c) (1, 2) by 
Act Oct. 21, 1942, § 186(c), was made ef- 
fective by section 186 (f, g) thereof as 
follows: 

“(f) The amendments made by sub- 
sections (a) to (e), inclusive [to sections 
28fd) (1), 115(a, b), 504(c) (1, 2) and 
506(c) (1)], shall be effective as of the 
date of enactment of the laws amended 
thereby. 

“(g) The amendments made by sub- 
sections (a) to (d), inclusive [to sec- 
tions 115(a, b), 504(c) (1, 2) and 506(c) 
(1)] shall not apply with respect to any 
distribution, which is a dividend solely 
by reason of the last sentence of section 
115(a) of the applicable revenue law, 
made prior to the date of enactment of 
this Act (Oct. 21, 1942, 4:30 p. m, B.W. 
T.) by a corporation which, under the 
law applicable to the taxable year in 
which the distribution is made, is a per- 
sonal holding company, or which, for the 
taxable year in respect of which it is 
made under section 504(c) or section 506 


[of I.R.C.1939] or a corresponding pro- 
vision of a prior income tax law, is a 
personal holding company under the law 
applicable to such taxable year, unless — 

“(1) The corporation (under regula- 
tions prescribed by the Commissioner 
with the approval of the Secretary) 
files, within one year after the date of 
the enactment of this Act, a claim for 
the benefit of this section on account of 
such distribution; 

“(2) Such claim is accompanied by 
signed consents made under oath by 
each person to whom the corporation 
made such distribution agreeing to the 
inclusion of the amount of such dis- 
tribution to him in his gross income as 
a taxable dividend. If any such person 
is no longer in existence or 1# under 
disability then the consent may be made 
by his legal representatives; and 

“(3) Each such consent filed is ac- 
companied by cash, or such other medi- 
um of payment as the Commissioner 
may by regulations authorize, in an 
amount equal to the amount that would 
be required by section 143(b) or 144 
of the applicable revenue law to be de- 
ducted and withheld by the corporation 
if the amount of the distribution to the 
shareholder had been paid to the share- 
holder in cash as a dividend. The 
amount accompanying such consent shall 
be credited against the tax under the 
applicable revenue law imposed by sec- 
tion 211(a) or 231(a) [of I.B.C.19393 upon 
the shareholder ” 

Amendment by Act Oct. 21, 1942, § 
184a, adding subsec. (d), was made ap- 
plicable to taxable years beginning after 
Dec. 31, 1940, by section 184(b) thereof. 

Effective Date of 1941 Ajneinflmtont. 
Section 2 of Joint Res. Mar. 17, 1941 pro- 
vided that this section as amended by 
said Joint Res. Mar. 17, 1941 should be 
effective as if enacted in I.R.G.1939 on 
Feb. 11, 1939. 

Effective Date of 1939 Anaeundiaent. 
Section 228(b) of Act June 29, 1939 
provided that the amendment of subsec. 
(a) was made applicable to taxable years 
beginning after Dec. 31, 1938. 

Treaty Obligations. Section 615 of Act 
Oct. 20, 1951, provided that: “No amend- 
ment made by this Act [Act Oct. 20, 
1951] shall apply in any case where its 
application would be contrary to any 
treaty obligation of the United States.” 

Similar provisions were contained in 
the following Act: 

1942— Oct. 21, 1942, 4:30 p. m., E.W.T., 
c. 619, Title I, § 109, 56 Stat. 808. 

Text of Amendatory Kevenno Acts. 
Complete original text of Revenue Acts 
amending this section, 1939 to date, see 
volumes “Title 26 — Internal Revenue 
Acts”. 

legislative History: For legislative 
history and purpose of Act Oct. 20, 1981. 
see 1951 U.S.Code Cong.Service, p, 17SL 
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§ 505. Subcfiaptcr A Net Income 

For the purposes of tMs subchapter tbe term ''Subchapter A Net Tnr 
come’" means the net income with the following adjustments: 

(a) Additional deductions. There shall be allowed as deductions — 

(1) Federal income, war-profits, and excess-profits taxes paid or 
accrued during the taxable year to the extent not allowed as a deduction 
under section 23; but not including the tax imposed by section 102, 
section 500, or a section of a prior income-tax law corresponding to either 
of such sections. 

(2) In lieu of the deduction allowed by section 23 (q), contributions 
or gifts, payment of which is made within the taxable year to or for the 
use of donees described in section 23 (q) for the purposes therein speci- 
fied, to an amount which does not exceed 15 per centum of the taxpayer's 
net income, computed without the benefit of this paragraph and section 
23 (q), and without the deduction of the amount disallowed under sub- 
section (b) of this section. For the purposes of the preceding sentence, 
payment of any contribution or gift shall be considered as made within 
the taxable year if and only if it is considered for the purposes of section 
23 (q) as made within such year. For disallowance of certain charitable, 
etc., deductions otherwise allowable under this paragraph, see sections 
3813 and 162(g) (2). 

(3) In the case of a corporation organized prior to January 1, 1936, 
to take over the assets and liabilities of the estate of a decedent, amounts 
paid in liquidation of any liability of the corporation based on the liability 
of the decedent to make contributions or gifts to or for the use of donees 
described in section 23 (o) for the purposes therein specified, to the extent 
such liability of the decedent existed prior to January 1, 1934. No 
deduction shall be allowed under paragraph (2) of this subsection for 
a taxable year for which a deduction is allowed under this paragraph. 

(b) Deductions not allowed. The aggregate of the deductions allowed 
under section 23(a), relating to expenses, and section 23 (i), relating to 
depreciation, which are allocable to the operation and maintenance of 
property owned or operated by the corporation, shall be allowed only in 
an amount equal to the rent or other compensation received for the use 
of, or the right to use, the property, unless it is established (under regu- 
lations prescribed by tbe Commissioner with the approval of the Secretary) 
to the satisfaction of the Commissioner: 

(1) That the rent or other compensation received was the highest 
obtainable, or, if none was received, that none was obtainable; 

(2) That the property was held In the course of a business carried 
on bona fide for profit; and 

(3) Either that there was reasonable expectation that the operation 
of the property would result in a profit, or that the property was necessary 
to the conduct of the business. 

(c) Net loss carry-over disallowed. The deduction for net operating 
losses provided in section 23 (s) shall not be allowed. 

(d) 1941 capital loss carry-over denied. The net income shall be 
computed without regard to section 117(e) (2). 

(e) Income not placed on annual basis. The net Income shall be com- 
puted without regard to section 47(c). 63 Stat. 108, amended June 29, 

1939, 10 p. m., E. S. T., c. 247, Title II, §§ 211(1), 212(d), 53 Stat 869; 
Oct 21, 1942, 4:30 p. m., E, W. T., c. 619, Title I, §§ 135 (b) (4), 150(i), 
56 Stat 835, 846; Oct 25, 1949, c. 720, § 3(b), 63 Stat 892; Sept 23, 
1950, 3:15 p. m., E. D. T., c. 994, Title III, Pt UI, § 332(d), 64 Stat 969. 


361 



§S05 


ADDraONAL INCOME TAXES 


BQIstorieal Note 


lese AmendmeiLt. Subsec. (a) amended 
by Act Sept. 23, 1950, wMcli added “For 
disallowance of certain • ♦ ♦ 162(g) 
( 2 )/» 

1048 Amendment. Subsec. (a) (2) 

amended by Act Oct. 25, 1948, wMcb 
added last sentence to integrate provi- 
sions of section relating to charitable 
contributions with new provisions of 
subsec. (<i) of section 23 of I.R.C.1939. 
title. 

1942 Amendment. Subsec. (d) amend- 
ed and subsec. («) added by Act Oct. 21, 
1942. 

1939 Amendment. Subsecs. (c), (d) 

added by Act June 29, 1938. 

BtfectiTe date of 1049 Amendment. 
Section 3(c) of Act Oct. 25, 1949, provid- 
ed that: 

“The amendments made by this sec- 
tion [to sections 23(q), 102(d) (1) (B), 
336(a) (2), 505(a) (2)] shall be applica- 
ble with respect to taxable years be- 
ginning after December SI, 1942. If the 
election provided for in such amend- 
ments is made for any taxable year 
beginning before January 1, 1949 — 

“(1) the election for such year may be 
made (in lieu of at the time of the fil- 
ing of the return for such year) at any 
time within one year after the date of 
the enactment of this Act [Oct 25, 1949] » 
but 

“(2) such election shall not be allowed 
unless the taxpayer, in accordance with 
regulations prescribed by the Commis- 
sioner with the approval of the Secre- 
tary. consents in writing to the assess- 
ment (within such period as may be 


agreed upon) of any deficiency, to the 
extent resulting from such election, for 
any other taxable year of the taxpayer, 
even though on the date of the filing of 
such consent such assessment is other- 
wise prevented by the operation of any 
law or rule of law.” 

Effective Date of 1942 Amendment. 
Section 101 of Act Oct. 21, 1942, made 
amendment of this section applicable to 
taxable years beginning after Dec. 31, 
1941. 

Effective Date of 1938 Amendment. 
Amendment adding subsec. (d) made ap- 
plicable only with respect to taxable 
years beginning after Dec. 31, 1939 by 
section 229 of Act June 29, 1939. 

Treaty Obligations. Section 214 of Act 
Sept. 23, 1950, cited to text, provided 
that: “No amendment made by this Act 
[Act Sept. 23, 19501 shall apply in any 
case where its application would bo con- 
trary to any treaty obligation of the 
United States.” 

Similar provisions were contained In 
the following Act: 

1942 — Oct. 21, 1942, 4:30 p. m., 

C. 619, Title I, $ 109, 56 Stat, 808. 

Text of Amendatory Revenue Acts. 
Complete original text of Revenue Acts 
amending this section, 1939 to date, see 
volumes “Title 26— Internal Bevenue 
Acts”. 

liegislativo History: For legislative 
history and purpose of Act Sept. 23, 
1930, see 1950 U.S.Code Cong.Service, p. 
3053. 


§ 506. Deficiency dividends — credits and refunds 

(a) Credit against unpaid deficiency. If the amount of a deficiency 
with respect to the tax imposed by this subchapter for any taxable year 
has been established — 

(1) by a decision of the Tax Court which has become final; or 

(2) by a closing agreement made under section 3760; or 

(3) by a final judgment in a suit to which the United States is a 
party; 

then a deficiency dividend credit shall be allowed against the amount 
of the deficiency so established and all interest, additional amounts, 
and additions to the tax provided by law not paid on or before the date 
when claim for a deficiency dividend credit is filed under subsection (d). 
The amount of such credit shall be 65 per centum of the amount of 
deficiency dividends, as defined in subsection (c) , not in excess of $2,000, 
plus 75 per centum of the amount of such dividends in excess of $2,000; 
but such credit shall not exceed the portion of the deficiency so established 
which is not paid on or before the date of the closing agreement, or the 
date the decision of the Tax Court or the judgment becomes final, as the 
case may be. Such credit shall be allowed as of the date the claim for 
deficiency dividend credit is filed. 

(b) Credit or refund of deficiency paid. When the Commissioner 
has determined that there is a deficiency with respect to the tax Imposed 
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by tMs subcbapter and the corporation has paid any portion of such 
asserted deficiency and it has been established — 

(1) by a decision of the Tax Court which has become dual; or 

(2) by a closing- agreement made under section 37 SO; or 

(3) by a final judgment in a suit against the United States for 
refund — 

(A) if such suit is brought within six months after the corporation 
became entitled to bring suit, and 

(B) if claim for refund was filed within six months after the payment 
of such amount; 

that any portion of the amount so paid was the whole or a part of 
a deficiency at the time when paid, then there shall be credited or 
refunded to the corporation an amount eaual to 65 per centum of 
the amount of deficiency dividends not in excess of |2,000, plus 75 
per centum of the amount of such dividends in excess of |2,000, but 
such credit or refund shall not exceed the portion so paid by the 
corporation. Such credit or refund shall be made as provided in 
section 322 but without regard to subsection (b) or subsection (c) 
thereof. No interest shall be allowed on such credit or refund. No 
credit or refund shall be made under this subsection with respect to 
any amount of tax paid after the date of the closing agreement, or the 
date the decision of the Tax Court or the judgment becomes final, as the 
case may be. 

(c) Deficiency dividends 

(1) Definition. For the purposes of this subchapter, the term 
“deficiency dividends'* means the amount of the dividends paid,, on or 
after the date of the closing agreement or on or after the date the decision 
of the Tax Court or the judgment becomes final, as the case may be, and 
prior to filing claim under subsection (d), which would have been 
includible in the computation of the basic surtax credit for the taxable 
year with respect to which the deficiency was asserted if distributed 
during such taxable year. No dividends shall be considered as deficiency 
dividends for the purposes of allowance of credit under subsection (a) 
unless (under regulations prescribed by the Commissioner with the 
approval of the Secretary) the corporation files, within thirty days after 
the date of the closing agreement, or the date upon which the decision 
of the Tax Court or judgment becomes final, as the case may be, notifi- 
cation (which specifies the amount of the credit intended to be claimed) 
of its intention to have the dividends so considered. 

(2) Effect on dividends paid credit* 

(A) For taxable year in which paid. Deficiency dividends paid in 
any taxable year (to the extent of the portion thereof with respect to 
which the credit under subsection (a), or the credit or refund under 
subsection (b), or both, of this section or section 407 of the Revenue 
Act of 1938, are allowed) shall be subtracted from the basic surtax 
credit for such year, but only for the purpose of computing the tax 
under this subchapter for such year and succeeding years. 

(B) For prior taxable year. Deficiency dividends paid in any tax- 
able year (to the extent of the portion thereof with respect to which 
the credit under subsection (a), or the credit or refund under sub- 
section (b), or both, of this section or section 407 of the Revenue 
Act of 1938, are allowed) shall not be allowed under section 504(c) 
in the computation of the tax under this subchapter for any taxable 
year preceding the taxable year in which paid. 

(d) daim required. No deficiency dividends credit shall be allowed 
under subsection (a) and no credit or refund shall be made under 
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subsection (b) unless (under regulations prescribed by tbe Commissioner 
witb. tbe approval of tbe Secretary) claim therefor is filed within sixty 
days after the date of the closing agreement, or the date upon which 
the decision of the Tax Court or judgment becomes final, as the case 
may be. 

(©) Suspension of statute of limitations and stay of collection 

(1) Suspension of running of statute. If the corporation files a 
notification, as provided in subsection (c), to have dividends considered 
as deficiency dividends, the running of the statute of limitations provided 
in section 275 or 276 on the making of assessments and the bringing of 
distraint or a proceeding in court for collection, in respect of the defi- 
ciency and all interest, additional amounts, and additions to the tax 
provided by law, shall be suspended for a period of two years after the 
date of the filing of such notification. 

(2) Stay of coUectioii. In the case of any deficiency with respect to the 
tax imposed by this subchapter established as provided in subsection 
ta)— 

(A) The collection of the deficiency and all interest, additional 

-amounts, and additions to the tax provided for by law shall, except in 
< 3 ases of jeopardy, be stayed until the expiration of thirty days after the 
date of the closing agreement, or the date upon which the decision of the 
Tax Court or judgment becomes final, as the case may be. i 

(B) If notification has been filed, as provided in subsection (c), the 
collection of such part of the deficiency as is not in excess of either the 
credit allowable under subsection (a) or the amount which, in the 
notification, is specified as intended to be claimed as credit, shall, except 
in cases of jeopardy, be stayed until the expiration of sixty days after 
the date of the closing agreement, or the date upon which the decision 
of the Tax Court or judgment becomes final, as the case may be. 

(C) If claim for deficiency dividend credit is filed under subsection 
(d), the collection of such part of the deficiency as is not in excess of 
either the credit allowable under subsection (a) or the amount claimed, 
shall be stayed until the date the claim for credit is disallowed (in whole 
or in part), and if disallowed in part collection shall be made only of 
the part disallowed. 

No distraint or proceeding In court shall be begun for the collection 
of an amount the collection of which is stayed under subparagraph (A), 
(B), or (C) during the period for which the collection of such amount 
is stayed. 

(f ) Credit or refund denied if fraud, etc. No deficiency dividend credit 
shall be allowed under subsection (a) and no credit or refund shall be 
made under subsection (b) if the closing agreement, decision of the Tax 
Court, or judgment contains a finding that any part of the deficiency is 
due to fraud with intent to evade tax, or to failure to file the return 
under this subchapter within the time prescribed by law or prescribed 
by the Commissioner In pursuance of law, unless it is shown that such 
failure to file is due to reasonable cause and not due to willful neglect. 

(g) Rat© for taxable years 1939, 1940, and 1941. If the deficiency 
is established or determined for a taxable year which begins after 
December 31, 1939, and does not begin after December 31, 1941, the 
rates under subsections (a) and (b) used in determining the amount 
of the credit or refund shall be 71^ per centum in lieu of 65 per centum 
and 82 ^ per centum in lieu of 7 6 per centum. 

(h) Rat© for taxable years after 1941. If the deficiency Is established 
or determined for a taxable year which begins after December 31, 
1941, the rates under subsections (a) and (b) used in determining the 
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amount of tli© credit or refund shall be 75 per centum in lieu of 65 
per centum and 85 per centum in lieu of 75 per centum. 

(J) 1 Additional credit or refund for prior taxable year. 

( 1 ) Election to have a certain dividend considered as a deficiency 
dividend. If a corporation was a personal holding- company for any 
taxable year beginning after December 31, 1936, and prior to January 1, 
1942, and its adjusted net income. Title lA net income or Subchapter 
A net income, in tbxe case of a tax imposed by Titles lA of the Revenue 
Acts of 1936 and 1938, or Subchapter A of the Internal Revenue Code, 
as the case may be, exceeds the sum of (A) the earnings and profits 
accumulated after February 28, 1913, as of the beginning of the taxable 
year and (B) the earnings and profits of the taxable year (computed 
as of the close of the taxable year without diminution by reason of any 
distributions made during the taxable year) and if prior to the date 
of enactment of the Revenue Act of 1942, the corporation paid all or 
any portion of the tax imposed by Title lA or Subchapter A for any 
such taxable year or years then the corporation may elect, within six 
months after the date of enactment of the Revenue Act of 1942 to have 
the amount of a dividend paid within such six-month period considered 
as a deficiency dividend. Such election must be made by the filing of 
a claim (under regulations prescribed by the Commissioner with the 
approval of the Secretary) within such six-month period and after the 
payment of the dividend, specifying the taxable year or years with re- 
spect to which such dividend applies, setting forth the amount of the 
dividend to be apportioned to each taxable year, and claiming the benefit 
of this subsection by reason of such dividend. 

(2) Effect of election. If the corporation exercises the election au- 
thorized under paragraph (1) of this subsection — 

(A) The credit or refund shall be computed, and credited or refunded 
without interest, as provided in subsection (b) and at the rates provided 
therein or in subsection (g), as the case may be, but shall be subject 
to the limitations in subsection (f). In any case where a dividend is ap- 
portioned to more than one taxable year the credit or refund shall be 
determined for each taxable year on the basis of the amount of the 
dividend apportioned thereto; and 

(B) The dividends paid credit for the taxable year in which paid and 

for a prior taxable year or years shall be determined as provided in 
subsection (c) (2). 53 Stat. 108, amended Mar. 17, 1941, c. 21, § 1, 

55 Stat. 45; Oct. 21, 1942, 4:30 p. m., E. W. T., c. 619, Title I, §§ 185, 
186(d) (1), (i). Title V, § 504(a-c), 66 Stat. 895, 896, 898, 957, 

1 So in original. There is no subsection designated (i) In this section. 


Historical Note 


Keferences in Text. Titles lA of the 
Revenue Acts of 1936 and 1938, referred 
to in subsec. (j) ^), were Acts June 
22, 1936, c. 690, Title lA, § 351 et seq., 
49 Stat. 1732; May 28, 1938, c. 289, Title 
lA, § 401 et seq., 52 Stat. 557. 

Date of enactment of Revenue Act of 
1942, referred to in subsec. (j) (1), was 
Oct. 21, 1942, 4:30 p. m., B.W.T. 

1942 Amendment. Subsec. (c) (1) 
amended and snbsecs. (g, h, and j) add- 
ed by Act Oct. 21, 1942, §§ 185, 186(d) 
(1), (i). Subsecs, (g, h, and j) added 
without using the letter (i). 

1941 Amendment. Subsec. (c) (2) 
amended by Joint Rea. March 17, 19^, 
which inserted “of thia section or section 


407 of the Revenue Act of 1938,” after 
**j OP both,” in par. (A), and of this 
section or section 407 of the Revenue Act 
of 1938,” after or both” in par. (B). 

Change of Name. Act Oct. 21, 1942, 
S 604(a), (c), 56 Stat. 957, changed the 
name of the Board of Tax Appeals to 
The Tax Court of the United States. 
For text of said subsections, see section 
1100 of I.R.C.1&39 and notes thereunder. 

Effective Date of 1942 Amendment. 
Amendment of subsec. (c) (1) by Act 

Oct. 21, 1942, I 186(d) (i) was made ef- 
f^tive by section 186(f) and (g) there- 
of as follows: 

”(f) The amendments made by sub- 
s^tlons (a) to <e), Inclnsive [to sec- 
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tioas 28(d) (1), 115 (a. b), 50i(c) (1. 2) 
and 506(c) (1) ], sball be effectire as of 
tbe date of enactment of tbe lavs 
amended thereby. 

**(g) The amendments made by sub- 
sections (a) to (d), Inclusive [to sections 
115<a, b), 504(c) (1, 2) and 506(c) (1) ], 
shall not apply with respect to any 
distribution, which is a dividend solely 
by reason of the last sentence of section 
116(a) of the applicable revenue law, 
made prior to the date of enactment of 
this Act (Oct. 21, 1942, 4:30 p. m., E5W. 
T.) by a corporation which, under the 
law applicable to the taxable year in 
which the distribution Is made, is a 
personal holding company, or which, for 
the taxable year in respect of which it is 
made nnder section 504(c) or section 506 
[of I.K.C.1939] or a corresponding pro- 
vision of a prior income tax law, is a 
personal holding company under the law 
applicable to such taxable year, unless — 

“(1) The corporation (under regula- 
tions prescribed by the Commissioner 
with the approval of the Secretary) 
files, within one year after the date of 
the enactment of this Act, a claim for 
the benefit of this section on account of 
such distribution; 

*‘(2) Such claim is accompanied by 
signed consents made under oath by 
each person to whom the corporation 
made such distribution agreeing to the 
inclnslon of the amount of such dis- 
tribution to him in his gross income as 
a taxable dividend. If any such person 
is no longer in existence or is under 
disability then the consent may be made 
by hlfl legal representative; and 


*"(3) Bach such consent filed Is ac- 
companied by cash, or such other medi- 
um of payment as the Commissioner 
may by regulations authorize, in an 
amount equal to the amount that would 
be required by section 143(b) or 144 
of the applicable revenue law to be de- 
ducted and withheld by the corporation 
if the amount of the distribution to the 
shareholder had been paid to the share- 
holder in cash as a dividend. The 
amount accompanying such consent shall 
be credited against the tax under the 
applicable revenue law imposed by sec- 
tion 211(a) or 231(a) [of I.R.C.19393 upon 
the shareholder.'* 

Subsecs, (g), (h), and (j) as added by 
Act Oct. 21, 1942, §§ 185 and 186 were 
made applicable to taxable years be- 
ginning after Dec. 31, 1941, by section 101 
thereof. 

Effective Date of 1941 Amendment. 
Amendments of suhsec. (c) (2 A, B), by 
Joint Res. Mar. 17. 1941, § 1, were made 
effective as of Feb. 10, 1939 by section 
2 of said Act. 

Treaty Obligations. Section 109 of 
Act Oct. 21, 1942 provided as follows : 
“No amendment made by this title [sec- 
tions 101-172, 181-186 of 1942 Act] shall 
apply In any case where Its application 
would be contrary to any treaty obliga- 
tion of the United States.** 

Text of Amendatory Revenue Acts. 
Complete ori^nal text of Revenue Acts 
amending this section, 1939 to date, see 
Tolumea ‘‘Title 26-~Internal Revenue 
Acts**. 


§ 607. Meaning of terms used 

(a) General rule. The terms used in this subchapter shall have the 
same meaning as when used in chapter 1. 

(b) Insuraiice companies other than, life or mutual. Notwithstanding 
subsection (a), the term “gross income”, as used in. this subchapter, 
means, in the case of an insurance company other than life or mutual, 
the gross income, as defined in section 204(b) (1), increased by the 
amount of losses incurred, as defined in section 204(b) (6), and the 
amount of expenses incurred, as defined in section 204(b) (7), and de- 
creased by the amount deductible under section 204(c) (7) (relating to 
tax-free interest). 53 Stat. Ill, amended June 29, 1939, 10 p, m., E. 
S. T., c. 247, Title II, § 227(a), 53 Stat. 881. 


Historical Note 


1939 Amendment. Suhsec. (b) added 
by Act June 29, 1939. 

Effective Date of 1939 Amendment. 
Section 227 of Act June 29, 1939, made 
amendment of section applicable to tax- 
able years beginning after Dee. 31, 1938. 


Text of Amendatory Revenue Acts. 
Complete original text of Revenne Acts 
amending this section, 1939 to date, see 
volumes “Title 26 — ^Internal Revenue 
Acts’*. 


§ 608. Administrative provisions 

All provisions of law (including penalties) applicable in respect of 
the taxes imposed by chapter 1, shall insofar as not inconsistent with 
this subchapter, he applicable in respect of the tax imposed by this 
subchapter, except that the provisions of section 131 shall not be ap- 
plicable. 03 Stat. 111. , 
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§ 609. Improper accmmilation of gnrpliu 

For sMTtax on corporations wkicli accumulate surplug to aTold surtax on sluuee- 
holders, see section 102 . 

53 Stat. 111. 

§ 510. Fore%nL personal holding companies 
For provisions relating to foreign personal holding companies and their idiars. 
holders, see Supplement P of chapter 1. 

53 Stat. 111. 

§ 511. Pnblicity ol returns 

For provisions with respect to publicity of returns under this sttbchapter. see sub- 
section (a) (2) of section 55. 

53 Stat. 111. 


SUBCHAPTBH B, — DECI/ARED TALtJE EXCESS-PROFITS TAX 


Historical Note 

Heading ‘‘Declared Value Excess-Profits 8 , 1040, 11 p. m., B. S. T., c. 75T, Title 
Tax” was inserted in lieu of the former V, J 606(a). 54 Stat. 1008, elf. Feb. 10, 
heading “Excess -Profits Tax*' by Act Oct. 1939. 


§§ 600-605. 
Stat. 674. 


Repealed. Nov. 8, 1945, c. 453, Title H, § 202, 69 
Historical Note 


Effective Date ol Bepeal. Section 202 
of Act Nor. 8 , 1945, c. 453, Title II, 59 
Stat. 574, provided that the repeal of sec- 
tions 600-605 of r.R.C.1939 was effective 
with respect to income-tax taxable years 
ending after June 30, 1946. 

Sections Prior to Bepeal: 

“8 600. Bate of tax 

“(a) In general. If any corporation Is 
taxable under section 1200 with respect 
to any year ending June 30, there shall 
be imposed upon Its net income for the 
income-tax taxable year ending after the 
close of such year, an [a] declared value 
excess-profits tax equal to the sum of 
the following: 

“ 6^0 per centum of such portion of its 
net income for such income-tax taxable 
year as is in excess of 10 per centum 
and not in excess of 15 per centum of 
the declared value; 

“13Mo per centum of such portion of 
Its net income for such income-tax tax- 
able year as is in excess of 15 per 
centum of the declared value. 

“(b) Alternative tax. If the net income 
for the taxable year includes any amount 
on account of war loss recoveries under 
section 127(c), then, in lieu of the tax 
computed under subsection (a), the tax 
shall be a tax computed as follows : 

“( 1 ) An amount computed under sub- 
section (a), after excluding from net in- 
come the amount of the war loss recov- 
eries, plus 

“( 2 ) One and one-quarter per centum 
of the amount of the war loss recov- 
eries included in the net income or of 
such portion of the net income as would 
be subject to the tax imposed by sub- 
section (a) in the absence of this sub- 
section, whichever is the lesser, 63 Stat. 
Ill, amended June 26^ 3949, 11:45 a. im. 


E. S. T., c. 419, Title H, 5 204, 54 Stat 
621; Oct 8 , 1940, 11 p. m., E. S. T., c. 
757, Title V, § 506(a), 54 Stat. 1008, 4sff. 
Feb. 10, 1939; Sept 20, 1941, 12:16 p. m., 
B. S. T., 0, 412, Title III, § 302(a), 55 
Stat 704; Oct 21, 1942, 4:30 p. m.. B. W. 
T., c. 619. Title III, f 302(a) (1), 56 Stat 
940; Nov. 8 , 1945, 5:17 p. m., B, S. T., c. 
453, Title II, $ 203, 59 Stat 574.” 

“8 601, Declared value 

“The declared value shall be determined 
as provided in section 1202 as of the close 
of the preceding income-tax taxable year 
(or as of the date of organization If it 
had no preceding income-tax taxable 
year). 53 Stat 111, amended Oct 21, 
1942, 4:30 p. m., B. W. T, e. 619, Title 
III, §§ 302(a) ( 2 ), 303(a), 56 Stat 940." 

“8 902. Net Income 

“For the purposes of this subchapter 
the net income shall be the same as the 
net income for income tax purposes for 
the year in respect of which the tax un- 
der section 600 is imposed, computed 
without the deduction of the tax im- 
posed by section 600, but with a credit 
against net income equal to the credit 
for diridcaids received provided in sec- 
Mon 26(b) of Chapter 1 , and by exclud- 
ing therefrom the excess of the net long- 
term capital gain over the net short-term 
capital loss. 63 Stat. HI, amended Sept. 
20, 1941, 12:15 p. m., B. S. T., c. 412, Title 
II, . 5 202(h), 55 Stat. 701; Oct 21, 1942, 
4:30 p. m.. B. W. T., c. 619, Title HI. S 
304. 56 Stat. 941; Feb. 25, 1944, 12:49 p. 
m.. B. W. T.. e 63, Title V, § 510(a), 68 
Stat. 74.“ 

“8 903. Other laws applicable 
“All provisions of law (including penal- 
ties) applicable in respect of the taxes 
imposed by chapter 1, shall, Insofar as 
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not incoBsistent wltli this Bnhchapter, be 
applicable in respect of the tax imposed 
by section 600, except that the proTisiona 
of section 131 of that chapter shall not 
be applicable. 53 Stat. ill.” 

604. Publiolty of returns 
*‘For provisions ivith respect to pub- 
licity of returns under this snbchapter, 
see subsection (a) (2) of section 55. 

53 Stat 111,” 

“§ 600. Income-tax taxable year of less 
than twelve months 

“(a) General rule. If the income-tax 
taxable year is a period of less than 
twelve months on account of a change 
in the accounting period of the taxpayer, 
the net income determined under sec- 
tion 602 for such income-tax taxable year 
(referred to in this section as the “short 
taxable year”) shall be placed on an 
annual basis by multiplying the amount 
thereof by the number of days in the 
twelve months ending with the close of 
the short taxable year and dividing by 
the number of days in the short taxable 
year. The tax shall be such part of the 
tax computed on such annual basis as 
the number of days in the short taxable 
year is of the nnmber of days in the 
twelve months ending with the close of 
the short taxable year. 

<*(b) Exception. If the taxpayer estab- 
lishes the amount of the tax under sec- 
tion 600 for the period of twelve months 
beginning with the first day of the short 
taxable year, computed as if such twelve- 
month period were an income-tax taxable 
year, under the law applicable to the 
short taxable year, and using the ad- 
justed declared value applicable in de- 
termining the tax for such short taxable 


year, then the tax determined under 
subsection (a) for the short taxable year 
shall be reduced to an amount which Is 
such part of the tax computed for the 
twelve-month period as the net income 
for the short taxable year is of the net 
income established for such twelve- 
month period. The taxpayer (other than 
a taxpayer to which the next sentence 
applies) shall compute the tax and file 
its return without the application of this 
subsection. If, pri<Mr to one year from 
the date of the beginning of the short 
taxable year, the taxpayer has disposed 
of substantially all its assets, in lieu of 
the twelve-month period provided in the 
preceding provision of this subsection, 
the twelve-month period ending with the 
close of the short taxable year shall be 
used. For the purposes of this subsec- 
tion, the net income for the short taxable 
year shall not be placed ©a an annual 
basis under the provisions of subsection 
(a), and the net income for the twelve- 
month period nsed shall in no case be 
considered less than the net income for 
the short taxable year. The benefits of 
this subsection shall not be allowed un- 
less the taxpayer, at such time as regu- 
lations prescribed hereunder require, 
makes application therefor in accordance- 
with such regulations, and snch applica- 
tion, in the case of a taxpayer required to 
file return without regard to this sub- 
section, shall be considered a claim for 
credit or refund. The Commissioner, 
with the approval of the Secretary, shall 
prescribe such regulations as he may 
deem necessary for the application of this 
subsection. Added Oct. 21, 1942, 4:30 p. 
m, E. W. T., c. 619, Title III, $ 303(b)v 
56 Stat. 940.** 


SUBCHAPTER C. — EXCESS PROFITS ON NAVY CONTRACTS 
§ 650, Method of collection 

If the amount of profit required to be paid into the Treasury under 
section 3 of the Act of March 27, 1934, c. 95, 48 Stat. 505, as amended 
by the Act of June 25, 1936, c. 812, 49 Stat. 1926 (U.S.C., Supp. Ill, 
Title 34, § 496), with respect to contracts completed within income-tax 
taxable years beginning after December 31, 1938, is not voluntarily paid, 
the Secretary shall collect the same under the usual methods employed 
under the internal revenue laws to collect federal Income taxes. 53 Stat.. 
112 . 


§ 651. Daws applicable 

All provisions of law (including penalties) applicable with respect to 
the taxes imposed by Title I of the Revenue Act of 1934, 48 Stat. 683, 
and not inconsistent with section 3 of said act of March 27, 1934, shall 
be applicable with respect to the assessment, collection, or payment of 
excess profits to the Treasury as provided by section 650, and to refunds 
by the Treasury of overpayments of excess profits into the Treasury. 53^ 
Stat. 112. 
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SUBCHAPTER B. — UNJUST ENRICHMENT 

§ 700 * Tax on net income from certain sources 

(a) The following taxes shall be levied, collected, and paid for each 
taxable year (in addition to any other tax on net income), upon the net 
income of every person which arises from the sources specified below: 

(1) A tax equal to 80 per centum of that portion of the net income 
from the sale of articles with respect to which a Federal excise tax was 
imposed on such person but not paid which is attributable to shifting to 
others to any extent the burden of such Federal excise tax and which 
does not exceed such person's net income for the entire taxable year from 
the sale of articles with respect to which such Federal excise tax was 
imposed. 

(2) A tax equal to 80 per centum of the net income from reimburse- 
ment received by such person from his vendors of amounts representing 
Federal excise-tax burdens included in prices paid by such person to such 
vendors, to the extent that such net income does not exceed the amount 
of such Federal excise-tax burden which such person in turn shifted 
to his vendees. 

(3) A tax equal to 80 per centum of the net Income from refunds 
or credits to such person from the United States of Federal excise taxes 
erroneously or illegally collected with respect to any articles, to the 
extent that such net income does not exceed the amount of the burden 
of such Federal excise taxes with respect to such articles which such 
person shifted to others. 

(b) The net Income (specified in subsection (a) (1)) from the sale 
of articles with respect to which the Federal excise tax was not paid, 
and the net income specified in subsection (a) (2) or (3), shall not 
Include the net income from the sale of any article, from reimbursement 
with respect to any article, or from refund or credit of Federal excise 
tax with respect to any article (1) if such article (or the articles processed 
therefrom) were not sold by the taxpayer on or before the date of the 
termination of the Federal excise tax; (2) if the taxpayer made a tax 
adjustment with respect to such article (or the articles processed there- 
from) with his vendee; or (3) if under the terms of any statute the 
taxpayer would have been entitled to a refund from the United States 
of the Federal excise tax with respect to the article otherwise than as 
an erroneous or illegal collection (assuming, in case the tax was not 
paid, that it had been paid). 

(c) The net income from the sales specified in subsection (a) (1) shall 
be computed as follows: 

(1) From the gross income from such sales there shall be deducted 
the allocable portion of the deductions from gross income for the taxable 
year which are allowable under the applicable Revenue Act; or 

(2) If the taxpayer so elects by filing his return on such basis, the 
total net income for the taxable year from the sale of all articles with 
respect to which each Federal excise tax was imposed (computed by 
deducting from the gross income from such sales the allocable portion of 
the deductions from gross income which are allowable under the applicable 
Revenue Act, but without deduction of the amount of such Federal 
excise tax which was paid or of the amount of reimbursement to pur- 
chasers with respect to such Federal excise tax) shall be divided by the 
total quantity of such articles sold during the taxable year and the quotient 
shall be multiplied by the quantity of such articles Involyed in the sales 
specified in subsection (a) (1). Such quantities shall be expressed in 
terms of the unit on the basis of which the Federal excise tax was imposed. 
For the purposes of this section the proper apportionment and allocation 
of deductions with respect to gross income shall be determined under rules 
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and regulations prescribed by the Commlssloiier -with the approral of the 
Secretary. 

(d) The net income from reimbursement or refunds specified in sub- 
section (a) (2) or (3) shall be computed as follows: From the total 
payment or accrual (1) of reimbursement to the taxpayer from rendors 
for amounts representing Federal excise tax burdens included in prices 
paid by the taxpayer to such vendors or (2) of refunds or credits to the 
taxpayer of Federal excise taxes erroneously or illegally collected, there 
shall be deducted the expenses and fees reasonably incurred in obtaining 
such reimbursement or refunds. 

(e) For the purposes of subsection (a) (1), (2), and (3), the extent 
to which the taxpayer shifted to others the burden of a Federal excise tax 
shall be presumed to be an amount computed as follows: 

(1) Prom the selling price of the articles there shall be deducted the 
sum of (A) the cost of such articles plus (B) the average margin with 
respect to the Quantity involved; or 

(2) If the taxpayer so elects by filing his return on such basis, from 
the aggregate selling price of all articles with respect to which such 
Federal excise tax was imposed and which were sold by him during the 
taxable year (computed without deduction of reimbursement to pur- 
chasers with respect to such Federal excise tax) there shall be deducted 
the aggregate cost of such articles, and the difference shall be reduced 
to a margin per unit in terms of the basis on which the Federal excise tax 
was imposed. The excess of such margin per unit over the average 
margin (computed for the same unit) shall be multiplied by the number 
of such units represented by the articles with respect to which the compu- 
tation is being made; but 

(3) In no case shall the extent to which the taxpayer shifted to others 
the burden of the Federal excise tax with respect to the articles be deemed 
to exceed the amount of such tax with respect to such articles minus (A) 
the portion of the amount of the Federal excise tax (or of the reimburse- 
ment specified in subsection (a) (2)) with respect to the articles which 
is paid or credited by the taxpayer to any purchasers as specified in sub- 
section (f) (3) and minus (B) the amount of any increase in the tax 
under section 3400 for which the taxpayer under this section became 
liable as the result of the nonpasnnent or refund of the Federal excise 
tax with respect to the articles, 

(f) As used in this section — 

(1) The term “margin'^ means the difference between the selling price 
of articles and the cost thereof, and the term “average margin’^ means the 
average difference between the selling price and the cost of similar articles 
sold by the taxpayer during his six taxable years preceding the initial im- 
position of the Federal excise tax in question, except that if during any 
part of such six-year period the taxpayer was not in business, or if his 
records for any part of such period are so inadequate as not to furnish 
satisfactory data, the average margin of the taxpayer for such part of such 
period shall, when necessary for a fair comparison, be deemed to be the 
average margin, as determined by the Commissioner, of representative 
concerns engaged in a similar business and similarly circumstanced. 

(2) The term “cost'' means, in the case of articles manufactured or 
produced by the taxpayer, the cost to the taxpayer of materials entering 
into the articles; or, in the case of articles purchased by the taxpayer 
for resale, the price paid by him for such articles (reduced In both cases 
by the amount for which he is reimbursed by his vendor). 

(3) The term “selling price** means selling price minus (A) amounts 
subsequently paid or credited to the purchaser on or before June 1, 1936, 
or thereafter in the bona fide settlement of a written agreement entered 
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into on or before March 3, 1936, as reimbursement for the amount includ- 
ed in such price on account of a Federal excise tax; and minus (B) the 
allocable portion of any professional fees and expenses of litigation in- 
curred in securing the refund or preventing the collection of the Federal 
excise tax, not to exceed 10 per centum of the amount of such tax. 

(g) In determining costs, selling prices, and net income, the taxpayer 
shall, unless otherwise shown, be deemed to have sold articles in the order 
in which they were manufactured, produced, or acquired. Where the tax- 
payer's records do not adequately establish the quantity of a commodity 
taxable under the Agricultural Adjustment Act, 48 Stat. 31, as amended, 
entering into articles sold by him, such quantities shall be computed by 
the use of the conversion factors prescribed in regulations under such 
Act, as amended. 

(h) If the taxpayer made any purchase or sale otherwise than through 
an arm's-length transaction, and at a price other than the fair market 
price, the Commissioner may determine the purchase or sale price to be 
that for which such purchases or sales were at that time made in the ordi- 
nary course of trade. 

(i) Either the taxpayer or the Commissioner may rebut the presump- 
tion established by subsection (e) by proof of the actual extent to which 
the taxpayer shifted to others the burden of the Federal excise tax. Such 
proof may include, but shall not be limited to: 

(1) Proof that the change or lack of change In the margin was due to 
changes in factors other than the tax. Such factors shall include any 
clearly shown change (A) in the type or grade of article or materials, or 
(B) in costs of production. If the taxpayer asserts that the burden of the 
tax was borne by him while the burden of any other increased cost was 
shifted to others, the Commissioner shall determine, from the respective 
effective dates of the tax and of the other increase in cost as compared with 
the date of the change in margin, and from the general experience of the 
industry, whether the tax or the increase in other cost was shifted to oth- 
ers, If the Commissioner determines that the change in margin was due 
in part to the tax and in part to the increase in other cost, he shall appor- 
tion the change in margin between them. 

(2) Proof that the taxpayer modified contracts of sale, or adopted a 
new contract of sale, to reflect the initiation, termination, or change in 
amount of the Federal excise tax, or at any such time changed the sale 
price of the article (including the effect of a change in size, package, dis- 
count terms, or any other merchandising practice) by substantially the 
amount of the tax or change therein, or at any time hilled the tax as a 
separate item to any vendee or indicated by any writing that the sale price 
included the amount of the tax, or contracted to refund any part of the 
sale price in the event of recovery of the tax or decision of its invalidity; 
but the taxpayer may establish that such acts were caused by factors oth- 
er than the tax, or that they do not represent his practice during the pe- 
riod in which the articles in question were sold. 

( j) As used in this section — 

(1) The term “Federal excise tax" means a tax or exaction with re- 
spect to the sale, lease, manufacture, production, processing, ginning, im- 
portation, transportation, refining, recovery, or holding for sale or other 
disposition, of commodities or articles, provided for by any Federal stat- 
ute, whether valid or invalid, if denominated a "tax" by such statute. A 
Federal excise tax shall be deemed to have been imposed with respect to 
an article If it was imposed with respect to (or with respect to the process- 
ing of) any commodity or other article, from which such article was proc- 
essed. 
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(2) The term “date of the termination of the Federal excise tax” 
means, In the case of a Federal excise tax held invalid by a decision of the 
Supreme Court, the date of such decision. 

(3) The term "'refund or credit"’ does not include a refund or credit 
made in accordance with the provisions and limitations set forth in Title 
VII of the Revenue Act of 1936, 49 Stat. 1747, or in section 3443(d), 

(4) The term “tax adjustment'' means a repayment or credit by the 
taxpayer to his vendee of an amount egual to the Federal excise tax with 
respect to an article (less reasonable expense to the vendor in connection 
with the nonpayment or recovery hy him of the amount of such tax and in 
connection with the making of such repayment or credit) if such repay- 
ment or credit is made on or before June 1, 1936, or thereafter in the bona 
hde settlement of a written agreement entered into on or before March 3, 
1936. 

(5) The term “taxpayer"* means a person subject to a tax imposed by 
this section* 

(k) All references in this section to the purchase or sale (or to parties 
to the sale) of articles with respect to which a Federal excise tax was im- 
posed shall be deemed to include the purchase or sale (or parties to the 
sale) of services with respect to which a Federal excise tax was imposed, 
and for the purposes of subsection (a) the extent to which the taxpayer 
shifted to others the burden of such Federal excise tax with respect to such 
services shall be presumed to be an amount computed as follows: From 
the selling price of the services there shall be deducted the average price 
received by the taxpayer for performing similar services during the six 
taxable years preceding the initial imposition of the Federal excise tax in 
question. The balance (to the extent that it does not exceed the amount 
of such Federal excise tax with respect to such services minus any pay- 
ments or credits with respect to the services made to purchasers as speci- 
fied in subsection (f) (3)) shall be the extent to which the taxpayer 
shifted the burden of such Federal excise tax to others. If during any 
part of such six-year period the taxpayer was not in business, or if his rec- 
ords for any part of such period are so inadequate as not to furnish satis- 
factory data, the average price of the taxpayer for such part of such peri- 
od shall, when necessary for a fair comparison, be deemed to be the aver- 
age price, as determined by the Commissioner, of representative concerns 
engaged in a similar business and similarly circumstanced. The presump- 
tion established by this subsection may be rebutted by proof of the charac- 
ter described in subsection (i). 

(l) The taxes imposed by subsection (a) shall be Imposed on the net In- 
come from the sources specified therein, regardless of any loss arising 
from the other transactions of the taxpayer, and regardless of whether the 
taxpayer had a taxable net income (under the income-tax provisions of 
the applicable Revenue Act) for the taxable year as a whole; except that 
if such application of the tax imposed by subsection (a) is held invalid, the 
tax under subsection (a) shall apply to that portion of the taxpayer's en- 
tire net income for the taxable year which is attributable to the net income 
from the sources specified in such subsection. 63 Stat, 112. 

§ 701, Credit for other taxes on income 

There shall be credited against the total amount of the taxes imposed 
by this sub chapter an amount equivalent to the excess of — 

(a) The amount of the other Federal income and excess-profits taxes 
payable by the taxpayer for the taxable year, over 

(b) The amount of the other Federal income and excess-profits taxes 
which would have been payable by the taxpayer for the taxable year if his 
net income were decreased by the amount of net income taxable under this 
subchapter, 53 Stat. 116. 
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§ 702. Administrative provisions 

(a) Ail provisions of law (including penalties) applicable witb respect 
to taxes imposed by chapter 1, shall, insofar as not inconsistent with this 
subchapter, be applicable with respect to the taxes imposed by this sub- 
chapter, except that the provisions of sections 101, 131, 251, and 252 shall 
not be applicable. 

(b) Every person (1) upon whom a Federal excise tax was imposed 
but not paid, or (2) who received any reimbursement specified in section 
700(a) (2), or (2) who received a refund or credit of Federal excise tax, 
shall make a return under this subchapter, which return shall contain such 
information and be made in such manner as the Commissioner, with the 
approval of the Secretary, shall prescribe. 

(c) If the Commissioner finds that the payment, on the date prescribed 
for the payment thereof, of any part of the amount determined by the tax- 
payer as the tax under this sub chapter, or of any deficiency with respect 
thereto, would impose undue hardship upon the taxpayer, the Commis- 
sioner may grant an extension for the payment of any such part for a pe- 
riod not in excess of three years. In such case the amount with respect to 
which the extension is granted shall be paid on or before the date of the 
expiration of the period of the extension, and the running of the statute 
of limitations for assessment and collection shall be suspended for the pe- 
riod of any such extension. If an extension is granted, the Commissioner 
may require the taxpayer to furnish a bond in such amount, not exceed- 
ing double the amount with respect to which the extension is granted, and 
with such sureties as the Commissioner deems necessary, conditioned upon 
the payment of the amount with respect to which the extension is granted 
in accordance with the terms of the extension. There shall be collected, as 
a part of any amount with respect to which an extension is granted, in- 
terest thereon at the rate of 6 per centum per annum from the expiration 
of six months after the due date thereof to the expiration of the period of 
the extension. 53 Stat. 116. 

§ 703. Taxable years to which subchapter is applicable 

The taxes imposed by this subchapter shall apply only with respect to 
taxable years ending during the calendar year 1939 and to subsequent tax- 
able years, 63 Stat. 117. 

§ 704. Application of subchapter to possessions 

With respect to the following income, the tax under this subchapter 
shall be in force in any possession of the United States (including the 
Philippine Islands); such tax shall (without regard to the residence or 
citizenship or place of organization of the taxpayer) be collected by the 
appropriate internal-revenue officers of such possession; and the proceeds 
thereof shall accrue to the general government of such possession: (a) 
Any income specified in subsection (a) (1) or (3) of section 700 if the 
Federal excise tax with respect to the articles in question accrued in such 
possession; and (b) any income specified in subsection (a) (2) of section 
700 if the reimbursement specified therein relates to articles sold in such 
possession by the taxpayer under this snbchapter and if the geographical 
scope of the Federal excise tax in question extended to such possession. 
Income taxable as provided in this section shall not be otherwise taxable 
under this subchapter. In applying section 700 to such income, the gross 
income and deductions shall be determined in accordance with the Feder- 
al Revenue Act applicable to the taxable year. In applying section 701 to 
such income, income taxes paid to such possession shall be deemed to be 
Federal income taxes. 53 Stat. 117, 
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Philippine inde- 

pendence of the Philippine Islands was 
recogrnized and American Soyereignty 
withdrawn by 1046 Proc, No. 2695, eff. 
July 4, 1946, 11 P.H. 7517, 60 Stat. 1352, 


issued pursuant to section 1394 of Title 
22, Foreign Relations and Intercourse, 
and set out as a note under that sec- 
tion. 


§ 705. dosing agreements 

Any person who is liable for the tax imposed by this snbehapter and 
who has filed any claim or claims for refund of any amount paid or collect- 
ed as tax under the Agricultural Adjustment Act, 48 Stat. 31, as amended, 
may apply to the Commissioner for an adjustment of such liability for tax 
in conjunction with such claim or claims for refund, and thereafter, the 
Commissioner, for such purposes, may, in his discretion, consider such lia- 
bility and such claim or claims as one case and, in his discretion, may enter 
into a written agreement with such person for the settlement of such case 
by such payment by, or refund to, such person as may be specified in suck 
agreement. Such agreement shall be a final settlement of the liability for 
tax and the claim or claims for refund covered by such agreement, except 
in case of fraud, malfeasance, or misrepresentation of a material fact. 
In the absence of fraud or mistake in mathematical calculation, any action 
taken or any consideration given by the Commissioner pursuant to this, 
section shall not be subject to review by any court, or any administrative,, 
or accounting officer, employee, or agent of the United States. 53 Stat. 
117. 


§ 706. Publicity of returns 

For provisions with respect to publicity of returns under this subchapter, see sub- 
section (a) (2) of section 55. 

53 Stat. 117. 


SUBCHAPTBR E — EXCESS PROFITS TAX 


PART I.— INTROPUCTORX PROVISIONS 


Historical Hote 

Subchapter B added to Internal m , B.S.T., c. 757, Title II, § 201, 54 Stat. 
Revenue Code by Act Oct. 8, 1940, 11 p. 975. 


§§ 710-736. 
Stat. 56S. 


Repealed. Nov. 8, 1945, c. 453, Title I, § 122(a), 59 

Historical Note 


Section 710, added Oct. 8, 1940, 11 p. m., 
E.S.T., c. 757, Title II. § 201, 54 Stat. 975, 
amended Mar. 7, 1941, c. 10, § 2, 55 Stat. 
17; Sept. 20, 1941, 12:15 p. m, E.S.T, c. 
412, Title II, §§ 201(a), 202(e), 55 Stat 
699, 701; Oct 21, 1942, 4:30 p. m., B.W.T., 
c. 619, Title II, §§ 202, 203(a), 204(a, b), 
205(a), (g) (1). 222(b). 229(a) (2), 56 

Stat 899, 900, 901, 902, 917, 931; Feb. 25, 
1944, 12:49 p. m., E.W.T,, c. 63. Title II. 
§§ 202(a), (b), 203(a), (b), 204(a), 58 Stat 
53, 54; July 31, 1945, c. 340, § 2(a), 59 
Stat 517; Nov. 8, 1945, 5:17 p. m., E.S.T., 
c. 453, Title I, §§ 122(c). 131(b), 59 Stat 
509. 571; June 12, 1948, c. 459, § 3(a), 62 
Stat. 388, related to imposition of tax. 

Section 711, added Oct. 8, 1940, U p m., 
BST., c 757, Title II, § 201, 54 Stat 
976, amended Mar. 7, 1941, c. 10, §§ 3, 12 
(b), 55 Stat. 18, 29; Sept 20, 1941, 12:15 
p. m., E.S,T., c. 412, Title II, $ 202(c), (d). 


55 Stat 700, 701; Oct 21, 1942, 4:30 p. m., 
B.W.T., c. 619, Title 11, §§ 205(b, c), 20® 
(a), 207(a'*g), 208, 209 (a, b), 210 (a, b), 211 
(a), 213(a), 56 Stat 902, 904, 907, 908; 
Oct. 26, 1943, c. 279, 5§ 2, 3, 57 Stat. 576 ^ 
Feb. 25, 1944, 12:49 p. m., BW.T., c. 63^ 
Title II, { 208(d), (e), 58 Stat 67, re- 
lated to excess profits net income. 

Section 712, added Oct 8, 1940, 11 p. 

B S.T., c. 757. Title II, § 201, 54 Stat 979;. 
amended Mar. 7, 1941, c. 10, § 13, 55 Stat 
29; Oct, 21, 1942, 4:30 p. m., BW.T., c. 
619, Title ri, §1 212(a), 224(b), 228(e) (1), 

56 Stat 908, 920, 931, related to excess 
profits credit allowance. 

Section 713, added Oct 8, 1940, 11 p. m., 
B.S.T., c. 757, Title II, J 201, 64 Stat. 96U 
amended Mar. 7, 1941, c. 10, § 4Ca) — (c),. 
55 Stat. 19—21; Oct. 21, 1942, 4:30 p. m., 
B.W.T., c. 619, Title II, §§ 214(a), 216c 
216, 228(e) (2), 56 Stat 909, 910, 081,. 
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felatod t« «zces8 profits credit based on 
incomo. 

Section 714, added Oct. S, 1940, 11 p. m., 
B.S.T., c, 757, Title II, § 201, 54 Stat. 981, 
am«ided Sept. 20, 1941, 12:15 p. m., 
a.S.T.. c. 412, Title II, § 201(b), 55 Stat. 

Oct. 21, 19^ 4:30 p. m., B.W.T., c. 
619, Title II, S 217, 56 Stat. 911 ; Feb. 25, 
1944, 12:49 p. m., B.W.T., c. 63, Title II, 
i 265, 58 Stat* 55, related to excess profits 
credit based on invested capital. 

Sections 715-717, added Oct. 8, 1940, 11 

р. m., B.S.T., c. 757. Title II, § 201. 54 
Stat. 982, related to definition of invested 
capital, average invested capital and 
dailj invested capital. 

Section 718, added Oct. 8, 1940, 11 p. m., 

E. S.T., c. 757, Title II, § 201, 54 Stat. 962, 
amended Sept. 20, 1941, 12:15 p. m., 
a.S.T., c. 412, Title II, §$ 202(f), 203, 55 
Stat. 701, 702; Oct. 21, 1942, 4:30 p. m., 
a.W.T., c. 619, Title II, §§ 205(d), 218, 219 
<a— c), 230(b) (1), 56 Stat. 902, 911, 912, 
936; Feb. 25, 1944, 12:49 p. m., E.W.T., c. 
63, Title I, S 121(d) (6), 58 Stat. 43, re- 
lated to equity invested capital. 

Section 719, added Oct. 8, 1940, 11 p. m., 
H.S.T., c. 757, Title II, § 201, 54 Stat. 984, 
amended Oct, 21, 1942, 4 :30 p. m , B. W.T., 

с. 619, Title II, §§ 205(e), 230(b) (2), 56 
Stat. 902, 936, related to borrowed invest- 
ed capital. 

Section 720, added Oct. 8, 1940, 11 p. m., 

F. S.T.. c. 757. Title II, § 201, 54 Stat. 985, 
amended Mar. 7, 1941, c. 10, § 12(a), 65 
Stat. 29; Oct. 21. 1942, 4:30 p. m., B.W.T., 
<j. 619, Title II, U 207(h). 220, 56 Stat. 904, 
912, related to admissible and inadmissi- 
ble assets. 

Section 721, added Oct. 8, 1940, 11 p. m., 
B.S.T., c. 757, Title H, § 201, 64 Stat. 986, 
amended Mar. 7, 1941, c. 10, § 5, 55 Stat, 
21; Oct. 21, 1942, 4:30 p. m., B.W.T., c. 
619, Title II, § 221(a), 66 Stat. 912, related 
to abnormalities in income in taxable 
period. 


Section 722, added Oct. S, 1940. 11 p. m., 
B.S.T., c. 757, Title II, § 201, 54 Stat. 986, 
amended Mar. 7, 1941, c. 10, 5 6, 55 Stat. 
23; Sept. 20, 1941, 12:15 p. m., E S.T., c. 
412, Title II, § 202(g), 55 Stat. 701; Oct. 
21 1942, 4:30 p. m., B.W.T., c. 619, Title 
II, I 222(a), 56 Stat. 914; Mar. 31, 1943, c. 
31 § 1, 57 Stat. 56; Dec. 17. 1943, c. 346, 
S 1(a), 57 Stat. 601; Feb. 26, 1944, 12:49 
p. m., H.W.T,, c. 63, Title II, | 206(a), 68 
Stat. 55, related to general relief-con- 
Btructive average base period net income. 


Section 723, added Oct, 8, 1940, 11 p. m.. 
El.S.T., c. 757, Title II, § 201, 54 Stat. 986, 
amended Oct. 21, 1942, 4:30 p. m., B.W.T., 
e. 619, Title II, S 205(f), 56 8 tat. 902, re- 
lated to equity invested capital in special 


cases. 


Section 724, added Oct. 8, 1940, 11 p. m., 
B.S.T., c. 757, Title II, S 201, 54 Stat. 987, 
amended Oct. 21, 1942, 4:30 p. m., B.W.T,, 
c. 619, Title II, S 212(a), 56 Stat. 908, re- 
lated to foreign corporations and corpo- 
rations entitled to benefits of section 
,251 — ^invested capital. 

S^tion added Oct. 8, 1940, 11 p. m., 
a.S.T., c. 757, Title II. i 201, 64 Stat 987, 
ainended Oct, 21, 1942, 4:30 p.in., B.W.T., 


c. 619, Title II. $ 223(b), 56 Stat 920. re- 
lated to personal service corporations. 

Section 726, added Oct 8, 1940, 11 p. m., 
B.S.T., c. 757. Title II, § 201, 54 Stat. 

988, related to corporations completLiig 
contracts under Merchant Karine Act, 
1936. 

Section 727, added Oct S. 1940, 11 p. m., 
B.S.T., c. 757, Title II. § 201, 54 Stat 988, 
amended Oct 21, 1942, 4:30 p. m.. 
c. 619, Title 11. §§ 212(b), 223(a). (c), 56 
Stat 908, 920; Feb. 25, 1944, 12:49 p. m., 
B.W.T.. c. 63. Title II, { 209(a), 58 SUt 
58, related to exempt corporations. 

Section 728, added Oct 8, 1940, 11 
p. xn„ BS.X., c. 757. Title II, f 201, 54 
Stat. 989, related to meaning of terms 
used. 

Section 729, added Oct 8, 1940, 11 p. m., 
IB.S.T., c. 757, Title II, i 201, 54 Stat. 

989, amended Mar. 7, 1941, c. 10, { 16, 55 

Stat SO; Oct. 21, 1942, 4:30 p. m., 

B.W.T., c, 619, Title II, §§ 2(S(g) (2), 
224(a), 225(b), 56 Stat 902, 920; Feb, 25, 
1944, 12:49 p. m., B.W.T., c. 63, Title II, 
§ 204(b), 58 Stat 54; July 31. 1945, c. 340, 
$ 2(b), 59 Stat 518, related to laws ap- 
plicable. 

Section 730, added Oct. 8, 1940, 11 p. m , 
E.S.T., c. 757, Title 11, § 201, 64 Stat 989, 
amended Mar. 7, 1941, c. 10, § 7. 65 Stat. 
25, efC. Oct 8, 1940, 11 p. m., B.S.T. ; Oct. 
21, 1942, 4:30 p. m., B.W.T., c. 619, Title 
II, § 225(a), 56 Stat 920, related to con- 
solidated returns. 

Section 731, added Oct. 21, 1942, 4:30 p- 
m., B.W.T., c. 619, Title II, § 226(a), 56 
Stat. 920, amended Feb. 25, 1944, 12:49 
p. m., B.W.T., c. 63, Title II, § 207(a), 
58 Stat. 55, related to corporations en- 
gaged. in mining of strategic minerals. 

Section 732, added Mar. 7, 1941, c. 10, § 
9, 65 Stat. 26, amended Oct. 21, 1942, 4:30 
p. m., BW.T., c. 619, Title H, § 222(c), 
Title V, 504(a), (c), 56 Stat 917, 957; 
June 30, 1945, c. 211, § 2, 59 Stat 295; 
Dec. 29, 1945, c. 652, Title II, § 203(a), 59 
Stat 673, related to review of ab- 
normalities by the Tax Court of the 


United States. 

Section 733, added Mar. 7, 1941, c. 10, 
S 10(a), 55 Stat. 26, eff. Oct 8, 1940, 11 
p. m., B.S.T., related to capitalization 
of advertising, etc., expenditures. 


Section 734, added Mar. 7, 1941, c. 10, S 
11. 55 Stat. 27, amended Oct. 21, 1942, 4:30 
3 m-, E.W.T., C. 619, Title 11. § 227(a), 
i6 Stat. 921, related to adjustment in 

...... ^41 In nnTI nfcttfiTli: With DriOr 


income tax liability. 


Section 735, added Oct. 21, 1942, 4:30 
p. m., E.W.T., c. 619, Title II, § 209(c), 
56 Stat. 905, amended Oct. 26, 1943, c. 
279, S 1, 57 Stat. 575; Feb. 25, 1944, 12:49 
p. m.. B.W.T., c. 63, Title II, 5 208 (a— c), 
68 Stat 55-457, related to nontaxable 
income from certain mining and timber 
operations and from natural gas prop- 
erties. 


Section 736, added Oct 21, 1942, 4:30 p. 
m., B.W.T., c. 619, Title II, | 222(d), 66 
Stat 917, related to relief lor installment 
basis taxpayers and taxpayers with in- 
come from long-term contracts. 
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Eflf©ctiv« Date of Eepeal. Section 122 
(a) of Act Nov. 8, 1945, c. 453, Ktle I, 59 
Stat. 568, provided tliat the provisions of 
sections 710-736 of I.B.C.1939 shall not 
apply to any taxable year beginning aft- 
er Dec. 31, 1945. 


Tesit of Bovenno Acts* Complete orig- 
inal text of Bevenne Acts and ameasd- 
mentfl thereto classified to sections 710- 
784, see Special Excess Profits Tax Volume 
and volumes ‘Title 26— Internal Eeveniie 
Acts**. 


PART II.—RULBS IN CONNECTION WITH CERTAIN EXCHANGES 
Supplement A—Bxcess Profits Credit Based on Income 
§ 740. Bepealed. Nov. 8, 1945, c. 45S, Title I, § 122(a), 59 Stat. 56S. 


Historical Note 


Section, added Oct S, 1940, 11 p. m., 
E,S.T., c. 757. Title II, I 201, 54 Stat 991, 
amended Mar. 7, 1941, c- 10, f 8(a) -(c), 
55 Stat. 25; Oct 21, 1942, 4:30 p. m.. 
B.W.T., c. 619, Title II, I 228(a). 66 
Stat. 923, related to definitions. 


Effective Date of Repeal. Section 122 
(a) of Act Nov. 8, 1945, c. 453, Title I, 59 
Stat. 568, provided that the provisions of 
this section shall not apply to any tax- 
able year beginning after Dec. 31, 1945. 


§ 741. Bepealed. Oct. 21, 1942, 4:30 p. nu, E. W. T., c. 619, Title 
n, §§ 224(b), 228(b), 56 Stat. 920, 925. 


Historical Note 


Section, added Oct. 8, 1940, 11 p. m., 
B.S.T., c. 757, Title H, § 201, 54 Stat. 992, 
amended Mar. 7, 1941, c. 10, § 14, 55 Stat. 
30, efl. Oct. 8, 1940, 11 p. m., B S.T., re- 
lated to allowance of excess profits 
credit. 

Effectlvo Date of Repeal- Subsec. (a) 
was repealed by Act Oct 21, 1942, § 228 
(b). Section 228(f) of Act Oct. 21, 1942, 
provided as follows; “(f) The amend- 
ments made by this section [to former 
sections 712(d), 713(a) (1) (A), 740, 741(a), 
742, 743] shall he applicable only to the 
computation of the tax for taxable years 
beginning after December 31, 1941, except 
that (1) the last sentence of section 740(c), 
as added by snbsection (a) of this sec- 
tion shall be applicable to the computa- 
tion of the tax for all taxable years be- 
ginning after December 31, 1939, and (2) 

§§ 742-744. Bepealed. Nov. 8, 
Stat. 568. 


if a taxpayer, within the time and in the 
manner and subject to such regulations 
as the Commissioner with the approval of 
the Secretary prescribes, elects to have 
such amendments (except those which by 
their terms are limited to taxable years 
beginning after December 31, 1941, and 
except that referred to in clause (1)) ap- 
ply retroactively to all taxable years of 
the taxpayer beginning after December 
31, 1939, such amendments shall also be 
applicable to the computation of the tax 
for taxable years beginning after De- 
cember 31, 1939.” 

Subsec. (b) was repealed by Act Oct. 
21, 1942, S 224(b), and such repeal made 
applicable with respect to taxable years 
beginning after Dec. 31, 1939, by section 
224(c) thereof. 


1945, c. 458, Title I, § 122(a), 59 


Historical Note 


Section 742, added Oct. 8, 1940, 11 p. m., 
B. S. T., c. 757, Title II, $ 201, 54 Stat, 
992, amended Mar. 7, 1941, c. 10, §§ 8(d). 15, 
55 Stat. 25, 30; Oct. 21, 1942, 4:30 p. m., 
B. W. T., c. 619, Title II, § 228(c), 56 
Stat. 925, related to Supplement A average 
base period net income. 

Section 743, added Oct. 8, 1940, 11 p. m., 
B. S. T., c. 757, Title II, S 201, 54 Stat. 
994, amended Mar. 7, 1941, c. 10, § 4(d), 55 
Stat. 21; Oct. 21, 1942, 4:30 p. m., B. W, 


T., c. 619, Title 11, 5 228(d). 56 Stat. 930, 
related to net capital changes. 

Section 744* added Oct. 8, 1940, 11 p. m., 
B. S. T., c. 757, Title II, 5 201, 54 Stat 
894, related to foreign corporations. 

Effective Date of Repeal. Section 122 
(a) of Act Nov. 8, 1945, c. 453, Title I, 
59 Stat. 568, provided that the provisions 
of sections 742-744 of I.R.C.1939 shall 
not apply to any taxable year beginning 
after Dec. 31, 1945. 


Supplement B — highest Bracket Amount and Invested Capital 

§§ 750, 751. Repealed. Nov. 8, 1945, c. 463, Title I, § 122(a), 60 
Stat. 568. 

376 



EXCESS PROFITS TAX 


§784 


Historical Hot© 


Sections, added Oct. 8, 1940. 11 p m., 
E S T , c 757. Title 11, § 201, 54 Stat. 
994, 995, related to definitions and deter- 
mination of property paid in for stock 
and of borrowed capital in connection 
with certain exchanges 


Effective Bate of Bepeal. Section 122 
(a) of Act Nov. 8, 1945, c. 453, Title I, 
59 Stat. 568, provided that the provisions 
of sections 750, 751 of I.R C.1939 shall not 
apply to any taxable year beginning after 
Dec. 31, 1945 


§ 753. Repealed. Oct. 21, 1943, 4:30 p. m., E. W. T., c. 619, Title 
H, § 329(a) (1), 56 Stat. 931, e£f. as of Oct. 8, 1940. 


Historical Hot© 

Section, added Oct 8, 1940, 11 p m , E. 

S. T., c. 757, Title II, § 201, 54 Stat. 995, 
related to computation of highest brack- 
et amount in connection with exchanges. 


Supplement C — Invested Capital in Connection toith Certain BaDcJianges and 

Liquidations 

Historical Hot© 

Supplement C added by Act Oct. 21, to taxable years beginning after Dec. 31, 

1942, 4:30 p. m., E. W. T., c. 619, Title II, 1941, by section 201 tbereol 

f 230(a), 56 Stat. 932, and made applicable 

§§ 760, 761. Repealed. Hov. 8, 1945, c* 453, Titl© I, § 132(a), 59 
Stat. 568. 


Histoidcal Hot© 


Sections, added Oct. 21, 1942, 4:30 p. 
m., E W. T., c. 619, Title II. § 230ra), 
56 Stat. 932, related to exchanges and 
invested capital adjustment at the time 
of taxfree intercorporate liquidation. 


Effective Bate of Rep^. Section 122 
(a) of Act Nov. 8, 1945, e. 453, Title I, 
69 Stat. 568, provided that the provisions 
of sections 760, 761 of I.R.0.1939 shall not 
apply to any taxable year beginning 
after Dec. 31, 1945. 


PART III.— POST-WAR RBFOND OF EXCIBSS PROFITS TAX 

Historical Hot© 

Part III added by Act Oct 21, 1942, taxable years beginning after Dec. SI, 

4 30 p. m , E W. T., c 619, Title II, § 1941, by section 201 thereof, 

SSO, 56 Stat. 936, and made applicable to 


Hot. 8, 1945, c. 463, Title I, § 133(a), 59 


§§ 780-784. Repealed, 

Stat. 568. 

Section 780, added Oct. 21, 1942. 4:30 p 
m, E W. T, c. 619, Title II, § 250, 56 
Stat. 936, amended Feb. 25, 1944, 32*49 
p. m., B. W T., c. 63, Title II, § 250 (e, 
f), 58 Stat. 59; July 31, 1945, c. 340, § 
3(d-f), 59 Stat. 518, related to post-war 
refund of excess profits tax. 

Section 781, added Oct. 21, 1942, 4.30 
p.m., B. W. T., c. 619, Title II, § 250, 66 
Stat. 936, amended Feb. 25, 1944, 12:49 p. 
m., B W. T., c. 63, Title 11, § 250 (e, f), 
58 Stat 59; July 31, 1945, c. 340, § 3(d- 
f), 59 Stat. 538, related to special rules 
for application of section 780. 

Section 782, added Oct. 21, 1942, 4*30 p. 
m, E. W. T., c. 619, Title II, | 250. 66 
©tat. 938, related to regulations. 


Section 783, added Oct. 21, 1942, 4:30 
p. m., E W. T., c. 619. Title II, § 250, 56 
Stat. 938, amended Feb 25, 1944, 12:49 p. 
m, E W. T., c 63, Title II, § 251(a), 58 
Stat 60; July 31, 1945, c. 340, § 3(g), 
59 Stat 519, related to credit for debt 
retirement. 

Section 784, added July 31, 1945, c. 340, 
§ 3(li), 59 Stat. 519, related to ten per 
centum credit against excess profits tax. 

Effective Date of Repeal. Section 122 
(a) of Act Nov. 8, 3945,' c. 453, Title I, 
59 Stat. 568, provided that the provisions 
of sections 780-784 of I.R.C.1939 shall not 
apply to any taxable year beginning after 
Dec. 31, 1945. 
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894. Penalties. 
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SUBCHAPTER B. — ^ADDITIONAL ESTATE TAX 

935. Rate of tax. 

936. Credits against tax. 

937. Assessment, collection, and payment of tax. 

938. Publicity of returns. 

939. Certain members of the armed forces. 

SUBCHAPTER C. — DEFENSE TAX FOR FIVE YEARS 
951. Repealed. 


SUB CHAPTER A. — ^BASIC ESTATE TAX 
PART L— INTRODUCTORY PROVISIONS 
§ SOO. Application of subchapter 

The provisions of this subchapter shall apply only to estates of dece- 
dents dying after the date of the enactment of this title. Estate taxes In 
the case of decedents dying on or prior to the date of the enactment of this 
title shall not he affected by the provisions of this subchapter, but shall re- 
main subject to the applicable provisions of the Revenue Act of 1926 and 
prior revenue acts, except as such provisions are modified by legislation 
enacted subsequent to the Revenue Act of 1926. 53 Stat. 119, 

379 



§800 


ESTATE TAX— BASIC TAX 


Historical Hote 

Text of BeVOTu© Acts. Complete ori^- see volumes "Title 26 — ^Internal Bevenne 
inal text of Bevenue Acts 1924 to date. Acts”. 

§ 801. Classification of provisions 

The provisions of this subchapter are herein classified and designated 
as — 

Part I — Introductory provisions. 

Part II — Citizens or residents of the United States. 

Part III — Nonresidents not citizens of the United States* 

Part Iv' — Supplemental provisions. 

53 Stat. 119. 

§ 80S. Application of parts 

Part II shall apply to the estates of citizens or residents of the United 
States and, except as otherwise provided, to the estates of nonresidents not 
citizens of the United States, subject to the exceptions and additional pro- 
visions contained in Part III. Part IV shall apply to the estates both of 
citizens or residents of the United States and nonresidents not citizens of 
the United States. 53 Stat. 119. 

FABT n.— ESTATES OF CITIZENS OB RESIDENTS OF THE 
UNITED STATES 

Buhpart J . — Computation of T(U» 

§ 810. Kate of tax 

A tax equal to the sum of the following percentages of the value of the 
net estate (determined as provided in section 812) shall be imposed upon 
the transfer of the net estate of every decedent, citizen or resident of the 
United States, dying after the date of the enactment of this title. 

1 per centum of the amount of the net estate not in excess of 1 5 0,000; 

2 per centum of the amount by which the net estate exceeds 150,000* 
and does not exceed 1 10 0,000; 

3 per centum of the amount by which the net estate exceeds $100,- 
000 and does not exceed $200,000; 

4 per centum of the amount by which the net estate exceeds $200,000 
and does not exceed $400,000; 

5 per centum of the amount by which the net estate exceeds $400,000 
and does not exceed $600,000; 

6 per centum of the amount by which the net estate exceeds $600,000* 
and does not exceed $800,000 ; 

7 per centum of the amount by which the net estate exceeds $800,000* 
and does not exceed $1,000,000; 

8 per centum of the amount by which the net estate exceeds $1,000,000 
and does not exceed $1,500,000; 

9 per centum of the amount by which the net estate exceeds $1,500,000* 
and does not exceed $2,000,000; 

10 per centum of the amount by which the net estate exceeds $2,000,000 
and does not exceed $2,500,000; 

11 per centum of the amount by which the net estate exceeds $2,500,* 
000 and does not exceed $3,000,000; 

12 per centum of the amount by which the net estate exceeds $3,000,-” 
000 and does not exceed $3,600,000; 
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IS per centum of tlie amount by wbicli the net estate exceeds $3,500,- 
000 and does not exceed $4,000,000; 

14 per centum of tlie amount by wbicli tbe net estate exceeds $4,000,- 
000 and does not exceed $5,000,000; 

15 per centum of tbe amount by which the net estate exceeds $5,000,- 
000 and does not exceed $6,000,000; 

16 per centum of the amount by which the net estate exceeds $6,000,- 
000 and does not exceed $7,000,000; 

17 per centum of the amount by which the net estate exceeds $7,000,- 
000 and does not exceed $8,000,000; 

18 per centum of the amount by which the net estate exceeds $8,000,- 
000 and does not exceed $9,000,000; 

19 per centum of the amount by which the net estate exceeds $9,000,- 
000 and does not exceed $10,000,000; 

20 per centum of the amount by which the net estate exceeds $10,000,- 
000. 53 Stat. 120. 

§ 811, Gross estate 

The value of the gross estate of the decedent shall be determined by in- 
cluding the value at the time of his death of all property, real or personal, 
tangible or intangible, wherever situated, except real property situated 
outside of the United States — 

(a) Decedent’s interest. To the extent of the interest therein of the- 
decedent at the time of his death; 

(b) Dower or ciurtesy interests. To the extent of any interest therein 
of the surviving spouse, existing at the time of the decedent’s death as« 
dower, curtesy, or by virtue of a statute creating an estate in lieu of dow- 
er or curtesy; 

(c) !Transfers in cont^nplation of, or taking effect at, death 

(1) General rale. To the extent of any interest therein of which the 
decedent has at any time made a transfer (except in case of a bona fide 
sale for an adequate and full consideration in money or money’s worth), 
by trust or otherwise — 

(A) in contemplation of his death; or 

(B) under which he has retained for his life or for any period not 
ascertainable without reference to his death or for any period which does 
not in fact end before his death (i) the possession or enjoyment of, or 
the right to the income from, the property, or (ii) the right, either alone 
or in conjunction with any person, to designate the persons who shall 
possess or enjoy the property or the income therefrom; or 

(C) intended to take effect in possession or enjoyment at or after his 
death. 

Subparagraph (B) shall not apply to a transfer made before March 4, 
1931; nor shall subparagraph (B) apply to a transfer made after March 
3, 1931, and before June 7, 1932, unless the property transferred would’ 
have been includible in the decedent’s gross estate by reason of the 
amendatory language of the joint resolution of March 3, 1931 (46 Stat. 
1516). 

(2) Transfers taking effect at death — ^transf^s prior to October 8, 
1949. An interest in property of which the decedent made a transfer, 
on or before October 7, 19 49, intended to take effect in possession or en- 
joyment at or after his death shall not be included in his gross estate un- 
der paragraph (1) (C) of this subsection unless the decedent has retained 
a reversionary interest in the property, arising by the express terms of 
the instrument of transfer and not by operation of law, and the value of' 
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such. reTersionary interest immediately before tbe deatti of tlie decedent 
exceeds 5 per centum of the value of such property. For the purposes of 
this paragraph, the term ‘reversionary interest' includes a possibility that 
property transferred by the decedent (A) may return to him or his estate, 
-or (B) may be subject to a power of disposition by him, but such term 
•does not include a possibility that the income alone from such property 
may return to him or become subject to a power of disposition by him. 
The value of a reversionary interest immediately before the death of the 
-decedent shall be determined (without regard to the fact of the dece- 
dent's death) by usual methods of valuation, including the use of tables 
of mortality and actuarial principles, pursuant to regulations prescribed 
by the Commissioner with the approval of the Secretary. In determining 
the value of a possibility that property may be subject to a power of dis- 
position by the decedent, such possibility shall be valued as if it were a 
possibility that such property may return to the decedent or his estate. 

(S) Transfers taking effect at death — transfers after October 7, 1^49. 
An interest in property transferred by the decedent after October 7, 1949, 
shall be included in his gross estate under paragraph (1) (C) of this sub- 
section (whether or not the decedent retained any right or interest in 
the property transferred) if and only if — 

(A) possession or enjoyment of the property can, through ownership of 
such interest, be obtained only by surviving the decedent; or 

(B) under alternative contingencies provided by the terms of the 
transfer, possession or enjoyment of the property can, through owner- 
ship of such interest, be obtained only by surviving the earlier to occur of 

(i) the decedent's death or (ii) some other event; and such other event 
did not in fact occur during the decedent's life. 

Notwithstanding the foregoing sentence, an interest so transferred shall 
not be included in the decedent's gross estate under paragraph (1) (C) 
of this subsection if possession or enjoyment of the property could have 
been obtained by any beneficiary during the decedent's life through the 
exercise of a power of appointment (as defined in section 811(f) (2)) 
which in fact was exercisable immediately prior to the decedent^ s death. 

(d) Revocable transfers 

(1) Transfers after eTtme 22, 1936. To the extent of any Interest 
therein of which the decedent has at any time made a transfer (except in 
case of a bona-fide sale for an adequate and full consideration in money 
or money’s worth), by trust or otherwise, where the enjoyment thereof 
was subject at the date of his death to any change through the exercise 
of a power (in whatever capacity exercisable) by the decedent alone or by 
the decedent in conjunction with any other person (without regard to 
when or from what source the decedent acquired such power), to alter, 
amend, revoke, or terminate, or where any such power is relinquished in 
contemplation of decedent's death; 

(2) Transfers on or prior to June 22, 1936. To the extent of any 
interest therein of which the decedent has at any time made a transfer, 
by trust or otherwise, where the enjoyment thereof was subject at the date 
ef his death to any change through the exercise of a power, either by the 
decedent alone or in conjunction with any person, to alter, amend, or re- 
voke, or where the decedent relinquished any such power in contemplation 
of his death, except in case of a bona fide sale for an adequate and full 
consideration in money or money's worth. Except in the case of transfers 
made after June 22, 1936, no interest of the decedent of which he has 
made a transfer shall be included in the gross estate under paragraph (1) 
unless it is includible under this paragraph; 

(3) Bate of existence of power. For the purposes of this subsection 
the power to alter, amend, or revoke shall be considered to exist on the 
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date of the decedent's death even though the exercise of the power is sub- 
ject to a precedent giving of notice or even though the alteration, amend- 
ment, or revocation takes effect only on the expiration of a stated period 
after the exercise of the power, whether or not on or before the date of 
the decedent's death notice has been given or the power has been exercis- 
ed. In such cases proper adjustment shall be made representing the in- 
terests which would have been excluded from the power if the decedent 
had lived, and for such purpose if the notice has not been given or the 
power has not been exercised on or before the date of his death, such no- 
tice shall be considered to have been given, or the power exercised, on the 
date of his death. 

(4) Effect of disability in certain cases. For the purposes of this sub- 
section, in the case of a decedent who was (for a continuous period be- 
ginning not less than three months before December 31, 1947, and ending 
with his death) under a mental disability to relinguish a power, the term 
“power" shall not include a power the relinquishment of which on or after 
January 1, 1940, and on or before December 31, 1947, would, by reason 
of section 1000(e), be deemed not to be a transfer of property for the pur- 
poses of chapter 4. 

(5) Repealed. Apr. 2, 1948, c. 168, Title III, § 351(a), 62 Stat. 116. 

(©) Joint Interests 

(1) To the extent of the interest therein held as joint tenants by the 
decedent and any other person, or as tenants by the entirety by the de- 
cedent and spouse, or deposited, with any person carrying on the banking 
business, in their joint names and payable to either or the survivor, ex- 
cept such part thereof as may be shown to have originally belonged to such 
other person and never to have been received or acquired by the latter 
from the decedent for less than an adequate and full consideration in mon- 
ey or money's worth: Provided, That where such property or any part 
thereof, or part of the consideration with which such property was ac- 
quired, is shown to have been at any time acquired by such other person 
from the decedent for less than an adequate and full consideration in mon- 
ey or money's worth, there shall be excepted only such part of the value 
of such property as is proportionate to the consideration furnished by such 
other person: Provided further, That where any property has been acquir- 
ed by gift, bequest, devise, or inheritance, as a tenancy by the entirety by 
the decedent and spouse, then to the extent of one-half of the value there- 
of, or, where so acquired by the decedent and any other person as joint 
tenants and their interests are not otherwise specified or fixed by law, then 
to the extent of the value of a fractional part to be determined by dividing 
the value of the property by the number of joint tenants. 

(2) Repealed. Apr. 2, 1948. c. 168, Title III, § 351(a), 62 Stat. 116. 

(f) Powers of Appointment 

(1) Property with respect to which decedent exercises a general power 
of appointment created on or before October 21, 1942. To the extent of 
any property with respect to which a general power of appointment cre- 
ated on or before October 21, 1942, is exercised by the decedent (1) by 
will or (2) by a disposition which Is of such nature that if it were a 
transfer of property owned by the decedent, such property would be in- 
cludible in the decedent's gross estate under subsection (c) or (d); but 
the failure to exercise such a power or the complete release of such a 
power shall not be deemed an exercise thereof. 

If before November 1, 1951, or '«^thin the time limited by paragraph 
(2) of section 403(d) of the Revenue Act of 1942, as amended, in cases- 
to which such paragraph is applicable, a general power of appointment 
created on or beforq October 21, 1942, shall have been partially released 
so that it is no longer a general power of appointment, the subsequent ex- 
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«rcise of such power shall not be deemed to he the exercise of a general 
power of appointment. 

(2) Powers created after October 21, 1M2. To the extent of any 
property with respect to which the decedent has at the time of Ms death a 
general power of appointment created after October 21, 1942, or with 
respect to which the decedent has at any time exercised or released such 
a power of appointment by a disposition which is of such nature that if 
it were a transfer of property owned by the decedent, such property would 
be includible in the decedent’s gross estate under subsection (c) or (d). 
A disclaimer or renunciation of such a power of appointment shall not 
be deemed a release of such power. 

For the purposes of this paragraph (2) the power of appointment shall 
be considered to exist on the date of the decedent’s death even though the 
exercise of the power is subject to a precedent giving of notice or even 
though the exercise of the power takes efiect only on the expiration of a 
stated period after its exercise, whether or not on or before the date of 
the decedent’s death notice has been given or the power has been exer- 
cised. 

(3) Definition of general power of appointment. For the purposes of 
this subsection the term ‘^general power of appointment” means a power 
which is exercisable in favor of the decedent, his estate, his creditors, or 
the creditors of his estate; except that — 

(A) A power to consume, invade, or appropriate property for the bene- 
fit of the decedent which is limited by an ascertainable standard relating 
lo the health, education, support, or maintenance of the decedent shall 
not be deemed a general power of appointment. 

(B) A power of appointment created on or before October 21, 1942, 
which is exercisable by the decedent only in conjunction with another per- 
son shall not be deemed a general power of appointment, 

(C) In the case of a power of appointment created after October 21, 
1942, which is exercisable by the decedent only in conjunction with an- 
other person — 

(i) if the power is not exercisable by the decedent except la conjunc- 
tion with the creator of the power — such power shall not be deemed a 
general power of appointment. 

(ii) if the power is not exercisable by the decedent except in conjunc- 
tion with a person having a substantial interest in the property, sub- 
ject to the power, which is adverse to exercise of the power in favor of 
the decedent — such power shall not be deemed a general power of appoint- 
ment. For the purposes of this clause a person who, after the death of the 
decedent, may be possessed of a power of appointment (with respect to 
the property subject to the decedent's power) which he may exercise 
in his own favor shall he deemed as having an interest in the property 
and such interest shall be deemed adverse to such exercise of the dece- 
dent’s power. 

(iii) if (after the application of clauses (i) and (ii)) the power is a 
general power of appointment and is exercisable in favor of such other 
person — such power shall be deemed a general power of appointment 
only in respect of a fractional part of the property subject to such power, 
such part to be determined by dividing the value of such property by 
the number of such persons (including the decedent) in favor of whom 
such power is exercisable. 

For the purposes of clauses (ii) and (lil) a power shall be deemed to 
be exercisable in favor of a person if it is exercisable in favor of such per- 
son, Ms estate, his creditors, or the creditors of his estate. 

(4) Creation of another power in certain cases. To the extent of any 
^property with respect to which the decedent (1) by will or (2) by a dia- 
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position wliich is of such nature that if it were a transfer of property own- 
ed by the decedent, such property would be includible in the decedent's 
gross estate under subsection (c), exercises a power of appointment 
created after October 21, 1942, by creating another power of appointment 
which under the applicable local law can be validly exercised so as to 
postpone the vesting of any estate or interest in such property, or suspend 
the absolute ownership or power of alienation of such property, for a 
period ascertainable without regard to the date of the creation of the 
first power. 

(5) Lapse of power. The lapse of a power of appointment created 
after October 21, 1942, during the life of the Individual possessing the 
power shall be considered a release of such power. The rule of the pre- 
ceding sentence shall apply with respect to the lapse of powers during 
any calendar year only to the extent that the property which could have 
been appointed by the exercise of such lapsed powers exceeded in value, at 
the time of such lapse, the greater of the following amounts: 

(A) $5,000, or 

(B) 5 per centum of the aggregate value, at the time of such lapse, 
of the assets out of which, or the proceeds of which, the exercise of the 
lapsed powers could have been satisfied. 

(g) Proceeds of life insurance 

(1) Receivable by the executor. To the extent of the amount receiva- 
ble by the executor as insurance under policies upon the life of the dece- 
dent. 

(2) Receivable by other beneficiaries. To the extent of the amount re- 
ceivable by all other beneficiaries as insurance under policies upon the life 
of the decedent (A) purchased with premiums, or other consideration, 
paid directly or indirectly by the decedent, in proportion that the amount 
so paid by the decedent bears to the total premiums paid for the insurance, 
or (B) with respect to which the decedent possessed at his death any of the 
incidents of ownership, exercisable either alone or in conjunction with any 
other person. For the purposes of clause (A) of this paragraph, if the 
decedent transferred, by assignment or otherwise, a policy of insurance, 
the amount paid directly or indirectly by the decedent shall be reduced by 
an amount which bears the same ratio to the amount paid directly or in- 
directly by the decedent as the consideration In money or money's worth 
received by the decedent for the transfer bears to the value of the policy 
at the time of the transfer. For the purposes of clause (B) of this para- 
graph, the term 'Incident of ownership" does not include a reversionary 
interest. 

(3) Transfer not a gift. The amount receivable under a policy of in- 
surance transferred, by assignment or otherwise, by the decedent shall 
not be includible under paragraph (2) (A) if the transfer did not consti- 
tute a gift, in whole or in part, under Chapter 4, or, in case the transfer 
was made at a time when Chapter 4 was not in effect, would not have con- 
stituted a gift, in whole or in part, under such chapter had it been in ef- 
fect at such time. 

(4) Repealed. Apr. 2, 1948, c. 168, Title HI, § 851 (a), 62 Stat. 116. 

(h) Prior interests. Except as otherwise specifically provided there- 
in, subsections (b), (c), (d), (e), (f), and (g) shall apply to the trans- 
fers, trusts, estates, interests, rights, powers, and relinquishment of pow- 
ers, as severally enumerated and described therein, whether made, created, 
arising, existing, exercised, or relinquished before or after February 26, 
1926. 

(!) Transfers for insufficimt consideration. If any one of the transfers, 
trusts, interests, rights, or powers, enumerated and described in subsec- 
tions (c), (d), and (f) is made, created, exercised, or relinquished for a 
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consideratioB in money or money’s worth, bnt is not a bona fide sale for an 
adeanate and full consideration in money or money’s worth, there shall be 
included in the gross estate only the excess of the fair market value at the 
time of death of the property otherwise to be included on account of such 
transaction, over the value of the consideration received therefor by the 
decedent. 

(j) Optional valuation If the executor so elects upon his return (if 
filed within the time prescribed by law or prescribed by the Commissioner 
in pursuance of law), the value of the gross estate shall be determined by 
valuing all the property Included therein on the date of the decedent’s 
death as of the date one year after the decedent’s death, except that (1) 
property included in the gross estate on the date of death and, within one 
year after the decedent’s death, distributed by the executor (or, in the 
case of property included in the gross estate under subsection (c), (d), or 
(f) of this section, distributed by the trustee under the instrument of 
transfer), or sold, exchanged, or otherwise disposed of, shall be included 
at its value as of the time of such distribution, sale, exchange, or other 
disposition, whichever first occurs, instead of its value as of the date one 
year after the decedent’s death, and (2) any Interest or estate which is 
affected by mere lapse of time shall be included at its value as of the 
time of death (instead of the later date) with adjustment for any dif- 
ference in its value as of the later date not due to mere lapse of time. No 
deduction under this subchapter of any item shall be allowed if allowance 
for such item is in effect given by the valuation under this subsection. 
Wherever in any other subsection or section of this chapter, reference is 
made to the value of property at the time of the decedent’s death, such 
reference shall he deemed to refer to the value of such property used in de- 
termining the value of the gross estate. In case of an election made by 
the executor under this subsection, then — 

(A) for the purposes of the deduction under section 8X2 (d) or section 
861(a) (3), any bequest, legacy, devise, or transfer enumerated therein, 
and 

(B) for the purposes of the deduction under section 812(e), any inter- 
est in property passing to the surviving spouse, 

shall he valued as of the date of the decedent’s death with adjustment for 
any difference in value (not due to mere lapse of time or the occurrence or 
nonoccurrenee of a contingency) of the property as of the date one year 
after the decedent’s death (substituting, in the case of property distribut- 
ed by the executor or trustee, or sold, exchanged, or otherwise disposed of, 
during such one-year period, the date thereof). 

(k) Valimtion of unlisted stock and securities. In the case of stock and 
securities of a corporation the value of which by reason of their not being 
listed on an exchange and by reason of the absence of sales thereof, cannot 
be determined with reference to bid and asked prices or with reference to 
sales prices, the value thereof shall be determined taking into considera- 
tion, in addition to all other factors, the value of stock or securities of 
corporations engaged in the same or a similar line of business which are 
listed on an exchange. 

(Z) Contemplation of death. If the decedent within a period of three 
years ending with the date of his death (except in case of a bona fide sal© 
for an adequate and full consideration in money or money’s worth) trans- 
ferred an interest in property, relinquished a power, or exercised or re- 
leased a power of appointment, such transfer, relinquishment, exercise, or 
release shall, unless shown to the contrary, be deemed to have been made 
in contemplation of death within the meaning of subsections (c), (d), and 
( f ) ; but no such transfer, relinquishment, exercise, or release made prior 
to such three-year period shall be deemed or held to have been made in 
contemplation of death. 
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(m) Cross reference 

For provision tliat relinquishment of material estates shall not be deem- 
ed a consideration “in money or money's worth/’ see section 812(b). 
53 Stat. 120, amended Oct. 21, 1942, 4:30 p. m., B. W. T., c. 619, Title 
IV, §§ 402 (a, b), 403(a), 404(a), 56 Stat. 941, 942, 944; Feb. 25, 1944, 
12:49 p. m., E. W. T., c. 63, Title V, § 501, 58 Stat. 71; Apr. 2, 1948, 
S:18 p. m., E. S. T., c. 168, Title III, §§ 351(a, b), 364(a), 62 Stat. 116, 
123; Oct. 25, 1949, c. 720, § 7(a), 63 Stat 894; Sept 23, 1950. 3:15 
p. m., B. D. T., c. 994. Title V, § 501(a), (b), 64 Stat 962; June 28, 
1951, c. 165, § 2(a), 65 Stat 91; Aug. 15, 1953, c. 512, Title II, §§ 207 
(a), 208(a), 67 Stat 623. 


Historical Note 


Beferences in Text. Joint Resolution 
of March 3, 1931 (46 Stat 1516), referred 
to in test, amended section 302(c) of the 
Revenue Act of 1926, Said Joint Res. 
Mar. 3, 1931, c. 454, 46 Stat. 1616, pro- 
vided that certain transfers in contem- 
plation of death in -which the decedent 
retained the income interests for life were 
to be included in the decedent’s gross es- 
tate for estate tax purposes. 

1953 Ajmendment. Snbsec. (c) (1) 

amended by Act Aug. 15, 1953, § 207(a), 
which exempted from application of sub- 
par (B) transfers of property with re- 
tention of the income for life by the 
transferor made prior to March 4, 1931 
and in some cases, affected by Joint Res. 
Mar 3, 1931, prior to June 7, 1932 

Subsec. (d) amended by Act Aug. 15, 
3953, § 20S(a), -which added par. (4). 

1961 Amendment. Snbsec (f) amended 
generally by Act June 28, 1951, to restore 
the law regarding preexisting powers of 
appointment as it was prior to the 
amendment of subsec. by Act Oct. 21, 
1942; to pro-vride that if a general power 
of appointment is partially released be- 
fore NOT. 1, 1951, BO that It is no longer 
a general power, a subsequent exercise of 
such power shall not be deemed the exer- 
cise of a general power; to deal with fu- 
ture powers created after enactment of 
said Act Oct. 21, 1942; to redefine a gen- 
eral power of appointment; to provide 
for successive powers of appointment; 
and to provide for the failure to exercise 
a power. 

1950 Amendment. Sub sec. (c) (1) (A) 
amended by Act Sept. 23, 1950, § 501(b) (1), 
which substituted “(A) in contemplation 
of his death, or” in lieu of "‘(A) in con- 
templation of his death, any transfer of a 
material part of his property in the na- 
ture of a final disposition or distribution 
thereof, made by the decedent within 
two years prior to his death without con- 
sideration, shall unless shown to the 
contrary, be deemed to have been made in 
contemplation of death within the mean- 
ing of this subchapter; or”. 

Subsec. (d) (4) relating to relinquish- 
ment of power in contemplation of death 
repealed by Act Sept. 23, 1960, § 501(b) 
( 2 ). 

Subsec. (?) added by Act Sept. 24 1S50, 
f 501(a). 


Subsec. (m), formerly subsec. (Z), re- 
lettered by Act Sept. 23, 1950, § 501(a). 

1949 Amendment. Subsec. (c) amend- 
ed by Act Oct. 25, 1949, to provide that 
property transferred before Mar. 4, 1931, 
shall not be included in the transferor’s 
gross estate by reason of the fact that 
he retained a life estate in the transfer- 
red property. 

1948 Amendment. Subsec. (d) (5) re- 
lating to transfers of community prop- 
erty in contemplation of death, etc. re- 
pealed by Act Apr. 2, 1948, § 351(a). 

Subsec. <e) amended by Act Apr. 2, 
1948, § 351(a), (b), which repealed sub- 
par. (2) relating to community interests, 
struck out of subsec. catch line words 
”and community interests”, and struck 
out subpar. (1) catch line “Joint inter- 
ests’*. 

Subsec. (g) (4) relating to community 
interests repealed by Act Apr. 2, 1948, 
§ 351(a). 

Subsec. (j), last sentence, amended by 
Act Apr. 2, 1948, 5 364 (a), which ex- 
tends to the valuation of an interest in 
property for which a marital deduc- 
tion is allowed substantially the same 
rule as is applicable under existing law 
in determining under the optional valu- 
ation method the value of any charitable 
bequest for which a deduction is al- 
lowed under section 812(d) of I.R.C.1939. 

1944 Amendment. Subsec (k) amend- 
ed by Act Feb. 25, 1944, which struck out 
“(k)’* and inserted “(Z)” and inserted 
new subsec. (k). 

1942 Amendment. Subsecs, (e) (1), (f) 
(1), and (g) (1) amended and subsecs, 
(d) (5), (e) (2), (f) (2, 3) and (g) (2- 
4) added by Act Oct. 21, 1942. 

Effective Date of 1953 Amendment. 
Section 207(d) of Act Aug. 15, 1953 pro- 
vided In part that the amendment to 
Bubsec. (c) (1) should apply only with 
respect to estates of decedents dying 
after February 10, 1939. 

Section 208(b) of Act Aug. 16, 1953 pro- 
vided that the amendment to subsec. (d) 
should apply only with respect to es- 
tates of decedents dying after December 
SI, 1950. 

EffecMve Date of 1951 Amendment. The 
amendlment of subsec. (f) by section 
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2(a) of Act Jnne 28, 1^1 Is made effec- 
tive as if made by section 403 of Act 
Oct. 21, 1942, on Oct. 21, 1942 (applicable 
with respect to estates of decedents dy- 
ing after Oct 21, 1942), by section 2(c) 
of said Act June 28, 1951. 

Effective Bate of 1950 Amendments. 
Section o01(c; of Act Sept. 23, 1910, pro- 
vided that the amendments of subsecs (c) 

(1) (A), (d) (4), (I), and (m), of this 
section should be applicable with respect 
to estates of decedents dying after Sept. 
23, lOuO. 

Effective Bate of 1949 Amendment. 
Section 7(b) of Act Oct. 25, 1949, as 
amended by Act Oct. 20, 1951, 2 .07 p. m., 
B. S. T., c. 521, Title VI, §§ 60S, 609, 65 
Stat. 567, provided that: 

“The amendment made by subsection 

(a) shall be applicable with respect to 
estates of decedents dying after February 
10, 1939. The provisions of section 811 
(c) of the Internal Revenue Code, [1939] 
as amended by subsection (a), shall (ex- 
cept as otherwise specifically provided in 
such section or in the following two sen- 
tences) apply to transfers made on, be- 
fore, or after February 26, 1926 The pro- 
visions of section 811(c) (1) (B) of such 
code [1939] shall not, in the case of a 
decedent dying prior to January 1, 1961, 
apply to — 

“(1) a transfer made prior to March 
4, 1931; or 

^*(2) a transfer made after March 3, 
1931, and prior to June 7, 1932, unless 
the property transferred would have been 
includible in the decedent’s gross es- 
tate by reason of the amendatory lan- 
guage of the joint resolution of March 
3, 1931 (46 Stat. 1516). 

‘"The provisions of section 811(c) (1) 
(C) of such code [1939] shall not apply to 
a transfer made prior to September 8, 
1918. 

“No interest shall be allowed or paid 
on any overpayment resulting from the 
application of subsection (a) with re- 
spect to any payment made prior to the 
date of the enactment of this Act [Oct. 
25, 19493.” 

Effective Bate of 1943 Amendment. Sec- 
tion 351 (a) of Act Apr 2, 194S, provided in 
part that repeal of subsecs, (d) (5), (e) 

(2) , and (g) (4) by section 351(a) of 
said Act Apr 2, 1948, should be effec- 
tive With respect to estates of decedents 
dying after Dee 31, 1948. 

Section 364(l>) of Act Apr. 2, 1948, pro- 
vided that amendment of this section by 
section 364(a) of said Act Apr. 2, 1948, 
should be applicaide only with respect 
to estates of decedents dying after Dec. 
31, 1947. 

Effective Bat© of 1942 Ameondment, 
Amendments of snbsecs (d) (5), (e) (1,2) 
and (f), by Act Oct 21, 1912, §§ 402(a), 

(b) , 403(a), were made applicable to es- 
tates of decedents dying after Oct. 21, 
1942, 4 .30 p. m., B IV.T., by section 401 
thereof. 

Short Title. Congress, in enacting the 
amendments to subsec. (f) of this sec- 


tion, and sub sec. (c) of section 1000 of 
I.R.G.1939, provided by section 1 of Act 
June 28, 1951 that it should be popularly 
known as the “Powers of Appointment 
Act of 1951”. 

Savings Claus©, Section 351 (c) of Act 
Apr 2, 1948, provided that: “Notwith- 
standing the repeal of sections Sllid) 
(5), 811 (e) (2), and 811(g) (4) provided 
in suiisection (a) [section 351(a) of Act 
Apr 2, 1948], the taxes imposed under 
chapter 3 of the Internal Revenue Code 
[this chapter] iipon the transfer of the 
net estate of any decedent dying after 
December 31, 1947, and on or before the 
date of the enactment of this Act [3:18 
p. m. E.S.T. Apr. 2, 1948] shall not exceed 
the taxes which would have been imposed 
under such chapter 3 upon such trans- 
fer if this section had not been enacted.” 

Eatclusion of Certain. Traja'ifers Taking 
Effeot at Death; Decedents Dying Before 
Feb. 11, 1939. Section 2()7(b) of Act Aug. 
15, 1953 provided that: “For the pur- 
poses of section 302(c) of the Revenue 
Act of 1926, as amended, an interest of 
a decedent shall not be included in his 
gross estate as intended to take effect in 
possession or enjoyment at or after his 
death unless it would have been inclu- 
dible as such a transfer under section 
811(c) (2) of the Internal Revenue Code 
[this section], as amended by section 7 
of Public Law 378, Eighty-first Congress, 
approved October 25, 1949 (63 Stat. 891), 
had such section 811(c) (2), as so amend- 
ed, applied to the estate of such decedent. 
No refund or credit of any overpayment 
resulting from the application of this 
subsection shall be allowed or made if 
prevented by the operation of the statute 
of limitations or by any other law or 
rule of law; except that if the deter- 
mination of the Federal estate tax lia- 
bility in respect of the estate of any 
decedent dying before February 11, 1939, 
was pending on January 17, 1949, in the 
Tax Court of the United States or in any 
other court of competent jurisdiction, or 
if a decision of the Tax Court of the 
United States or such other court deter- 
mining such estate tax liability did not 
become final until on or after January 
17, 1949, then refund or credit of any 
overpayment resulting from the applica- 
tion of this subsection may, nevertheless, 
be made or allowed if claim therefor is 
filed within one year from the date of 
the enactment of this Act [Aug. 15, 
1953], notwithstanding section 319(a) of 
the Revenue Act of 1926 or any other law 
or rule of law which would otherwise 
prevent the allowance of such refund or 
credit.” 

Section 207(c) of said Act Aug 15, 1953 
provided that no interest shall be al- 
lowed or paid on any overpayment re- 
sulting from the application of section 
207(b) of said Act with respect to any 
payment made before Aug. 15, 1953. 

Interest On Overpayment Itesnlt3Ui.g 
From 1953 Amendjuent. Section 207(c) of 
Act Aug. 15, 1953 provided that no inter- 
est he allowed or paid on any overpay- 
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ment resulting' from the application of 
the amendment to siibsec. fc) (1) with re- 
spect to any payment made before Aug. 
15, 1953 

Section 20T(d> of said Act Aug 35, 1953 
provided m part that subsec. (b) of said 
Act should apply only with respect to 
estates of decedents dying before Feb- 
ruary 11, 1939. 

Determiiratfoii As T© Transfers By 
Certain Decedents. Act Oct 20, 3951, 
2 '07 p. m , B S.T , c. 521. Title VI, § COT, 
65 Stat. 567, provided that: “In the case 
of property transferred by a decedent 
dying after March 18, 1937, and before 
February 11, 1939, the determination of 
whether such property is to be included 
in his gross estate under section 302(c) 
of the Revenue Act of 1926 (44 Stat. 70) as 
a transfer intended to take effect in pos- 
session or enjoyment at or after his death 
shall be made in conformity with 
Treasury Regulations in force at the 
time of his death.*' 

Date Of Creation Of Power Of Appoint- 
ment. Section 2(b) of Act June 28, 1951, 
provided that: "For the purposes of this 
section a power of appointment created 
by a will executed on or before October 
21, 1042, shall be considered a power 
created on or before such date if the 
person executing such will dies before 
July 1, 1949. without having republished 
such will, by codicil or otherwise, after 
October 21, 1942.” 

Section 2 of Act June 12, 1948, c. 459, 

62 Stat. 388, provided that: "For the 
purposes of sections 403 and 452 of the 
Revenue Act of 1942 [sections 811(f), 
812(d). 826(d), 861(a) (3) and 1000 I.R.C, 
1939] a power to appoint created by a 
will executed on or before October 21, 
1942, shall be considered a power created 
on or before such date if the person ex- 
ecuting such will dies before July 1, 1949, 
without having republished such will, by 
codicil or otherwise, after October 21, 
1942.” 

Release of Power of Appointment. 
Section 403(d) (3) of Act Oct 21, 1942, as 
amended by Acts Dec. 17, 1942, c. 740, 56 
Stat 1054; June 9, 1943, 7 p. m., E.W.T., 
c 120, § 10, 57 Stat 150; Feb. 25, 1944, 
12:49 p. m., c. 63, Title V, § 505, 

58 Stat 72; Dec. 20, 1944, c. 616, | 1, 58 
Stat. 830; June 29, 1945, c. 200, § 1, 59 
Stat. 264; May 29, 1946, c. 278, 60 Stat 

229; June 25, 1947, c. 143, § 1, 61 Stat 

178; June 12, 1948, c. 459, § 1, 62 Stat 

387; Joint Res. June 28, 1949, c. 268, § 1, 

63 Stat 280; June 27. 1950. c. 371, 64 Stat 
260, provided that: 

"(1) The amendments made by this 
section [to sections 811(f), 812(d), 826(d), 
861(a) (3)3 shall not apply with respect 
to a power to appoint, created on or be- 
fore the date of the enactment of this Act 
(Oct 21, 1942, 4:30 p m., BW.T.), which 
is other than a power exercisable in 
favor of the decedent, his estate, his 
creditors, or the creditors of his estate, 
unless such power is exercised after the 
date of the enactmeht of this Act (Oct. 21, 
1942, 4:30 p. m., B.W.T.), 


§811 

"(2) The amendments made by this 
section [to sections 811(f), 812(d), 826(d), 
S61(a) (3)] shall not become applicable 
with respect to a power to appoint, cre- 
ated on or before the date of enactment 
of this Act (Oct. 21, 1942, 4:30 p. m., B. 
W.T), w-hieh is exercisable in favor of 
the decedent. Ills estate, his creditors, 
or the creditors of his estate, if at such 
date the donee of such power is under a 
legal disability to release such power, 
until six months after the termination of 
such legal disability For the purposes 
of the preceding sentence, an individual 
in the military or naval forces of the 
United States shall, until the termination 
of the present war, be considered under 
a legal disability to release a power to 
appoint. 

"(3) The amendments made by this 
section [to sections 811(f), 812(d), 826(d), 
861(a) (3)] shall not apply with respect 
to any power to appoint, created on or 
before the date of the enactment of this 
Act [Oct. 21, 1942, 4:30 p. m., E.W.T.] if 
it is released before July 1, 1951, or with- 
in the time limited by paragraph (2) in 
cases to which such paragraph is appli- 
cable; or if the decedent dies before 
July 1, 1951, or within the time limited 
by paragraph (2) in cases to which such 
paragraph is applicable, and such power 
is not exercised.” 

Tax Free Release Of Certain. Dife Es- 
tates. Section 8 of Act Oct. 25, 1949, pro- 
vided that: 

"In the case of a transfer of property 
made prior to Jnne 7, 1932, nnder which 
the grantor retained (1) the possession 
or enjoyment of, or the right to the in- 
come from, the property, or (2) the right, 
either alone or in conjunction with any 
person, to designate the persons who 
shall possess or enjoy the property or 
the income therefrom, then an assign- 
ment by the grantor of such possession, 
enjoyment, or right to income, or a re- 
linquishment by him of such right of 
designation, shall, if made In 19^ &r 
1950, not be deemed a transfer of prop- 
erty for the purposes of chapter 4 of the 
Internal Revenue Code [1939], and shall, 
if made prior to 1951, not be deemed to 
have been made in contemplation of death 
within the meaning of chapter 3 of such 
code. The foregoing provisions shall not 
apply— 

"(A) if the transfer was made after 
March 3, 1931, and prior to June 7, 1932, 
and if the property transferred would 
have been includible in the grantor's 
gross estate upon his death by reason 
of the amendatory language of the joint 
resolution of ’March 3, 1931 (45 Stat. 
1516) ; or 

"(B) if the property transferred would 
have been includible in the grantor's 
gross estate under section 811 (d) of the 
Internal Revenue Code [1939] had he 
died on October 7, 1949.” 

Reversionary Interests In Case Of XAfe 
Insumnee. Section 209 of Act Aug. 15, 
1953 provided that: 

**Ca) Decedents dying after January lOy 
1941, and before October 22, 1942« 
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fectiT© with respect to estates of dece- 
deats dying after Jannary 10, 1041, and 
before October 22, 1042, the proceeds of 
life insaranee receivable by beneficiaries 
other than the executor shall not be in- 
cluded in the gross estate of a decedent 
under section 811(g) of the Internal 
Revenue Code [this section] unless such 
proceeds would have been includible un- 
der section 404(e) of the Revenue Act of 
1942 (as amended by section 50S(a) of the 
Revenue Act of 1950) had such section 
404(c), as so amended, applied to such 
estate. 

“(b) Interest. No interest shall be 
allowed or paid on any overpayment re- 
sulting from the application of subsec- 
tion (a) with respect to any payment 
made before the date of the enactment 
of this Act [Aug. 15, 1953].” 

Effective with respect to estates of de- 
cedents dying after Oct 21, 1942, section 
404(c) of Act Oct. 21, 1942, as amended by 
section 503(a) of Act Sept. 23, 1950, cited 
to text, provided that: “For the purposes 
of the preceding sentence, the term ‘in- 
cident of ownership’ includes a rever- 
sionary interest only if (1) at some time 
after January 10, 1941, the value of such 
reversionary interest exceeded 5 per 
centum of the value of the policy, and (2) 
the reversionary interest arose by the 
express terms of the policy or other in- 
strument and not by operation of law. 
As used in this subsection, the term ‘re- 
versionary interest’ includes a possibility 
that the policy, or the proceeds of the 
policy, (A) may return to the decedent 
or his estate, or (B) may be subject to a 
power of disposition by him. The value 
of a reversionary interest at any time 
shall be determined (without regard to 
the fact of the decedent’s death) by 
usual methods of valuation, including the 
use of tables of mortality and actuarial 
principles, pursuant to regulations pre- 
scribed by the Secretary. In determiiiing 
the value of a possibility that the policy 
or proceeds thereof may be subject to a 
power of disposition by the decedent, 
such possibility shall be valued as if it 
were a possibility that such policy or 
proceeds may return to the decedent or 
his estate.” 

Act Oct 20, 1951, 2 ;07 p. m , E S.T., c. 
521, Title VI, § 610, 65 Stat. 568, provided 
that: ‘T? refund or credit of any over- 
payment resulting from the application 
of section 503 of the Internal Revenue Act 
of 1950 [Act Sept. 23, 1950, c. 994, Title 
V, § 503, 64 Stat 962, subsec. (a) of which 
added last four sentences to Act Oct 21, 
1942, § 404(c), set out in note immediately 
above, and subsec. (b) of which is set 
out in note Immediately following this 
note] was prevented on October 25, 1950, 
by the operation of any law or rule of 
law (other than section 3760 of the In- 
ternal Revenue Code [section 3760 of 
I.R.C,1939], relating to closing agree- 
ments, and other than section 3761 of 
such code [section 3761 of I.B.C 1939], 
relating to compromises), refund or credit 
may, nevertheless, be made or allowed if 
claim therefor was filed after October 25, 
1949, and on or before October 25, 1959”. 


Amendment of subsec. (g) by Act Oct. 
21, 1942, § 404(a), was made effective by 
section 404(c) thereof as follows: “(c) 
The amendments made by subsection (a) 
[to section 811 (g)l shall be applicable 
only to estates of decedents dying after 
the date of the enactment of this Act 
[Oct 23, 1942, 11 30 p m., B.W.T.] ; but 
in determining the proportion of the 
premiums or other consideration paid 
directly or indirectly by the decedent 
(but not the total premiums paid) the 
amount so paid by the decedent on or 
before January 10, 1941, shall be excluded 
if at no time after such date the decedent 
possessed an incident of ownership in the 
policy.” 

No Interest On Refunds. Section 503 

(b) of Act Sept. 23, 1950, provided that: 
“No interest shall be allowed or paid on 
any overpayment resulting from the ap- 
plication of subsection (a) with respect 
to any paj’ment made prior to the date 
of the enactment of this Act.” 

Kefunds Or Crc^dits. Section 7(c) of 
Act Oct. 25, 1949, as amended by Act 
Sept. 6, 1950, c 898, 64 Stat. 770, provided 
that: “If refund or credit of any over- 
payment resulting from the application 
of subsections (a) and (b) is prevented 
on the date of the enactment of this Act, 
or within one year from such date, by the 
operation of any law or rule of law 
(other than section 3760 of the Internal 
Revenue Code, relating to closing agree- 
ments, and other than section 3761 of 
such code, relating to compromises), re- 
fund or credit of such overpayment may, 
nevertheless, be made or allowed if claim 
therefor is filed within one year from the 
date of the enactment of this Act. This 
subsection shall not apply with respect to 
a transfer of property in case (1) the de- 
cedent retained for Ms life or for any 
period not ascertainable without refer- 
ence to his death or for any period which 
did not in fact end before his death (A) 
the possession or enjoyment of, or the 
right to the income from, the property, or 
(B) the right, either alone or in conjunc- 
tion with any person, to designate the 
persons who should po.ssess or enjoy the 
property or the income therefrom, and 
(2) refund or credit of any overpayment 
resulting from the application of subsec- 
tions (a) and (b) was prevented on or be- 
fore January 16, 1949, by the operation of 
any law or rule of law.” 

Act Oct 20, 1951, 2 07 p. m„ B S.T., c. 
521, Title VI, § 609, 65 Stat. 567, provided 
in part that the provisions of section 7 

(c) of Act Oct. 25, 1949, as amended 
(quoted immediately above), should not 
apply to an overpayment resulting from 
the application of such section 609. The 
remainder of such section 609 amended 
section 7 (b) of said Act Oct. 25, 1949 
(providing the effective date of amend- 
ment by that Act to subsec. (c) of this 
section, and also set out in note under 
this section) by substituting, in opening 
paragraph of such section 7(b), “two 
sentences” in lieu of “sentence”, and by 
inserting, in such section 7(b). the para- 
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graph immediately preceding the last 
paragraph. 

Treaty Obligations. Section 615 of Act 
Oct. 20, 1951, provided that: “No amend- 
ment made by this Act [Act Oct. 20, 1951] 
shall apply in any case where its appli- 
cation would be contrary to any treaty 
obligation of the United States.'* 

Similar provisions were contained in 
the following Act: 

1950— Sept. 23, 1950, 3 15 p. m., B D.T.. 
c. 994, Title II, § 214, 64 Stat. 937. 


Text of Amendatory Revenno Actaw 
Complete original text of Revenue Acta 
amending this section, 1939 to date^ 
see volumes “Title 26 — ^Internal Revenue 
Acts". 

X<egislative History; For legislative 
history and purpose of Act Aug. 15, 1953, 
see 1953 U S.Code Cong, and Adm.News, 
p. 2423. See, also, Acts June 28, 1951, 
1951 U.S.Code Cong.Service, p. 1530; Sept. 
23, 1950, 1950 U.S.Code Cong.Service, p. 
3053; Apr. 2, 1948, 1948 U.S.Code Cong. 
Service, p. 1163. 


§ 812. Net estate 

For the purpose of the tax the value of the net estate shall be deter- 
mined, in the case of a citizen or resident of the United States by deduct- 
ing from the value of the gross estate — 

(a) Exemption. An exemption of $100,000; 

(b) Expenses, losses, indebtedness, and taxes. Such amounts — 

(1) for funeral expenses, 

(2) for administration expenses, 

(3) for claims against the estate, and 

(4) for unpaid mortgages upon, or any Indebtedness in respect to, 
property where the value of decedent's interest therein, undiminished 
by such mortgage or indebtedness, is included in the value of the gross es- 
tate, 

as are allowed by the laws of the jurisdiction, whether within or without 
the United States, under which the estate is being administered, but not 
including any income taxes upon income received after the death of the 
decedent, or property taxes not accrued before bis death, or any estate, 
succession, legacy, or inheritance taxes. The deduction herein allowed in 
the case of claims against the estate, unpaid mortgages, or any indebted- 
ness shall, when founded upon a promise or agreement, be limited to the 
extent that they were contracted hona fide and for an adequate and full 
consideration in money or money's worth; except that in any case In 
which any such claim is founded upon a promise or agreement of the de- 
cedent to make a contribution or gift to or for the use of any donee de- 
scribed in subsection (d) for the purposes specified therein, the deduc- 
tion for such claim shall not be so limited, but shall be limited to the ex- 
tent that it would be allowable as a deduction under subsection (d) if 
such promise or agreement constituted a bequest. There shall be disal- 
lowed the amount by which the deductions specified in paragraphs (1), 
(2), (3), and (4) exceed the value, at the time of the decedent's death, 
of property subject to claims. For the purposes of this section the term 
“property subject to claims'* means property includible in the gross es- 
tate of the decedent which, or the avails of which, would, under the ap- 
plicable law, bear the burden of the payment of such deductions in the 
final adjustment and settlement of the estate; and, for the purposes of 
this definition, the value of the property shall be reduced by the amount 
of the deduction under the next sentence attributable to such property. 
There shall also be deducted losses incurred during the settlement of es- 
tates arising from fires, storms, shipwrecks, or other casualties, or from 
theft, when such losses are not compensated for by insurance or otherwise, 
and if at the time of the filing of the return such losses have not been 
claimed as a deduction for income tax purposes in an income tax retum. 

Por the purposes of this subchapter, a relinquishment or promised 
relinquishment of dower, curtesy, or of a statutory estate created in Mem 
of dower or curtesy, or of other marital rights In the decedent's property 
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or estate, shall not he considered to any extent a consideration “in money 
or money’s worth.” 

(c) Property previously taxed. An amount eQual to the value of any 
property (1) forming a part of the gross estate situated in the United 
States of any person who died within five years prior to the death of the 
decedent, or ( 2 ) transferred to the decedent by gift within five years pri- 
or to his death, where such property can be identified as having been 
received by the decedent from the donor by gift, or from such prior dece- 
dent by gift, bequest, devise, or inheritance, or which can be identified as 
having been acquired in exchange for property so received. Property in- 
cludible in the gross estate of the prior decedent under section 811(f) 
and property included in total gifts of the donor under section 1000(c) 
received by the decedent described in this subsection shall, for the pur- 
poses of this subsection, be considered a bequest of such prior decedent 
or gift of such donor. This deduction shall be allowed only where a 
gift tax imposed under Chapter 4, or under Title III of the Revenue Act of 
1932, 47 Stat. 245, or an estate tax imposed under this chapter or any 
prior Act of Congress, was finally determined and paid by or on behalf 
of such donor, or the estate of such prior decedent, as the case may be, 
and only in the amount finally determined as the value of such property 
in determining the value of the gift, or the gross estate of such prior de- 
cedent, and only to the extent that the value of such property is included 
in the decedent’s gross estate, and only if in determining the value of the 
net estate of the prior decedent no deduction was allowable under this 
subsection, section 861(a) (2), or the corresponding provisions of any 
prior Act of Congress, in respect of the property or property given in ex- 
change therefor. 

The following property shall not, for the purposes of this subsection, 
be considered as property with respect to which a deduction may be 
allowed: (A) property received from a prior decedent who died after 
December 31, 1947, and was at the time of such death the decedent’s 
spouse, (B) property received by gift after the date of the enactment of 
the Revenue Act of 19 48 from a donor who at the time of the gift was 
the decedent’s spouse, and (C) property acquired in exchange for property 
described in clause (A) or (B). 

Where, under the provisions of section 1000(f), a gift received by the 
decedent was considered as made one-half by the donor and one-half 
by the donor’s spouse, one-half of the gift shall be considered as received 
by the decedent from each such spouse. 

Where a deduction was allowed of any mortgage or other lien in de- 
termining the gift tax, or the estate tax of the prior decedent, which was 
paid in whole or in part prior to the decedent’s death, then the deduction 
allowable under this subsection shall be reduced by the amount so paid. 
The deduction under this subsection shall be reduced by an amount 
which bears the same ratio to the amounts allowed as deductions under 
subsections (a), (d), and (e) and the amounts of general claims allowed 
as deductions under subsection (b) as the amount otherwise deductible 
under this subsection bears to property subject to general claims. If the 
property includible in the gross estate to which the deduction under this 
subsection is attributable is not wholly property subject to general 
claims — ■ 

(1) before the application of the preceding sentence, the amount of the 
deduction under this subsection shall be reduced by that part of such 
amount as the value, at the time of the decedent’s death, of such property 
(to which such deduction is attributable) subject to claims but not to 
general claims is of the value, at the time of the decedent’s death, of such 
property, and 
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(2) in tlie application of the preceding sentence in reducing the bal- 
ance, if any, of such deduction, **the amount otherwise deductible under 
this subsection’* shall be only that part of such amount otherwise de- 
ductible (determined without regard to clause (1) of this paragraph) as 
the value, at the time of the decedent’s death, of such property (to which 
such deduction is attributable) subject to general claims is of the value, 
at the time of the decedent’s death, of such property. 

For the purposes of the two preceding sentences and this sentence, 
‘‘general claims” are the amounts allowed as deductions under subsec- 
tion (b) which, under the applicable law, in the final adjustment and 
settlement of the estate may be enforced against any property subject 
to claims, as defined in subsection (b), and “property subject to general 
claims” is the value, at the time of the decedent’s death, of property sub- 
ject to claims, as defined In subsection (b), reduced by the value, at the 
time of the decedent’s death, of that part of such property against which 
amounts allowed as deductions under subsection (b) which are not gen- 
eral claims may be enforced, under the applicable law, in the final ad- 
justment and settlement of the estate. Where the property referred 
to in this subsection consists of two or more items the aggregate value 
of such items shall he used for the purpose of computing the deduction. 

(d) Transfers for public, charitable, and religious uses. The amount 
of all bequests, legacies, devises, or transfers (including the interest which 
falls into any such bequest, legacy, devise, or transfer as a result of an 
irrevocable disclaimer of a bequest, legacy, devise, transfer, or power, if 
the disclaimer is made prior to the date prescribed for the filing of the 
estate tax return or, in the case of a decedent dying on or before October 
21, 1942, if the disclaimer is made prior to September 1, 1944) to or for 
the use of the United States, any State, Territory, any political sub- 
division thereof, or the District of Columbia, for exclusively public pur- 
poses, or to or for the use of any corporation organized and operated ex- 
clusively for religious, charitable, scientific, literary, or educational pur- 
poses, including the encouragement of art and the prevention of cruelty 
to children or animals, no part of the net earnings of which inures to the 
benefit of any private stockholder or individual, and no substantial part 
of the activities of which is carrying on propaganda, or otherwise at- 
tempting to influence legislation, or to a trustee or trustees, or a fraternal 
society, order, or association operating under the lodge system, but only 
if such contributions or gifts are to be used by such trustee or trustees, 
or by such fraternal society, order, or association, exclusively for religious, 
charitable, scientific, literary, or educational purposes, or for the preven- 
tion of cruelty to children or animals, and no substantial part of the ac- 
tivities of such trustee or trustees, or of such fraternal society, order, or 
association, is carrying on propaganda, or otherwise attempting, to in- 
fluence legislation, or to or for the use of the United Nations, but only if 
such bequests, legacies, devises, or transfers to or for the use of the United 
Nations are to be used exclusively for the acquisition of a site in the city 
of New York for its headquarters, and the death of the decedent occurred 
after December 1, 1946, and before December 2, 1947. Property in- 
cludible in the decedent’s gross estate under section 811(f) received by 
a donee described in this subsection shall, for the purposes of this sub- 
section, be considered a bequest of such decedent. If the tax imposed by 
section 810, or any estate, succession, legacy, or inheritance taxes, are, 
either by the terms of the will, by the law of the jurisdiction under which 
the estate is administered, or by the law of the jurisdiction imposing the 
particular tax, payable in whole or In part out of the bequests, legacies, 
or devises otherwise deductible under this paragraph, then the amount 
deductible under this paragraph shall be the amount of such bequests, 
legacies, or devises reduced by the amount of such taxes. The amount of 
the deduction under this subsection for any transfer shall not exceed the 
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value of the transferred property required to be included In the gross 
estate. For disallowance of certain charitable, etc., deductions otherwise 
allowable under this subsection, see sections 3813 and 162(g) (2). 

(e) Bequests, etc., to surviving spouse 

(1) Allowance of marital deduction 

(A) In general. An amount equal to the value of any interest in prop- 
erty which passes or has passed from the decedent to his surviving spouse, 
but only to the extent that such interest is included in determining the 
value of the gross estate. 

(B) liife estate or other terminable interest. Where, upon the lapse 
of time, upon the occurrence of an event or contingency, or upon the fail- 
ure of an event or contingency to occur, such interest passing to the 
surviving spouse will terminate or fail, no deduction shall be allowed with 
respect to such interest — 

(i) if an interest in such property passes or has passed (for less than 
an adequate and full consideration in money or money's worth) from the 
decedent to any person other than such surviving spouse (or the estate 
of such spouse) ; and 

(ii) if by reason of such passing such person (or his heirs or assigns) 
may possess or enjoy any part of such property after such termination 
or failure of the interest so passing to the surviving spouse; 

and no deduction shall be allowed with respect to such interest (even 
if such deduction is not disallowed under clauses (i) and (ii)) — 

(iii) if such interest is to be acquired for the surviving spouse, pur- 
suant to directions of the decedent, by his executor or by the trustee of 
a trust. 

For the purposes of this subparagraph, an interest shall not be considered 
as an interest which will terminate or fail merely because it is the owner- 
ship of a bond, note, or similar contractual obligation, the discharge of 
which would not have the effect of an annuity for life or for a term. 

(0) Interest in unidentified assets. Where the assets (included in 
the decedent’s gross estate) out of which, or the proceeds of which, an 
interest passing to the surviving spouse may be satisfied include a par- 
ticular asset or assets with respect to which no deduction would be al- 
lowed if such asset or assets passed from the decedent to such spouse, 
then the value of such interest passing to such spouse shall, for the pur- 
poses of subparagraph (A), be reduced by the aggregate value of such 
particular assets. 

(D) Interest of spouse conditional on survival for limited period. For 
the purposes of subparagraph (B) an interest passing to the surviving 
spouse shall not be considered as an interest which will terminate or fail 
upon the death of such spouse if — 

(1) such death will cause a termination or failure of such interest 
only if it occurs within a period not exceeding six months after the dece- 
dent’s death, or only if it occurs as a result of a common disaster resulting 
in the death of the decedent and the surviving spouse, or only if it occurs 
in the case of either such event; and 

(ii) such termination or failure does not in fact occur. 

(E) Valuation of interest passing to surviving spouse. In determining 
for the purposes of subparagraph (A) the value of any Interest in prop- 
erty passing to the surviving spouse for which a deduction is allowed by 
this subsection — 

(i) there shall he taken into account the effect which a tax imposed by 
this chapter, or any estate, succession, legacy, or inheritance tax, has upon 
the net value to the surviving spouse of such interest; and 
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(ii) wliere sucli interest or property is incumbered in any manner, or 
where the surviving spouse incurs any obligation imposed by the decedent 
with respect to the passing of such interest, such incumbrance or obliga- 
tion shall be taken into account in the same manner as if the amount of 
a gift to such spouse of such interest were being determined. 

(F) Trust with power of appointment in surviving spouse. In the 
case of an interest in property passing from the decedent in trust, if under 
the terms of the trust his surviving spouse is entitled for life to all the 
income from the corpus of the trust, payable annually or at more frequent 
intervals, with power in the surviving spouse to appoint the entire corpus 
free of the trust (exercisable in favor of such surviving spouse, or of the 
estate of such surviving spouse, or in favor of either, whether or not in 
each case the power is exercisable in favor of others), and with no power 
in any other person to appoint any part of the corpus to any person other 
than the surviving spouse — 

(i) the interest so passing shall, for the purposes of subparagraph (A), 
be considered as passing to the surviving spouse, and 

(ii) no part of the interest so passing shall, for the purposes of sub- 
paragraph (B) (i), be considered as passing to any person other than the 
surviving spouse. 

This subparagraph shall be applicable only if, under the terms of the 
irust. sueli power in the surviving spouse to appoint the corpus, whether 
exercisable by will or during life, is exercisable by such spouse alone 
and in all events. 

(G) liife Insurance or Annuity Payments With Power of Appointment 
in Surviving Spouse. In the case of an interest in property passing from 
the decedent consisting of proceeds under a life insurance, endowment, of 
annuity contract, if under the terms of the contract such proceeds 
payable in iustallments or are held by the insurer subject to an agreement 
to pay interest thereon (whether the proceeds, upon the termination of 
any interest payments, are payable in a lump sum or in annual or m-ore 
frequent installments), and such installinent or interest payments are pay- 
able annually or at more frequent intervals, commencing not later than 
thirteen months after the decedent's death, and all amounts payable dur- 
ing the life of the surviving spouse are payable only to such spouse, and 
such spouse has the power to appoint all amounts payable under such 
contract (exercisable in favor of such surviving spouse, or of the estate of 
such surviving spouse, or in favor of either, whether or not in each case 
the power is exercisable in favor of others ) , with no power in any other 
person to appoint to any person other tfian the surviving spouse any part 
of the amounts payable under such contract — 

(1) such proceeds shall, for the purposes of subparagraph (A), be con- 
sidered as passing to the surviving spouse, and 

(ii) no part of such proceeds shall, for the purposes of subparagraph 
(B) (1), be considered as passing to any person other than the surviving 
spouse. 

This subparagraph shall be applicable only if, under the terras of the 
contract, such power in the surviving spouse to appoint, whether exer- 
cisable by will or during life, is exercisable by such spouse alone and in 
all events. 

(H) I/imitation on aggregate of deductions. The aggregate amount 
of the deductions allowed under this paragraph (computed without regard 
to this subparagraph) shall not exceed 50 per centum of the value of the 
adjusted gross estate, as defined in paragraph (2). 

(2) Computation of adjusted gross estate 

(A) General rule. Except as provided in subparagraph (B) of thia 
paragraph the adjusted gross estate shall, for the purposes of paragraph 

(1) (H), be computed by subtractings from the entire value of the gross^ 

395 



§812 ESTATE TAX— BASIC TAX 

estate tlie aggregate amount of the deductions allowed by subsection (h) 
of this section. 

(B) Special rule in cases mvolving community property. If the de- 
cedent and Ms surviTing spouse at any time held property as community 
property under the law of any State, Territory, or possession of the United 
States, or of any foreign country, then the adjusted gross estate shall, for 
the purposes of paragraph (1) (H), be determined by subtracting from 
the entire value of the gross estate the sum of: 

(i) the value of property which is at the time of the death of the de- 
cedent held as such community property; and 

(ii) the value of property transferred by the decedent during his 
life, if at the time of such transfer the property was held as such com- 
munity property; and 

(iii) the amount receivable as insurance under policies upon the life 
of the decedent to the extent purchased with premiums or other considera- 
tion paid out of property held as such community property; and 

(iv) an amount wMch bears the same ratio to the aggregate of the 
deductions allowed under subsection (b) of this section which the value 
of the property included in the gross estate, diminished by the amount 
subtracted under clauses (i), (ii), and (iii) of this subparagraph, bears to 
the entire value of the gross estate. 

For the purposes of clauses (i), (ii), and (iii) community property (except 
property which is considered as community property solely by reason of 
the provisions of subparagraph (C) of tMs paragraph) shall be considered 
as not “held as such community property” as of any moment of time, if, 
in case of the death of the decedent at such moment, such property (and 
not merely one-half thereof) would be or would have been includible in 
determining the value of his gross estate without regard to the provisions 
of section 811(a) (2). The amount to be subtracted under clause (i), 
(ii), or (iii) shall not exceed the value of the interest in the property 
described therein which is included in determining the value of the gross 
estate. 

(0) Same — Conversion into separate property 

(1) If during the calendar year 1942 or after the date of the enactment 
of the Revenue Act of 1948, property held as such community property 
(unless considered by reason of subparagraph (B) of this paragraph as 
not so held) was by the decedent and the surviving spouse converted, by 
one transaction or a series of transactions, into separate property of the 
decedent and his spouse (including any form of co-ownership by them), 
the separate property so acquired by the decedent and any property 
acquired at any time by the decedent in exchange therefor (by one ex- 
change or a series of exchanges) shall, for the purposes of clauses (i), (ii), 
and (iii) of subparagraph (B), be considered as “held as such community 
property”, 

(ii) Where the value (at the time of such conversion) of the separate 
property so acquired by the decedent exceeded the value (at such time) 
of the separate property so acquired by the decedent’s spouse, the rule 
in clause (i) shall be applied only with respect to the same portion of such 
separate property of the decedent as the portion which the value (as of 
such time) of such separate property so acquired by the decedent’s spouse 
is of the value (as of such time) of the separate property so acquired by 
the decedent. 

(3) Definition. For the purposes of this subsection an interest in prop- 
erty shall be considered as passing from the decedent to any person if and 
only if — 

(A) such interest is bequeathed or devised to such person by the 
decedent; or 
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(B) such interest is inherited by such person from the decedent; or 

(C) such interest is the dower or curtesy interest (or statutory interest 
in lieu thereof) of such person as surviYing spouse of the decedent; or 

(D) such interest has been transferred to such person by the decedent 
at any time; or 

(E) such interest was, at the time of the decedent's death, held by such 
person and the decedent (or by them and any other person) in joint 
ownership with right of survivorship; or 

(P) the decedent had a power (either alone or in conjunction with 
any person) to appoint such interest and if he appoints or has appointed 
such interest to such person, or if such person takes such interest in de- 
fault upon the release or nonexercise of such power; or 

(G) such interest consists of proceeds of insurance upon the life of the 
decedent receivable by such person. 

Except as provided in subparagraph (P) or (G) of paragraph (1), where 
at the time of the decedent's death it is not possible to ascertain the par- 
ticular person or persons to whom an interest in property may pass from 
the decedent, such interest shall, for the purposes of classes (1) and (ii) of 
subparagraph (B) of paragraph (1), be considered as passing from the 
decedent to a person other than the surviving spouse. 

( 4 ) Disclaimers 

(A) By STirvivmg spouse. If under this subsection an interest would, 
in the absence of a disclaimer by the surviving spouse, be considered 
as passing from the decedent to such spouse, and if a disclaimer of such 
interest is made by such spouse, then such interest shall, for the purposes 
of this subsection, be considered as passing to the person or persons en- 
titled to receive such interest as a result of the disclaimer. 

(B) Disclaimer by any other person. If under this subsection an in- 
terest would, in the absence of a disclaimer by any person other than the 
surviving spouse, be considered as passing from the decedent to such 
person, and if a disclaimer of such interest is made by such person and as 
a result of such disclaimer the surviving spouse is entitled to receive such 
interest, then such interest shall, for the purposes of this subsection, be 
considered as passing, not to the surviving spouse, but to the person who 
made the disclaimer, in the same manner as if the disclaimer had not been 
made. 53 Stat. 123, amended Mar. 17, 1941, c. 21, § 1, 55 Stat. 45; Oct. 
21, 1942, 4:30 p. m., E. W. T., c. 619, Title IV, §§ 403(b) (1), 405(a, b), 
406(a), 407(a) (1, 2), 408(a), 409(a), 56 Stat. 943, 945, 947-949; 
Feb. 25, 1944, 12:49 p. m„ B. W. T., c. 63, Title V, § 611(a), 58 Stat. 
74; Feb. 26, 1947, c. 7, § 5, 61 Stat. 7; Apr. 2, 1948, 3:18 p. m., B. S. T., 
c. 168, Title III, §§ 361(a), 362, 62 Stat. 117, 121; July 1, 1948, c. 789, 
§ 1, 62 Stat. 1214; Sept. 23, 1950, 3:15 p. m., E. D. T., c. 994, Title III, 
Ft. Ill, § 332(e), Title V, § 602, 64 Stat. 959, 962. 


Historical Note 


Beferences In Text. Date of enactment 
of Revenue Act of 1948 referred to in 
BUbsecs. (c), (e) (2) (C) (i), was 3:18 
p. m., E-S.T., Apr. 2, 1948. 

1950 Amendment. Subsec. (b) amended 
by Act Sept. 23, 1950, § 502, which in- 
serted “and” at end of par. (3), struck 
out “and” at end of par (4), struck out 
par. (5), and substituted “(3) and (4)’' 
in lieu of “(3), (4), and (5)” following 
“specified in paragraphs (1), (2)”. 

Sub sec. (d) amended by Act Sept. 23, 
1950, § 332(e), which added “For disal- 
lowance of certain • • • and 162(g) 

(2r. 


1948 Amendment. Subsec. (c) amended 
by Act Apr. 2, 1948, § 362, which added 
the second and third pars, to generally 
disallow with respect to property i>asslng 
beween spouses the deduction under this 
fiubsec. for property previously taxed, 
and changed reference from “subsec- 
tions (a) and (d)” to “subsections (a), 
(d), and (e)“ In the fourth par. 

Subsec. (e) added by Act Apr. 2, 1948, 
I 361(a), to provide for marital deduction 
for bequests to spouse. 

Subsec. (e) (1) (Q) amended by Joint 
Bes. July 1, 1948, to require that the first 
payment (interest or InstaJiment, as the 
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ease may be), be payable under the con- 
tract not later than 13 months after dece- 
dent’s death instead of within one year as 
formerly, to extend the provision to an- 
nuity and endowment contracts, and to 
clarify the reauirement that the surviv- 
ing spouse must bare power to appoint 
all amounts payable after the decedent’s 
death under the contract by providing 
that a power will analify if it is exercis- 
able in favor of the surviving spouse. 

1947 Amendment. Subsec. (d) amended 
by Act Feb. 26, 1947, so as to allow the 
deductions of bequests, legacies, devises, 
or transfers to the ‘United Nations for the 
acquisition of a site in New York City in 
the case of decedents dying after Dec. 1, 

1946, and prior to Dec. 2, 1947. 

1944 Amendment, Snbsec. (d) amended 
by Act Feb. 25, 1944, which inserted “or, 
in. the case of a decedent dying on or 
before October 21, 1942, if the disclaimer 
is made prior to September 1, 1944“ fol- 
lowing “if the disclaimer is made prior to 
the date prescribed for the filing of the 
estate tax return”. 

1942 Amendment. Sub secs. (b)-'(d) 
amended by Act Oct. 21, 1942. 

1941 Amendment, Sub sec. (c) amend- 
ed by Joint Bes. Mar. 17, 1941, which In- 
serted “or under Title III of the Bevenne 
Act of 1932, 47 Stat. 245,“. 

Effective Date of 1950 Amendment. 
Section 502 of Act Sept 23, 1950, provided 
in part that the amendment of snbsec. 
(b) should be effective with respect to 
o‘'4ates of decedents dying after Sept. 23, 
1950. 

Effective Date of 1948 Amendments. 
Section 2 of Joint Bes. July 1, 1948, pro- 
vided that the amendment of subsec. (e) 
(1) (G) by section 1 of said Joint Bes. 
July 1, 1948, shall be applicable to es- 
tates of decedents dying after Dec. 31, 

1947. 

Section 361(b) of Act Apr. 2, 1948, pro- 
vided that subsec. (e) of this section as 
added by section 361(a) of said Act Apr. 
2, 1948, shall be applicable only with re- 
spect to estates of decedents dying after 
Dec. 31, 1947. 

Effective Date of 1944 Amendment. 
Amendment of subsec. (d) by Act Feb. 
25, 1944, § 511(a), was made applicable 
to estates of decedents dying after Feb. 
10, 1939, by section 611(c) thereof. 

Effective Date of 1942 Amenchaent. 
Amendments of sub secs, (b), (c) affect- 
ing second, third, and fourth sentences 
of second par., and (d) adding last 
clause to first sentence, by Act Oct. 21, 
1942, was made applicable to estates of 
decedents dying after Oct. 21, 1942, 4:30 
p. m., E.W.T., -by section 401 thereof. 

Amendment of subsec- (c), first par., 
by Act Oct. 21, 1942, § 407(a) (1), and 
amendment of subsec. (c), second par., 
first sentence by section 407(a) (2) there- 
of, were, made applicable by section 407 
(c) (1, 2) thereof as follows: 

“(1) The ameiidinents made by sub^ 
section (a) (1) [to section 812(c) first' 


par.] shall be applicable to estates of de- 
cedents dying after the date of enact- 
ment of this Act [Oct 21, 1942, 4:S0 p. 
m., EW.T.], except that the reference 
therein to *an estate tax imposed under 
his [this] chapter or any prior Act of 
Congress,' shall be applicable with re- 
spect to estates of decedents dying after 
February 10, 1939. 

“(2) The amendment made by subsec- 
tion (a) (2) [to section 812(c), first sen- 
tence of second par.] shall be applicable 
with respect to estates of decedents dy- 
ing after February 10, 1939.“ 

Amendment of subsec- (d) by Act Oct, 
21, 1942, § 403(b), inserting second sen- 
tence beginning “Property includible in 
the decedent’s gross estate," was quali- 
fied in its application to certain powers 
by section 403(d) thereof, set out in ef- 
fective date note under section 811. 

Amendment of subsec. (d), inserting 
parenthetical clause in filrst sentence, by 
Act Oct. 21, 1942, § 408(a) was made ap- 
plicable to estates of decedents dying 
after Feb. 10, 1939 by section 408(c) 
thereof. 

Effective Date of 1941 Amendment. 
Act Mar. 17, 1941, § 1, amending subsec. 
(a) (2), was made effective as of Feb. 10, 
1939, by section 2 thereof. 

Date of Creation of Power of Appoint- 
ment. Time of creation of power of ap- 
pointment, see note set out under section 
811 of I.B-C.1939. 

OveorpajTments. Section 407(d) of Act 
Oct. 21, 1942, provided as follows: **(d) 
If the refund or credit of any overpay- 
ment to the extent resulting from the ap- 
plication of subsections (a), (b), and (c) 
of this section, [amending sections 812(c) 
and 861(a) (2) and the Eevenue Act of 
1926, § 303 (a, b)] is prevented on the 
date of enactment of this Act [Oct. 21, 
1942, 4:30 p. m., E.W.T-] or within one 
year from such date, then, notwithstand- 
ing any other provision of law or rule of 
law (other than this subsection of this 
section and other than section 3761 of the 
Internal Revenue Code or section 3229 
of the Revised Statutes, or such section 
as amended by section 815 of the Reve- 
nue Act of 1938, relating to compro- 
mises), such overpayment shall be re- 
funded or credited in the same manner 
as in the case of an estate tax erroneous- 
ly collected if claim therefor is filed 
Within one year from the date of enact- 
ment of this Act. [Oct, 21, 1942, 4:30 p. 
m., B.W.T.].” 

Bfarital Deduction In Ceortain Cases 
Where Decedent Died Before April 8, 

1948. Section 210 of Act Aug. 15, 1953, c. 
512, 67 Stat. ' 624, 625, provided that : 

In General. In the case of an 
interest in property passing by will from 
the decedent, if the surviving spouse is 
entitled for life to all the income from 
such property, payable annually or at 
more frequent intervals, with power in 
the surviving spouse to use and consume 
such portion of the property as the sur- 
viving spouse may need or desire for 
her (or his) comfortable support and 
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maintenance, and with no power in any 
person other than the surriving spouse 
to appoint any part of such property, 
then — 

"*(1) the interest so passing shall, for 
the purposes of subparagraph (A) of 
section 812(e) (1) of the Internal Bevenue 
Code [this section], be considered as 
passing to the surviving spouse; and 

^‘(2) no part of the interest so passing 
shall, for the purposes of subparagraph 
(B) (i) of section 812(e) (1) of the In- 
ternal Eevenue Code [this section], be 
considered as passing to any person oth- 
er than the surviving spouse. 

“Nothing in this subsection shall be 
construed to permit the same items to be 
twice deducted. 

"(b) Election, The provision of sub- 
section (a) shall apply only if the sur- 
viving spouse files an election under this 
section with the Secretary within one 
year after the date of the enactment of 
this Act [Aug. 15, 1953] under such regu- 
lations as the Secretary shall prescribe. 
If such election is so filed, the property 
subject to such power shall, notwith- 
standing any other provision of law, be 
considered for purposes of chapters 3 
and 4 of the Internal Revenue Code [sec- 
tion 800 et seq. and section 1000 et seq. of 
this title] as property as to which the 
surviving spouse had a general power of 
appointment exercisable by deed or will. 
If the surviving spouse has made an elec- 
tion pursuant to this section, the periods 
of limitation provided in chapters 3 and 
4 of the Internal Bevenue Code [section 
800 et seq, and section 1000 et seq. of 
J R.C.1930] on the making of an assess- 
ment and the beginning of distraint or a 
proceeding in court for collection shall, 
with respect to any deficiency and in- 
terest thereon resulting from such elec- 
tion, include one year immediately fol- 
lowing the date such election is filed, 
and such assessment and collection may 
be made notwithstanding any provision 
of law or any rule of law which other- 


wise would prevent such assessment and 
collection. 

“(c) Interest, No Interest shall be al- 
lowed or paid on any overpayment re- 
sulting from the application of this sec- 
tion. 

"(d) Effective Date. This section shall 
apply only with respect to estates of de- 
cedents dying after December 31, 1947, 
and on or before the date of the enact- 
ment of the Bevenue Act of 1948 [Apr. 2, 
1948]. If refund or credit of any over- 
payment resulting from the application 
of subsections (a) and (b) is prevented 
on the date of the enactment of this Act 
[Aug. 15, 1953], or within one year from 
such date, by the operation of any law 
OP rule of law (other than section 3760 of 
the Internal Bevenue Code [section 3760 
of I.R C-1939], relating to closing agree- 
ments, and other than section 3761 of 
such code [section 3761 of this title], re- 
lating to compromises), refund or credit 
of snch overpayment may, nevertheless, 
be made or allowed if claim therefor is 
filed within one year from the date of 
the enactment of this Act [Aug. 16, 
1953]. 

Treaty Obligations. Section 214 of Act 
Sept. 23, 1950, provided that: "No amend- 
ment made by this Act [Act Sept. 23, 1950] 
shall apply in any case where its applica- 
tion would be contrary to any treaty ob- 
Ugation of the United States.” 

Text of Amendatory Revenue Acts. 
Complete original text of Revenue Acts 
amending this section, 1939 to date, see 
volumes “Title 26 — Internal Bevenue 
Acts”. 

legislative History and Congressional 
Comment: Ror legislative history and 
purpose of Act Sept. 23, 1950, see 1960 
U.S.Code Cong. Service, p. 3053. See, 
also, Acts July 1, 1948, 1948 U.S.Code 
Cong. Service, p 2256; Apr, 2, 1948, 1948 
U.S.Code Cong.Service, p. 1163; Feb. 26, 
1947, 1947 U.S.Code Cong.Service, p. 956. 


§ SIB. Credit agaiiist tax 

(a) Gift tax — (1) Revenue Act of 1924. In case a tax has been im- 
posed under section 319 of the Revenue Act of 1924, 43 Stat. 313, as 
amended by section S24 of the Revenue Act of 1926, 44 Stat- 86, upon 
any gift, and thereafter upon the death of the donor the amount thereof 
is required by any provision of this subchapter to be included in the gross 
estate of the decedent then there shall be credited against and applied in 
reduction of the estate tax, which would otherwise be chargeable against 
the estate of the decedent under the provisions of this subchapter (after 
deducting from such tax the credit provided by section 81S(b)), an 
amount equal to the tax paid with respect to such gift; and in the event 
the donor has in any year paid the tax imposed by said section 319 with 
respect to a gift or gifts which upon the death of the donor must be in- 
cluded in his gross estate and a gift or gifts not required to be so included, 
then the amount of the tax which shall be deemed to have been paid 
with respect to the gift or gifts required to be so Included shall be that 
proportion of the entire tax paid on account of all such gifts which the 
amount of the gift or gISts required to be so Included bears to the total 
amount of gifts in that year. , 
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(2) Kevmne act of 1933 or chapter 4. (A) If a tax has heen paid 

under chapter 4 or under Title III of the Revenue Act of 1932, 47 Stat. 
245r on a gift, and thereafter upon the death of the donor any amount 
in respect of such gift is required to be included in the value of the 
gross estate of the decedent for the purposes of this subchapter, then there 
shall be credited against the tax imposed by section 810 or 860 the amount 
of the tax paid under chapter 4 or under Title III of the Revenue Act of 
1932 with respect to so much of the property which constituted the gift 
as is included in the gross estate, except that the amount of such credit 
shall not exceed an amount which bears the same ratio to the tax imposed 
by section 810 or 860 (after deducting from such tax the credits provided 
by section 813(a) (1) and (b)) as the value (at the time of the gift 
or at the time of the death, whichever is lower) of so much of the property 
which constituted the gift as is included in the gross estate, bears to the 
value of the entire gross estate reduced by the aggregate amount of the 
deductions allowed under subsections (d) and (e) of section 812. 

(B) In applying, with respect to any gift, the ratio stated in sub- 
paragraph (A), the value at the time of the gift or at the time of the 
death, referred to in such ratio, shall he reduced — 

(i) by such amount as will properly reflect the amount of such gift 
which was excluded in determining (for the purposes of section 1003(a), 
or of section 504 (a) of the Revenue Act of 1932) the total amount of gifts 
made during the year in which the gift was made; 

(ii) if a deduction with respect to such gift is allowed under section 
812(e) (the so-called ''marital deduction") — ^then by an amount which 
bears the same ratio to such value (reduced as provided in clause (i) of 
this subparagraph) as the aggregate amount of the marital deductions 
allowed under section 812(e) bears to the aggregate amount of such 
marital deductions computed without regard to subparagraph (H) of 
section 812(e) (1); and 

(iii) if a deduction with respect to such gift Is allowed under section 
812(d) (the so-called "charitable deduction") — then by the amount of 
such value, reduced as provided in clause (i) of this subparagraph. 

(C) Where the decedent was the donor of the gift but, under the 
provisions of section 1000(f), the gift was considered as made one-half 
by his spouse — 

(i) the term "the amount of the tax paid under chapter 4”, as used in 
subparagraph (A) of this paragraph, includes the amounts paid with 
respect to each half of such gift, the amount paid with respect to each 
being computed In the manner provided in subparagraph (D); and 

(ii) in applying, with respect to such gift, the ratio stated in sub- 
paragraph (A) of this paragraph, the value at the time of the gift or at 
the time of the death, referred to in such ratio, includes such value with 
respect to each half of such gift, each such value being reduced as provided 
in clause (i) of subparagraph (B) of this paragraph. 

(D) (i) Bor the purposes of subparagraph (A), the amount of tax 
paid under chapter 4, or under Title III of the Revenue Act of 1932, 
with respect to any gift shall be an amount which bears the same ratio 
to the total tax paid for the year in which the gift was made as the amount 
of such gift hears to the total amount of net gifts (computed without 
deduction of the specific exemption) for such year. 

(ii) For the purposes of clause (1) the "amount of such gift" shall 
be the amount included with respect to such gift in determining (for the 
purposes of section 1003(a), or of section 504(a) of the Revenue Act of 
1932) the total amount of gifts made during such year, reduced by the 
amount of any deduction allowed with respect to such gift under section 
1004(a) (2), or under section 505(a) (2) of the Revenue Act of 
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(tlie so-called ‘‘charitable deduction”), or under section 1004(a) (3) 
(the so-called “marital deduction”). 

(b) Estate, succession, legacy, and inberitance taxes. The tax im- 
posed by section 810 or 860 shall be credited with the amount of any 
estate, inheritance, legacy, or succession taxes actually paid to any State 
or Territory or the District of Columbia, or any possession of the United 
States, in respect of any property included in the gross estate (not in- 
cluding any such taxes paid with respect to the estate of a person other 
than the decedent) . The credit allowed by this subsection shall not exceed 
80 per centum of the tax imposed by section 810 or 860 (before deducting 
from such tax the credits provided by section 813(a) (1) and (2)), and 
shall include only such taxes as were actually paid and credit therefor 
claimed within four years after the filing of the return required by section 
821 or 864, except that — 

(1) If a petition for redetermination of a deficiency has been filed 
with The Tax Court of the United States within the time prescribed in 
section 871, then within such four-year period or before the expiration 
of 60 days after the decision of The Tax Court becomes final. 

(2) If, under section 822(a) (2) or section 871(h), an extension of 
time has been granted for payment of the tax shown on the return, or 
of a deficiency, then within such four-year period or before the date of 
the expiration of the period of the extension. 

Refund based on the credit may (despite the provisions of sections 
910 to 912, inclusive), be made If claim therefor Is filed within the period 
above provided. Any such refund shall be made without interest. 

(c) Same — ^Paid to foreign countries 

(1) In generaL The tax Imposed by section 810 shall be credited 
with the amount of any estate, inheritance, legacy, or succession taxes 
actually paid to any foreign country in respect of any property situated 
within such foreign country and included In the gross estate (not including 
any such taxes paid with respect to the estate of a person other than the 
decedent). If the decedent at the time of his death was not a citizen 
of the United States, credit shall not be allowed under this subsection un- 
less the foreign country of which such decedent was a citizen or subject. 
In Imposing such taxes, allows a similar credit in the case of a citizen 
of the United States resident in such country. The determination of 
the country within which property is situated shall be made in accordance 
with the rules applicable under Part III of this subchapter in determining 
whether property is situated within or without the United States. 

(2) I/imitatlons on credit. The credit provided In this subsection 
with respect to such taxes paid to any foreign country — 

(A) shall not, with respect to any such tax, exceed an amount which 
bears the same ratio to the amount of such tax actually paid to such 
foreign country as the value of property which ia- — 

(I) situated within such foreign country, 

(ii) subjected to such tax, and 

(ill) included in the gross estate 
bears to the value of all property subjected to such tax; and 

(B) shall not, with respect to all such taxes, exceed an amount which 
bears the same ratio to the tax imposed by section 810 (after deducting 
from such tax the credits provided by subsections (a) and (b) of this 
section) as the value of property which Is — 

(1) situated within such foreign country, 

(ii) subjected to the taxes of such foreign country, and 

(iii) included in the gross estate 

hears to the value of the entire gross estate reduced by the aggregate 
amount of the deductions allowed under subsections (c), (d), and (e) of 
section 812. 


T. 26h U.S.C. A— 26 
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(3) Valuatioii of pioperty 

(A) The values referred to in the ratio stated in paragraph (2) (A) are 
the values determined for the purposes of the tax Imposed by such foreign 
country. 

(B) The values referred to in the ratio stated in paragraph (2) (B) 
are the values determined under this chapter; but, in applying such 
ratio, the value of any property described in clauses (i), (ii), and (iii) 
thereof shall be reduced by such amount as will properly reflect, in 
accordance with regulations prescribed by the Secretary, the deductions 
allowed in respect of such property under subsections (c), (d), and (e) 
of section 812. 

(4) Proof of credit. The credits provided in this subsection and in 
section 936(c) shall be allowed only if the taxpayer establishes to the 
satisfaction of the Secretary (A) the amount of taxes actually paid to 
the foreign country, (B) the amount and date of each payment thereof, 

(C) the description and value of the property in respect of which such 
taxes are imposed, and (D) all other information necessary for the verifi- 
cation and computation of the credits. 

(5) Period of limitation. The credits provided in this subsection 
and in section 936(c) shall be allowed only for such taxes as were ac- 
tually paid and credit therefor claimed within four years after the filing 
of the return reauired by section 821, except that — 

(A) If a petition for redetermination of a deficiency has been filed 
with The Tax Court of the United States within the time prescribed in 
section 871, then within such four-year period or before the expiration 
of 6 0 days after the decision of The Tax Court becomes final. 

<B) If, under section 822(a) (2) or section 871(h), an extension of 
time has been granted for payment of the tax shown on the return, or of 
-a deficiency, then within such four-year period or before the date of the 
expiration of the period of the extension. 

Refund based on such credits may (despite the provisions of sections 910 
to 912, inclusive) be made if claim therefor is filed within the period 
above provided. Any such refund shall be made without interest. 53 
Stat. 125, amended June 29, 1939, 10 p. m., E. S. T., c. 247, Title IV, 
f 403, 53 Stat. 883; Mar. 17, 1941, c. 21, § 1, 65 Stat. 45; Oct. 21, 
1942, 4:30 p. m., E. W. T., c. 619, Title IV, § 410, Title V, § 504 (a, c), 
56 Stat. 960, 957; Apr. 2, 1948, 3:18 p. m., E. S. T., c. 168, Title III, 
§ 363(a), (b), 62 Stat. 121; Oct. 20, 1951, 2:07 p. m., B. S. T., c. 521, 
Title VI, § 603(a), 65 Stat. 663. 


Historical Note 


1951 Amendmeait. Subsec. (c) added 
hy Act Oct. 20, 1951. 

1948 Amendment. Subsec. (a) (2) (A) 
amended by Act Apr. 2, 1948, § 363-(a), 
which added at the end thereof “reduced 
by the aggregate ♦ ♦ ♦ of section 
812“ to allow a larger credit for the 
gift tax in certain instances, 

Subsec. (a) (2) (B)-(D) amended by 
Act Apr. 2, 1948, § 3^(b), to give effect 
in computing the credit for the gift tax 
to the estate and gift tax provisions for 
a marital deduction under sections 812(e) 
and 1004(a) (3) of I B.C.1939 and to the 
gift-tax provisions for splitting of gifts 
of spouses to third parties under section 
1000(f) of I.K.C1939, 

1943 Amendment, Sub secs, (a) (1), (2) 
(A) and (b), first par. amended by Act 
Oct. 21, 1942, S 410. 


1941 Amendment. Subsecs, (a) (2) and 
(b) amended by Joint Res. Mar. 17, 
1941. 

1989 Amendment. Subsec. (b) amend- 
ed by Act June 29, 1939. 

Change of Name. Act Oct. 21, 1942, § 
604(a), (c), changed the name of the 
Board of Tax Appeals to The Tax Court 
of the United States. See section 1100 
of I.R.C.1939 and notes thereunder. 

RffectiTe Rate of 1951 Aanendment. 
Section 603(e) of Act Oct. 20, 1951 pro- 
vided that the amendments made by that 
Act to this section and sections 874, 927, 
and 936 of I.R.C.1939 should be applica- 
ble with respect to estates of decedents 
dying after the date of enactment of such 
Act (Oct. 20, 1951). 

Effective Rate of 1948 
Section 363(e) of Act Apr. 2, 1948, pro- 
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Tided that amendments to sections 813 
and 036 by section 36.3(a)-(d) of said Act 
Apr, 2, 1948, should be applicable only 
with respect to the estates of decedents 
dying after Dec. 31, 1947. 

Effective Date of 1943 Amendment. 

Act Oct 21, 1942, I 410, was made appli- 
cable to estates of decedents dying after 
Oct 21, 1942, 4:30 p. m., E.W.T., by sec- 
tion 401 thereof. 

EOTective Date of 1941 Amendment. 

Act Mar. 17, 1941, | 1, aSecting subsecs, 
(a) <2) and (b) was made effective as of 
Feb- 10, 1939, by section 2 thereof. 

Effective Date of 1939 Amendment. 

Act June 29, 1939, was made applicable 
only with respect to estates of decedents 
dying after date of enactment of Revenue 


Act of 1939 ; which was on June 29, 193®, 
10 p. m., E.S.T. 

Treaty Obligations. Section 615 of Act 
Oct. 20, 1951, provided that: “No amend- 
ment made by this Act [Act Oct. 20, 1951] 
shall apply in any case where its applica- 
tion would be contrary to any treaty ob- 
ligation of the United States.” 

Text of Amendatory Ravenne Acts. 
Complete original text of Revenue Acts 
amending this section, 1939 to date, see 
volumes “Title 26 — Internal Revenue 
Acts”, 

liegislatlve History: For legislative 
history and purpose of Act Oct. 20. 1951, 
see 1951 U S Code Cong Service, p. 1781. 
See, also, Act Apr. 2, 1948. 1948 U.S.Code 
Coug.Service, p. 1163. 


Su'bpart II. — Returns and Payment of Tax 

§ 820. jExeciitor’s notice 

The executor, within two months after the decedent’s death, or within 
a like period after qualifying as such, shall give written notice thereof to 
the collector. 63 Stat. 126. 

§ 821. lletums 

( a ) Requirement 

(1) Retums by executor. In all cases where the gross estate at the 

death of a citizen or resident exceeds the amount of the specific exemp- 
tion provided in section 812(a), the executor shall make a return under 
oath in duplicate, setting forth (1) the value of the gross estate of the 
decedent at the time of his death; (2) the deductions allowed under sec- 
tion 812; (3) the value of the net estate of the decedent as defined in 

section 812; and (4) the tax paid or payable thereon; or such part of 
such information as may at the time be ascertainable and such supple- 
mental data as may be necessary to establish the correct tax. 

(2) Retums by beneficiaries. If the executor is unable to make a 
complete return as to any part of the gross estate of the decedent, he 
shall include in his return a description of such part and the name of 
every person holding a legal or beneficial interest therein, and upon notice 
from the collector such person shall in like manner make a return as to 
such part of the gross estate. 

(S) Cross reference 

For provision requiring a return where the gross estate exceeds $40,000, see section 
937. 

(b) Time for filing. The return required of the executor under sub- 
section (a) shall be filed at such times and in such manner as may be 
required by regulations made pursuant to law. 

(c) Place for filing. The return required of the executor under sub- 
section (a) shall be filed with the collector of the district in which was 
the domicile of the decedent at the time of his death, or, if there was no 
such domicile in the United States, then the collector of the district in 
which is situated the part of the gross estate of the decedent in the United 
States, or, if such part of the gross estate is situated in more than one dis- 
trict, then the collector of internal revenue of such district as may be 
designated by the Commissioner. 

(4) Records, s^tements> and returns. Every person liable to any tax 
imposed by this subchapter, or for the collection thereof, shdll keep such 
records, render under oath silch statements, make such returns, and com- 
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ply witli such rules and regulations, as the Commissioner, with the ap- 
proYal of the Secretary, may from time to time prescribe. 

(©) Cross references 


For general provisions relating- to returns, see tJie folio-wing: 

Section 3G03 Notice requiring records, statements, and special returns. 
Section soil. Returns executed by taxpayer. 

Section S612. Returns executed by Commissioner or collector. 

Section 3614. Verification and making of returns by Commissioner. 

Section 3615. Summons from collector to produce books and give testimony. 
Section 3631. Restrictions on examination of taxpayers. 

Section 3632. Authority to administer oatlis, take testimony, and certify. 
Section 3634, Extension of time for filing returns- 


53 Stat 126. 


Historical Note 

Codification. Subsec. (a) (3) relating ly should read “exceeds $60 000“ in view 

to provision requiring a return where of section 935(c) of I.B.C.1939. 

the gross estate exceeds $40,000 probab- 

§ 822. Payment of tax 

(a) Time of payment 

(1) General rule. The tax Imposed by this subchapter shall be due 
and payable fifteen months after the decedent’s death. 

(2) Extension of time. Where the Commissioner finds that the pay- 
ment on the due date of any part of the amount determined by the executor 
as the tax would impose undue hardship upon the estate, the Commissioner 
may extend the time for payment of any such part not to exceed ten years 
from the due date. In such case the amount in respect of which the ex- 
tension is granted shall be paid on or before the date of the expiration 
of the period of the extension, and the running of the statute of limitations 
for assessment and collection, as provided in section 874, shall be sus- 
pended for the period of any such extension. If an extension is granted, 
the Commissioner may, if he deems it necessary, require the executor to 
furnish security for the payment of the amount in respect of which 
the extension is granted in accordance with the terms of the extension. 

(3) Cross reference 

Por extension of time in case of future interests, see Supplement P. 

(b) liiability for payment. The tax imposed by this subchapter shall 
be paid by the executor to the collector. 53 Stat. 127. 

§ 823. Duplicate receipts 

The collector shall grant to the person paying the tax duplicate re- 
ceipts, either of which shall be suffilcient evidence of such payment, and 
shall entitle the executor to be credited and allowed the amount thereof 
by any court having jurisdiction to audit or settle his accounts. 53 
Stat. 127. 

§ 824. Examination of return and determination of tax 

As soon as practicable after the return Is filed the Commissioner shall 
examine it and shall determine the correct amount of the tax. 53 Stat. 
127. 


§ 825. Discharge of executor from personal liability 
(a) Application for discharge. If the executor makes written appli- 
cation to the Commissioner for determination of the amount of the tax 
and discharge from personal liability therefor, the Commissioner (as soon 
as possible, and in any event within one year after the making of such 
application, or if the application is made before the return Is filed, then 
within one year after the return is filed, but not after the expiration cr 
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the period prescribed for the assessment of the tax in sections S74 and 
875 ) shall notify the executor of the amount of the tax. The executor, 
upon payment of the amount of which he is notified, shall be discharged 
from personal liability for any deficiency in tax thereafter found to be 
due and shall be entitled to a receipt or writing showing such discharge, 

(b) Cross reference 

For continnance of lien upon the gross estate after discharge of executor, see sec- 
tion 827(c). 

63 Stat. 127. 

§ 826. Collection of unpaid tax 

(a) Sale of property. If the tax herein imposed is not paid on or 
before the due date thereof the collector shall, upon instruction from 
the Commissioner, proceed to collect the tax under the provisions of 
general law; or appropriate proceedings may be commenced in any court 
of the United States having jurisdiction, in the name of the United States, 
to subject the property of the decedent to be sold under the judgment or 
decree of the court. Prom the proceeds of such sale the amount of the 
tax, together with the costs and expenses of every description to be allowed 
by the court, shall be first paid, and the balance shall he deposited ac- 
cording to the order of the court, to be paid under its direction to the 
person entitled thereto. This subsection in so far as it applies to the 
collection of a deficiency shall be subject to the provisions of sections 
871 and 891. 

(b) Reimbursement out of estate. If the tax or any part thereof is 
paid by, or collected out of that part of the estate passing to or in the 
possession of, any person other than the executor in his capacity as such, 
such person shall be entitled to reimbursement out of any part of the 
estate still undistributed or by a just and equitable contribution by the 
persons whose interest In the estate of the decedent would have been 
reduced if the tax had been paid before the distribution of the estate or 
whose interest Is subject to equal or prior liability for the payment of 
taxes, debts, or other charges against the estate, it being the purpose and 
intent of this subchapter that so far as is practicable and unless otherwise 
directed by the will of the decedent the tax shall be paid out of the estate 
before its distribution. 

(c) Ijiability of life insurance beneficiaries. Unless the decedent directs 
otherwise in his will, if any part of the gross estate upon which tax has 
been paid consists of proceeds of policies of insurance upon the life of 
the decedent receivable by a beneficiary other than the executor, the 
executor shall be entitled to recover from such beneficiary such portion of 
the total tax paid as the proceeds of such policies bear to the sum of the 
net estate and the amount of the exemption allowed in computing the 
net estate, determined under section 935(c). If there is more than one 
such beneficiary the executor shall be entitled to recover from such bene- 
ficiaries in the same ratio. In the case of such proceeds receivable by 
the surviving spouse of the decedent for which a deduction Is allowed 
under section 812(e) (the so-called "marital deduction"), this subsection 
shall not apply to such proceeds except as to the amount thereof in excess 
of the aggregate amount of the marital deductions allowed under such 
subsection. 

(d) Liability of recipient of property over which decedent had power 
of appointment. Unless the decedent directs otherwise in his will, if any 
part of the gross estate upon which the tax has been paid consists of the 
value of property included in the gross estate under section 811(f), the 
executor shall be entitled , to recover from the person receiving such 
property by reason of the exercise, nonexercise, or release of a pqwer of 
appointment such portion of the total tax paid as the value of such 
property bears to the sum of the net estate and the amount of the exemp- 
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tion allowed in computing the net estate, determined under section 935 (c) , 
or section 861, as the case may be. If there is more than one such 
person the executor shall be entitled to recover from such persons^ in 
the same ratio. In the case of such property received by the surviving: 
spouse of the decedent for which a deduction is allowed under section 812 
le) (the so-called “marital deduction”), this subsection shall not apply 
to such property except as to the value thereof reduced by an amount 
equal to the excess of the aggregate amount of the marital deductions 
allowed under section 812(e) over the amount of proceeds of insurance- 
upon the life of the decedent receivable by the surviving spouse for which 
proceeds a marital deduction is allowed under such subsection. 53 Stat. 
127, amended Oct. 21, 1942, 4i30 p. m., E. W^. T., c. 619, Title IV, §§ 403 
(c), 404(b), 414(b), 56 Stat. 943, 945, 951; Apr. 2, 1948, 3:18 p. m., 
B. S. T., c. 168, Title III, § 366(a), (b), 62 Stat. 124. 


Historical Note 


1948 Ajnendment. Subsec. (c) amended 
by Act Apr. 2. 1948, § 365(a), which added 
last sentence to give effect, in appor- 
tioning any liability under this subsec. 
and subsec. (d) of this section in the 
case of decedent’s suryiving spouse, to 
the marital deduction allowed under sec- 
tion 812(e) of with respect to 

insurance proceeds or property which 
passed to said spouse, 

Subsec. (d) amended by Act Apr. 2» 
1948, § 365(b), which added last sentence 
to give effect, in apportioning any liabil- 
ity under this subsec, and subsec, (e) 
of this section in the case of decedent’s 
surviving spouse, to the marital deduc- 
tion allowed under section 812(e) of I.B. 
C.1939 with respect to insurance proceeds 
or property which passed to said spouse. 

1942 Amendment. Subsec. (c) amend- 
ed by Act Oct. 21, 1942, §§ 404(b), 414(b). 
Act Oct. 21, 1942, § 404(b) amended sec- 
tion generally. Act Oct. 21, 1942, § 414(b) 
omitted “in excess of $40,000,” from first 
sentence. 

Subsec. (d) added by Act Oct. 21, 1942, 
§ 403(c). 

Effective Date of 1048 Amendment. 
Section 365(c) of Act Apr. 2, 1948, pro- 


vided that the amendments to this sec- 
tion by section 365(a), (b) of said Act: 
Apr. 2, 1948 should be applicable only 
with respect to estates of decedents dy- 
ing after Dec. 31, 1947. 

Effective Date of 1942 Amendment, 
Act Oct. 21, 1942, was made applicable- 
to estates of decedents dying after Oct. 
21, 1942, 4:30 p. m., E.W.T.. by section 
401 thereof. 

Amendment by Act Oct 21, 1942, § 403. 
(c) adding subsec. (d), was qualified in 
its application to certain powers by sec- 
tion 403(d) thereof, set out in effective- 
date note under section 811. 

Date of Creation, of Power of Appoint- 
ment. Time of creation of power of ap- 
pointment, see note set out under sec- 
tion 811 of I.B.C.1939. 

Text of Amendatory Revenue Acts- 
Complete original text of Revenue Acts 
amending this section, 1939 to date, eee- 
volumes “Title 26— Internal Revenue 
Aets”. 

Degislative History? For legislative- 
history and purpose of Act Apr. 2, IMS, 
see 1948 XJ.S.Code Cong Service, p. 1163. 


§ 82T. Iiien for tax 

(a) Upon gross estate. Unless the tax is sooner paid In full, it shalh 
be a lien for ten years upon the gross estate of the decedent, except that 
such part of the gross estate as is used for the payment of charges against 
the estate and expenses of its administration, allowed by any court 
having jurisdiction thereof, shall be divested of such lien. If the Com- 
missioner is satisfied that the tax Hability of an estate has been fullr 
discharged or provided for, he may, under regulations prescribed by Mm 
with the approval of the Secretary, issue his certificate, releasing any 
or all property of such estate from the lien herein imposed. 

(b) Itiability of transferee, etc. If the tax herein imposed is not paid 
when due, then the spouse, transferee, trustee, surviving tenant, person 
in possession of the property by reason of the exercise, nonexercise, or 
release of a power of appointment, or beneficiary, who receives, or has on 
the date of the decedent's death, property included in the gross estate- 
under section 811(b), (c), (d), (e), (f), or (g), to the extent of the 
value, at the time of the decedent's death, of such property, shall he* 
personally liable for such tax. Any part of such property sold hy such 
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spouse, transferee, trustee, surviring tenant, person In possession of 
property by reason of the exercise, nonexercise, or release of a power of 
appointment, or beneficiary, to a bona fide purchaser for an adequate 
and full consideration in money or money's worth shall be divested of the 
lien provided in section 827(a) and a like lien shall then attach to all 
the property of such spouse, transferee, trustee, surviving tenant, person 
in possession, or beneficiary, except any part sold to a bona fide purchaser 
for an adequate and full consideration in money or money’s worth. 

(c) Continuance after discharge of executor. The provisions of sec- 
tion 825 shall not operate as a release of any part of the gross estate 
from the lien for any deficiency that may thereafter be determined to be 
due, unless the title to such part of the gross estate has passed to a bona 
fide purchaser for value, in which case such part shall not be subject to 
a lien or to any claim or demand for any such deficiency, but the lien 
shall attach to the consideration received from such purchaser by the 
heirs, legatees, devisees, or distributees. 

(d) Cross reference 

For authority of collector to release lien, see sections 3673 and 3674. 

53 Stat. 128, amended Oct. 21, 1942, 4:30 p. m., E, W. T., c, 619, Title IV, 
§ 411(a), 56 Stat. 950. 


Historical Hote 


1943 Amendment. Subsec. (b) amend- 
ed by Act Oct. 21. 

Bifcctivo Date of 1942 Amendment. 
Act Oct. 21, 1942, was made applicable to 
estates of decedents dying after Oct. 21, 
1912, 4:30 p. m., B.W.T., by section 401 
thereof. 


Text of Amendatory Revenne Acts. 
Complete original text of Revenue Acts 
amending this section, 1939 to date, see 
volumes “Title 26 — ^Internal Revenue 
Act»“. 


§ 82S. Cross references 

For payment of tax in case of estates in China, see Supplement B of Part IV- 
Fop interest, additions to tax, and penalties, see Supplement B of Part IV. 

For general provisions relating to assessment, collection, closing agreements, 
compromises, and refunds, see chapters 35, 38, and 37 of subtitle D. 

63 Stat, 129. 


Sulfpart III. — MisceUcmeous Provisions 

§ 840. Other laws applicable 

All administrative, special, or stamp provisions of law. Including the 
law relating to the assessment of taxes, so far as applicable, shall he 
extended to and made a part of this subchapter. 53 Stat, 129. 

§ 841. Cross references 

For authority of the Commissioner, with the approval of the Secretary, to prescribe 
and publish all needful rules and regulations for the enforcement of this subchapter, 
see section 3791. 

For other administrative provisions of a general character, see subtitle D, 

§3 Stat. 129. 


Bul>part TV. — Special Classes of Residents 
§ 850. Missiouaries in fareign service 

Missionaries duly commis^oned and serving under boards of foreign 
missions of the various religious; denominations In the United States, 
dying while in the foreign missionary service of such boards, ^^hall not, 
by reason merely of their intention to permanently remain in such foreign 
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service, be deemed nonresidents of tbe United States, bnt shall be pr^ 
sumed to be residents of the State, the District of Columbia, or the Terri- 
tories of Alaska or Hawaii wherein they respectively resided at the time 
of their commission and their departure for such foreign service. 63 
Stat. 129. 


§ S51. Citizens with estates in China 

The term ^‘resident" as used in this subchapter Includes a citizen of 
the United States with respect to whose property any probate or adminis- 
tration proceedings are had in the United States Court for China. 53 
Stat. 129. 


Historical Note 


Beferemces in Text. "United States 
Court for Cbina," referred to in text, 
was rendered inoperative by tbe Treaty 
of Jan. 11, 1943, between the United 


States and China, 57 Stat., Part II, 767, 
by which the United States relinquished 
extraterritorial rights in China. 


PAET III.— ESTATES OF NONRESIDENTS NOT CITIZENS OF THE 
UNITED STATES 


§ 860. Bate of tax 

A tax equal to the sum of the percentages set forth in section 810 of 
the value of the net estate (determined as provided In section 861) shall 
be imposed upon the transfer of the net estate of every decedent non- 
resident not a citizen of the United States dying after the date of the 
enactment of this title. 53 Stat. 129. 

§ 861. Net estate 

(a) Deductions allowed. For the purpose of the tax the value of the 
net estate shall be determined, in the case of a nonresident not a citizen 
of the United States, by deducting from the value of that part of his 
gross estate (determined as provided in section 811), which at the time 
of his death is situated in the United States — 

(1) Expenses, losses, indebtedness, and taxes. That proportion of the 
deductions specified in section 812(b) (other than the deductions de- 
scribed in the following sentence) which the value of such part bears 
to the value of his entire gross estate, wherever situated. Any deduction 
allowable under section 812(b) In the case of a claim against the estate 
which was founded upon a promise or agreement but was not contracted 
for an adequate and full consideration in money or money's worth shall 
be allowable under this paragraph to the extent that it would be allowable 
as a deduction under paragraph (3) if such promise or agreement consti- 
tuted a bequest. 

(2) Property previously taxed. An amount equal to the value of any 
property (A) forming a part of the gross estate situated in the United 
States of any person who died within five years prior to the death of the 
decedent, or (B) transferred to the decedent by gift within five years prior 
to his death, where such property can be identified as having been received 
by the decedent from the donor by gift, or from such prior decedent by 
gift, bequest, devise, or inheritance, or which can be identified as having 
been acquired in exchange for property so received. Property includible 
in the gross estate of the prior decedent under section 811(f) and 
property Included in total gifts of the donor under section 1000(c) re- 
ceived by the decedent described in this paragraph shall, for the purposes 
of this paragraph, be considered a bequest of such prior decedent or gift 
of such donor. This deduction shall be allowed only where a gift tax 
imposed under Chapter 4, or under Title III of the Revenue Act of 1932, 
47 Stat. 245, or an estate tax imposed under this chapter or any prior 
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Act of Congress, was finally determined and paid by or on behalf of such 
donor, or the estate of such prior decedent, as the case may be, and only 
in the amount finally determined as the value of such property in deter- 
mining the value of the gift, or the gross estate of such prior decedent, 
and only to the extent that the value of such property is included in 
that part of the decedent’s gross estate which at the time of his death is 
situated in the United States, and only if in determining the value of the 
net estate of the prior decedent no deduction was allowable under this 
paragraph, section 812(c), or the corresponding provisions of any prior 
Act of Congress, in respect of the property or property given in exchange 
therefor. Where a deduction was allowed of any mortgage or other lien 
in determining the gift tax, or the estate tax of the prior decedent, which 
was paid in whole or in part prior to the decedent's death, then the de- 
duction allowable under this paragraph shall be reduced hy the amount 
so paid. The deduction under this paragraph shall be reduced by an 
amount which bears the same ratio to the amounts allowed as deductions 
under paragraphs (3) and (4) and the amount of general claims allowed 
as deduction under paragraph (1) of this subsection as the amount other- 
wise deductible under this paragraph bears to property subject to general 
claims. If the property includible in the gross estate to which the de- 
duction under the paragraph is attributable is not wholly property subject 
to general claims — 

(A) before the application of the preceding sentence, the amount 
of the deduction under this paragraph shall be reduced by that part 
of such amount as the value, at the time of .the decedent's death, of 
such property (to which such deduction is attributable) subject to 
claims but not to general claims is of the value, at the time of the 
decedent's death, of such property, and 

(B) in the application of the preceding sentence in reducing the bal- 
ance, if any, of such deduction, "the amount otherwise deductible under 
this paragraph" shall be only that part of such amount otherwise deducti- 
ble (determined without regard to subparagraph (A)) as the value, at the 
time of the decedent's death, of such property (to which such deduction 
is attributable) subject to general claims is of the value, at the time of the 
decedent's death, of such property. 

For the purposes of the two preceding sentences and this sentence, "gen- 
eral claims” are the amounts allowed as deductions under paragraph (1) 
of this subsection which, under the applicable law, in the final adjustment 
and settlement of the estate may be enforced against that part of any 
property subject to claims, as defined in subsection (h) of section 812 
which at the time of the decedent's death is in the United States, and 
"property subject to general claims” is the value, at the time of the de- 
cedent’s death, of such property subject to claims, reduced by the value, 
at the time of the decedent's death, of that part of such property subject 
to claims against which amounts allowed as deductions under paragraph 
(1) of this subsection which are not general claims may be enforced, under 
the applicable law, in the final adjustment and settlement of the estate. 
Where the property referred to In this paragraph consists of two or more 
items the aggregate value of such items shall be used for the purpose of 
computing the deduction. 

(3) Transfers for public, charitable, and rdLigtous nses. The amount 
of all bequests, legacies, devises, or transfers (including the interest which 
falls into any such bequest, legacy, devise, or transfer as a result of an 
irrevocable disclaimer of a bequest, legacy, devise, transfer, or power, 
if the disclaimer is made prior to the date prescribed for the filing of the 
estate tax return, or, in the case of a decedent dying on or before Octo- 
ber 21, 1942, if the disclaimer is made prior to September 1, 1944) to 
or for the use of the United States, any State, Territory, any political 
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subdivision thereof, or the District of Columbia, for exclusively public 
purposes, or to or for the use of any domestic corporation organized and 
operated exclusively for religious, charitable, scientific, literary, or edu- 
cational purposes, including the encouragement of art and the prevention 
of cruelty to children or animals, no part of the net earnings of which 
inures to the benefit of any private stockholder or individual, and no 
substantial part of the activities of which is carrying on propaganda, or 
otherwise attempting, to influence legislation, and before December 2, 
1947, or to a trustee or trustees, or a fraternal society, order, or associa- 
tion operating under the lodge system, but only if such contributions or 
gifts are to be used within the United States by such trustee or trustees, 
or by such fraternal society, order, or association, exclusively for religious, 
charitable, scientific, literary, or educational purposes, or for the pre- 
vention of cruelty to children or animals, and no substantial part of the 
activities of such trustee or trustees, or of such fraternal society, order, 
or association, is carrying on propaganda, or otherwise attempting, to in- 
fluence legislation, or to or for the use of the United Nations, but only 
if such bequests, legacies, devises, or transfers to or for the use of the 
United Nations are to be used exclusively for the acquisition of a site in 
the city of New York for its headquarters, and the death of the decedent 
occurred after December 1, 1946. Property includible in the decedent's 
gross estate under section 811(f) received by a donee described in this 
paragraph shall, for the purposes of this paragraph, be considered a be- 
quest of such decedent. If the tax imposed by section 860, or any estate, 
succession, legacy, or inheritance taxes, are, either by the terms of the 
will, by the law of the jurisdiction under which the estate is administered, 
or by the law of the jurisdiction imposing the particular tax, payable in 
whole or in part out of the bequests, legacies, or devises otherwise de- 
ductible under this paragraph, then the amount deductible under this 
paragraph shall be the amount of such bequests, legacies, or devises re- 
duced by the amount of such taxes. The amount of the deduction under 
this paragraph for any transfer shall not exceed the value of the trans- 
ferred property required to be included in the gross estate. For disal- 
lowance of certain charitable, etc., deductions otherwise allowable under 
this paragraph, see sections 3813 and 162(g) (2). 

(4) Exemption. An exemption of $2,000. 

(h) Condition of allowance of deductions. No deduction shall be al- 
lowed in the case of a nonresident not a citizen of the United States unless 
the executor includes in the return required to be filed under section 864 
the value at the time of his death of that part of the gross estate of such 
nonresident not situated in the United States. 

(c) United States bonds. For the purposes of subsection (a), the value 
of the gross estate (determined as provided in section 811) of a decedent 
who was not engaged in business in the United States at the time of his 
death — 

(1) shall not include obligations issued by the United States prior 
to March 1, 1941; and 

(2) shall include obligations issued by the United States on or aft- 

er March 1, 1941, but only if the decedent died after the date of the 
enactment of the Revenue Act of 1951. 53 Stat. 129, amended Mar. 

17, 1941, c. 21, § 1, 55 Stat. 45; Oct, 21, 1942, 4:30 p. m., E. W. T., 
c. 619, Title IV, §§ 403(b) ( 2), 405 (c), 406 (b) , 4C>7 (a) (3), 408(b), 
409(b), 412(a), 56 Stat. 943, 946-949, 950, 951; Feb. 25, 1944^ 
12:49 p. m., E. W. T., c. 63, Title V, § 511(b), 58 Stat. 75; Feb. 26^ 
1947, c. 7, § 5, 61 Stat. 7; Sept. 23, 1950, 3:15 p. m., E. D. T., c. 994, 
Title III, Pt. Ill, § 332(f), 64 Stat. 959; Oct 20, 1951, 2:07 p. m.» 
E. S. T., c. 521, Title VI, § 604(a), 65 Stat 566. 
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Historical Note 


J£eference« laa Text. Date of enactment 
of Bevenue Act of 1951, referred to in 
fiubsec. (c) (2), was Oct. 20, 1951- 

1051 AmendLment. Subsec- (c) added by 
Act Oct. 20, 1951. 

1950 Amendment. Subsec. (a) (3) 

amended by Act Sept. 23, 1950, wMcb 
added “For disallowance of certain 
• * * and 162(g) (2).” 

1947 Amendment. Subsec. (a) (3) 

amended by Act Feb. 26, 19-1:7, so as to 
allow tlie deduction of bequests, legacies, 
■deyises, or transfers to the United Na- 
tions for the acquisition of a site in Kew 
York City in the case of decedents dying 
after Dec. 1, 1946, and prior to Dec. 2, 
1947. 

1944 Amendmeint. Subsec. (a) (3) 

amended by Act Feb. 25, 1944, which in- 
serted “or, in the case of a decedent dy- 
ing on or before October 21, 1942, if the 
disclaimer is made prior to September 1, 
1944" following “if the disclaimer is made 
prior to the date prescribed for the filing 
of the estate tax return”, in the first sen- 
tence. 

1942 Amendment. Subsec. (a) pars. (1- 
3) amended and par. (4) added by Act 
Oct. 21, 1942. 

1941 Amendment. Subsec. (a) (2) as 
amended by Joint Bes. Mar. 17, 1941. 

Dffective Date of 1951 Amendment. Sec- 
tion 604(a) of Act Oct. 29, 1901 also pro- 
vided that the amendment of this sec- 
tion made by such section C04(a) should 
•be effective with respect to estates of de- 
cedents dying after Feb. 10, 1939. 

Effective Date of 1944 Amendment. 
Amendment of subsec. (a) (3) by Act 

X'eb. 25, 1944, § 511(b), was made ap- 
plicable to estates of decedents dying 
after Feb. 10, 1939, by section 511(c) 
•thereof. 

Effective Bate of 1942 Amendment. 
Amendments of subsec. (a) pars. (1), 
<2), affecting next to last sentence, par. 
<3) adding last clause to first sentence, 
and adding par. (4), all by Act Oct. 21, 
1942, §§ 406(b), 405(c), 409(b), and 412(a), 
were made applicable to estates of de- 
cedents dying after Oct. 21, 1942, 4:30 p. 
m., K. W. T., by section 401 thereof. 

Amendment of subsec- (a) (2) by Act 
Oct. 21. 1942, I 407(a) (3), affecting first 
two sentences of said par. (2), were made 
applicable by section 407(c) (3) thereof 
as follows: “The amendments made by 
subsection (a) (3) [to section 861(a) (2)] 
shall be applicable to estates of deced- 
ents dying after the date of enactment of 
this Act [Oct 21, 1942, 4:30 p. m., B W, 
T-l» except that the reference therein to 
“an estalie tax imposed under this chapter 
or any prior Act of Congress," shall be 
applicable with respect to estates of de- 


cedents dying after February 10, 1939 

Amendment of subsec. (a) (3) by Act 
Oct. 21, 1942, § 403(b), inserting second 
sentence beginning “Property includible 
in the decedent’s gross estate,” was qual- 
ified in its application to certain powers 
by section 403(d) thereof set out in ef- 
fective date note under section 811. 

Amendment of subsec. (a) (3) by Act 
Oct. 21, 1942, § 408(b), inserting paren- 
thetical clause in first sentence, was 
made applicable to estates of decedents 
dying after Feb. 10, 1939, by section 40S 
(c) thereof. 

Effective Date of 1941 Amendment. 
Act Mar. 17, 1941, § 1, affecting subsec. 
(a) (2), was made effective Feb. 10, 1939, 
by section 2 thereof 

Date of Creation of Power of Appoint- 
ment. Time of creation of power of ap- 
pointment, see note set out under sec- 
tion 811 of I.EC.1939. 

Overpayments. Section 407(d) of Act 
Oct. 21, 1942, provided as follows: “(d) 
If the refund or credit of any overpay- 
ment to the extent resulting from the ap- 
plication of subsections (a), (b), and (c) 
of this section, is prevented on the date 
of enactment of this Act [Oct. 21, 1942, 
4:30 p. m. B. W. T.J or within one year 
from such date, then, notwithstanding 
any other provision of law or rule of law 
(other than this subsection of this section 
and other than section 3761 of the In- 
ternal Be venue Code or section 3229 of the 
Eevised Statutes, or such section as 
amended by section 815 of the Bevenue 
Act of 19^, relating to compromises), 
such overpayment shall be refunded or 
credited in the same manner as in the 
case of an estate tax erroneously collect- 
ed if claim therefor is filed within one 
year from the date of enactment of this 
Act.” 

Treaty Obligations. Section 615 of Act 
Oct. 20, 1951, provided that: “No amend- 
ment made by this Act [Act Oct. 20, 1951] 
shall apply in any case where its appli- 
cation would be contrary to any treaty 
obligation of the United States.” 

Similar provisions were contained In 
the following Act: 

1950— Sept. 23, 1950, 3:15 p. m., B. D. 

T., c. 994, Title II, § 214, 64 Stat 937 

Text of Amendatory Revenue Acts. 
Complete original text of Bevenue Acts 
amending this section, 1939 to date, see 
volumes “Title 26 — ^Internal Bevenue 
Acts”. 

Des^slative History and Congressional 
Comment: For legislative history and 
purpose of Act Oct. 20, 19^, see 1951 U.S. 
Code Cong.Service, p. 1781. ■See, aisOf 
Acts Sept. 23, 1950, 1950 U.S.Code Cong. 
Service, p. 3053; Feb. 26, 1947, 1947 U.S. 
Code Cong.Service, p. 966. 
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§ 862. Property witiiio the United States 

For tlie purpose of this subchapter — 

(a) Stock in domestic corporation. Stock in a domestic corporation 
owned and held by a nonresident not a citizen of the United States shall 
be deemed property within the United States; and 

(I)) Revocable ti*ansfers and transfers in contemplation of death. Any 
property of which the decedent has made a transfer, by trust or other- 
wise, within the meaning’ of section 811 (c) or (d), shall be deemed to be 
situated in the United States, if so situated either at the time of the trans- 
fer, or at the time of the decedent's death. 53 Stat. 131- 

§ 863. Property without the United States 

The following items shall not, for the purpose of this subchapter, be 
deemed property within the United States: 

(a) Proceeds of life insurance. The amount receivable as insurance 
upon the life of a nonresident not a citizen of the United States; and 

(b) Bank deposits. Any moneys deposited with any person carrying 
on the banking business, by or for a nonresident not a citizen of the United 
States who was not engaged in business in the United States at the time 
of his death. 

(c) Works of art on loan for exhibition. Works of art owned by a 
nonresident not a citizen of the United States (1) imported Into the Unit- 
ed States solely for exhibition purposes, (2) loaned for such purposes 
to a public gallery or museum, no part of the net earnings of which inures 
to the benefit of any private stockholder or individual, and (3) at the 
time of the death of the owner, on exhibition, or en route to or from ex- 
hibition, in such a public gallery or museum. 53 Stat. 131, amended Sept. 
I, 1950, c. 836, § 1, 64 Stat. 576; Oct. 20, 1951, 2:07 p. m., E, S. T.. c. 
521, Title VI, § 605(a), 65 Stat. 567. 


Historical Note 


1351 Amendment. Subsec. (c) amended 
by Act Oct. 20, 1951, to extend the estate 
tux exemption granted by such subsec- 
tion with respect to works of art loaned 
by a nonresident alien to the National 
Uallery of Art, Washington, D C., to 
works of art loaned to other public gal- 
leries or museums. 

1950 Amendment. Sub sec. (c) added 
by Joint Kes. Sept. 1, 1950. 

KflTectiv© Date of 1S51 Amendmont. 
Section 605(b) of Act Oct. 20, 1951 pro- 
vided that the amendment made by that 
Act to this section should be applicable 
only with respect to estates of decedents 
dying after the date of enactment of such 
Act (Oct. 20, 1951). 

EfTective Date of 1950 AmendLmeint. Sec- 
tion 4 of Joint Res. Sept. 1, 1050, pro- 
vided in part that the amendment made 


by section 1 of said Joint Res. Sept. 1, 
1950, shall be applicable only with re- 
spect to estates of decedents dying after 
Sept. 1, 1960. 

Treaty Obligations. Section 615 of 
Act Oct. 20, 1951, provided that: “No 
amendment made by this Act [Act Oct. 
20, 1951] shall apply in any case where 
its application would be contrary to any 
treaty obligation of the United States." 

Text of Amendatory Keveoine Acts. 
Complete original text of Revenue Acts 
amending this section, 1939 to date, 
see volumes “Title 26 — ^Internal Revenue 
Acts”. 

Xegislative History: For legislative 
history and purpose of Act Oct 20, 3951, 
see 1951 U.S.Code Cong Service, p. 17S1 
See, also, Act Sept. 1, 1950, 1950 US.Code 
Cong.Service, p. 3538. 


§ 864. Returns 
(a) Requirement 

(1) Returns by executor. In the case of the estate of every nonres- 
ident not a citizen of the United States any part of whose gros^ estate 
situated in the United States exceeds the amount of the specific exemption 
provided in section 861(a) (4), the executor shall make a return under 
oath in duplicate, setting forth (A) the value of that part of the gross 
estate of the decedent situated in the United States at the time of his 
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death; (B) the deductions allowed under section 861; (C) the ralue of 
the net estate of the decedent as defined in section 861; (D) the tax paid 
or payable thereon; or such part of such information as may at the time 
he ascertainable and such supplemental data as may he necessary to es- 
tablish the correct tax. 

(2) Betums by beneficiaries. If the executor is unable to make a 
complete return as to any part of the gross estate of the decadent, he shall 
include in his return a description of such part and the name of every 
person holding a legal or beneficial interest therein, and upon notice from 
the collector such person shall in like manner make a return as to such 
part of the gross estate. 

(b) Time for filing. The return required of the executor under subsec- 
tion (a) shall be filed at such times and in such manner as may be required 
by regulations made pursuant to law. 

(c) Place for filing. The return required of the executor under sub- 
section (a) shall be filed with the collector of the district in which is situ- 
ated the part of the gross estate of the decedent in the United States, or, 
if such part of the gross estate is situated in more than one district, then 
the collector of such district as may be designated by the Commissioner. 
53 Stat. 131, amended Oct. 21, 1942, 4:30 p. m., E. W. T., c. 610, Title 
IV, § 412(c), 56 Stat. 951. 


Historical Hote 


1S43 AmemdLmeEiit. Snbsec. (a) (1) 

amended by Act Oct. 21, 1942. 

Effective Date of 1942 Amendment. Act 
Oct. 21, 1942, was made applicable to 
estates of decedents dying after Oct. 21, 
1942, 4:S0 p. m. E. W. T., by section 401 
thereof. 


Text of Amendatory Revenue Acts. 
Complete original text of Revenue Act& 
amending this section, 1039 to date, 
see volTinaea “Title 26— Internal Revenue 
Acts". 


§ 865, Cross reference 
For missionaries in foreign service, see section 850. 
63 Stat. 131. 


PART IV.— SUPPIiEMENTAIi PROVISIONS 
Supplement A, — Assessment Collection of Deficiencies 

§ 870. Definition of deficiency 

As used in this subchapter in respect of the tax Imposed by this sub- 
chapter the term ^‘deficiency§ ** means — 

(1) The amount by which the tax Imposed by this subchapter exceeds 
the amount shown as the tax hy the executor upon his return; but the 
amount so shown on the return shall first be increased by the amounts 
previously assessed (or collected without assessment) as a deficiency, and 
decreased by the amounts previously abated, refunded, or otherwise repaid 
in respect of such tax; or 

(2) If no amount is shown as the tax by the executor upon his return, 
or if no return is made by the executor, then the amount by which the 
tax exceeds the amounts previously assessed (or collected without assess- 
ment) as a deficiency; but such amounts previously assessed, or collected 
without assessment, shall first be decreased by the amounts previously 
abated, refunded, or otherwise repaid in respect of such tax. 53 Stat. 132. 

§ 871. Procedure in gemeral 

[(a) (1) Fetation to The Tax Court of the United States.Ji If the 
Commissioner determines that there is a deficiency in respect of the tax. 
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imposed by this subchapter, the Commissioner is authorized to send notice 
of such deficiency to the executor by registered mail. Within 90 days 
after such notice is mailed (not counting Saturday, Sunday, or a legal 
holiday in the District of Columbia as the ninetieth day) , the executor may 
file a petition with The Tax Court of the United States for a redetermina- 
tion of the deficiency. No assessment of a deficiency in respect of the tax 
imposed by this subchapter and no distraint or proceeding in court for its 
collection shall be made, begun, or prosecuted until such notice has been 
mailed to the executor, nor until the expiration of such 90-day period, 
nor, if a petition has been filed with the Tax Court, until the decision of 
the Tax Court has become final. Notwithstanding the provisions of sec- 
tion 3653(a) the making of such assessment or the beginning of such 
proceeding or distraint during the time such prohibition is in force may 
be enjoined by a proceeding in the proper court. If the notice is addressed 
to an executor outside the States of the Union and the District of Columbia, 
the period specified in this paragraph shall be one hundred and fifty days 
in lieu of ninety days. 

(2) Cross references 

For exceptions to the restrictions imposed by this subsection see — 

Subsection (d) of this section, relating to waivers by the executor; 

Subsection (f) of this section, relating to notifications of mathematical errors ap- 
pearing upon the face of the return. 

Section 872, relating to jeopardy assessments; and 

Section 1145, relating to assessment or collection of the amount of the deficiency 
determined by the Tax Court pending court review. 

[(b) Collection of deficiency found by Tax Court. ]i If the executor 
files a petition with the Tax Court, the entire amount redetermined as 
the deficiency by the decision of the Tax Court which has become final 
shall be assessed and shall be paid upon notice and demand from the col- 
lector. No part of the amount determined as a deficiency by the Commis- 
sioner but disallowed as such by the decision of the Tax Court which has 
become final shall be assessed or be collected by distraint or by proceeding 
in court with or without assessment. 

(c) Failure to file petition. If the executor does not file a petition 
with the Tax Court within the time prescribed in subsection (a) the de- 
ficiency, notice of which has been mailed to the executor, shall be assessed, 
and shall be paid upon notice and demand from the collector. 

(d) Waiver of restrictions. The executor shall at any time have the 
right, by a signed notice in writing filed with the Commissioner, to waive 
the restrictions provided in subsection (a) on the assessment and collec- 
tion of the whole or any part of the deficiency. 

(e) Increase of deficiency after notice mailed. The Tax Court shall 
have jurisdiction to redetermine the correct amount of the deficiency even 
if the amount so redetermined is greater than the amount of the deficiency, 
notice of which has been mailed to the executor, and to determine whether 
any additional amount or addition to the tax should be assessed, if claim 
therefor is asserted by the Commissioner at or before the hearing or a re- 
hearing. 

(f) Further deficiency letters restricted. If the Commissioner has 
mailed to the executor notice of a deficiency as provided in subsection (a), 
and the executor files a petition with the Tax Court within the time pre- 
scribed in such subsection, the Commissioner shall have no right to de- 
termine any additional deficiency, except in the case of fraud, and except as 
provided in subsection (e) or section 872(c). If the executor is notified 
that, on account of a mathematical error appearing upon the face of the 
return, an amount of tax in excess of that shown upon the return is due, 
and that an assessment of the tax has been or will be made on the basis of 
what would have been the correct amount of tax but for the mathematical 
error, such notice shall not be considered, for the purposes of this subsec- 
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tion or of subsection (a), or of section 911, as a notice of a deficiency, 
and the executor shall have no right to file a petition with The Tax Court 
of the United States based on such notice, nor shall such assessment or 
collection be prohibited by the provisions of subsection (a), 

[(g) Final decisions of Tax Court.] i For the purposes of this subchap- 
ter the date on which a decision of the Tax Court becomes final shall be 
determined according to the provisions of section 1140. 

(h) Extension of time for payment of deficiency. Where it is shown 
to the satisfaction of the Commissioner that the payment of a deficiency 
upon the date prescribed for the payment thereof will result in undue 
hardship to the estate, the Commissioner, under regulations prescribed 
by the Commissioner, with the approval of the Secretary (except where 
the deficiency is due to negligence, to intentional disregard of rules and 
regulations or to fraud with intent to evade tax) , may grant an extension 
for the payment of such deficiency or any part thereof for a period not in 
excess of four years. If an extension is granted, the Commissioner may 
require the executor to furnish a bond in such amount, not exceeding 
double the amount of the deficiency, and with such sureties as the Com- 
missioner deems necessary, conditioned upon the payment of the deficiency 
in accordance with the terms of the extension. In such case the running 
of the statute of limitations for assessment and collection, as provided in 
section 874, shall be suspended for the period of any such extension. 

(i) 50 per cent addition treated as deficiency. The 50 per centum ad- 
dition to the tax provided by section 3612(d) (2) shall, when assessed irt 
connection with an estate tax, be assessed, collected, and paid in the same 
manner as if it were a deficiency, except that the provisions of section 
891 shall not be applicable. 53 Stat. 132, amended Oct. 21, 1942, 4:30 
p. m., E. W. T., c. 619, Title IV, § 413(a), Title V, § 504(a, c), 56 Stat. 
951, 957; Dec. 29, 1945, c. 652, Title II, § 203(a), 59 Stat. 673, 

1 Catchline supplied by editor In conformance with change of name of Board of 
Tax Appeals. 


Historical Note 


1945 Amendment. Subsec. (a) (1) 

amended by Act Dec. 29, 1945, which in- 
serted “Saturday,” preceding “Sunday” 
within parenthesis in second sentence. 

1942 Amendment. Subsec. (a) (1) 

amended by Act Oct 21, 1942, § 413(a), 
which added last sentence thereto. 

Change of Name. Act Oct. 21, 1942, $ 
504(a), (c), changed the name of the 
Board of Tax Appeals to The Tax Court 
of the United States. For text of said 
subsections see section 1100 of I.R.C. 
1939 and notes thereunder. 

KfiTective Date ef 1945 Amendment. 
Act Dec. 29, 1945, § 203(a), was made ef- 


fective as of Sept. 8, 1946, by section 209 
(b) thereof. 

Effective Date of 1942 Amendment. Act 
Oct. 21, 1942, § 413(a), was made applic- 
able to notices of deficiency mailed after 
Oct. 21, 1942, 4 :30 p. m , D. W. T. 

Text of Amendatory Kevenne Acts. 

Complete original text of Revenue Acts 
amending this section, 1939 to date, see 
volumes “Title 26-Internal Revenue Acts”. 

Congressional Co'noiment; For legisla- 
tive history and purpose of Act Dec. 29, 
1945, see 1945 U.S.Code Cong.Service, p. 
94G, 


§ 872. Jeopardy assessments 

(a) Authority for maMiig. If the Commissioner believes that the as- 
sessment or collection of a deficiency will be jeopardized by delay, he shall 
immediately assess such deficiency (together with all interest, additional 
amounts, or additions to the tax provided for by law) and notice and de- 
mand shall be made by the collector for the payment thereof. 

(b) Deficiency letters. If the jeopardy assessment is made before any 
notice in respect of the tax to which the jeopardy assessment relates has- 
been mailed under section 871(a), then the Commissioner shall mall a no-- 
tice under such subsection wtihin 60 days after the making of the assess- 
ment. 
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£(c) Amoimt assessable before decision of Tax Court,] i Tbe Jeopardy 
assessment may be made in respect of a deficiency greater or less^ tban 
tbat notice of wMch bas been mailed to tbe executor, despite the provisions 
of section 871(f) and whether or not the executor has theretofore filed a 
petition with The Tax Court of the United States. The Commissioner 
may# at any time before the decision of the Tax Court is rendered, abate 
such assessment, or any unpaid portion thereof, to the extent that he be- 
lieves the assessment to be excessive in amount. The Commissioner shall 
notify the Tax Court of the amount of such assessment, or abatement, if 
the petition is filed with the Tax Court before the making of the assess- 
ment or is subsequently filed, and the Tax Court shall have jurisdiction to 
redetermine the entire amount of the deficiency and of all amounts as- 
sessed at the same time in connection therewith. 

[ (d) Amount assessable after decision of Tax Court.]! If the jeopardy 
assessment is made after the decision of the Tax Court is rendered such 
assessment may he made only in respect of the deficiency determined by 
the Tax Court in Its decision. 

(e) Expiration of right to assess. A Jeopardy assessment may not be 
made after the decision of the Tax Court has become final or after the 
executor has filed a petition for review of the decision of the Tax Court. 

(f) Eond to stay collection. When a Jeopardy assessment has been 
made the executor, within 30 days after notice and demand from the col- 
lector for the payment of the amount of the assessment, may obtain a stay 
of collection of the whole or any part of the amount of the assessment by 
filing with the collector a bond in such amount, not exceeding double the 
amount as to which the stay is desired, and with such sureties, as the col- 
lector deems necessary, conditioned upon the payment of so much of the 
amount, the collection of which is stayed by the bond, as is not abated by 
a decision of the Tax Court which has become final, together with inter- 
est thereon as provided in section 892 or 893(b) (4). If any portion of 
the jeopardy assessment is abated by the Commissioner before the decision 
of the Tax Court is rendered, the bond shall, at the request of the taxpayer, 
be proportionately reduced. 

(g) Same — ^further conditions. If the bond is given before the executor 
has filed his petition with the Tax Court under subsection (a) of section 
871, the bond shall contain a further condition that if a petition is not filed 
within the period provided in such subsection, then the amount the col- 
lection of which is stayed by the bond will be paid on notice and demand 
at any time after the expiration of such period, together with interest 
thereon at the rate of 6 per centum per annum from the date of the 
jeopardy notice and demand to the date of notice and demand under this 
subsection. 

(h) Waiver of stay. Upon the filing of the bond the collection of so 
much of the amount assessed as is covered by the bond shall be stayed. 
The executor shall have the right to waive such stay at any time in re- 
spect of the whole or any part of the amount covered by the bond, and if 
as a result of such waiver any part of the amount covered by the bond is 
paid, then the bond shall, at the request of the executor, be proportion- 
ately reduced. If the Tax Court determines that the amount assessed is 
greater than the amount which should have been assessed, then when the 
decision of the Tax Court is rendered the bond shall, at the request of the 
executor, be proportionately reduced. 

(i) Collection of unpaid amounts. When the petition has been filed 
with the Tax Court and when the amount which should have been assessed 
has been determined by a decision of the Tax Court which has become 
final, then any unpaid portion, the collection of which has been stayed by 
^the bond, shall be collected as part of the tax upon notice and demand 
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from tlia collector, and any remaining portion of the assessment shall be 
abated. If the amount already collected exceeds the amount determined 
as the amount which should have been assessed, such excess shall be re- 
funded. If the amount determined as the amount which should have 
been assessed is greater than the amount actually assessed, then the dif- 
ference shall be assessed and shall be collected as part of the tax upon 
notice and demand from the collector. 

(J) Abatement if Jeopardy does not exist. The Secretary may abate 
the jeopardy assessment if he finds that jeopardy does not exist. Such 
abatement may not be made after a decision of The Tax Court of the 
United States in respect of the deficiency has been rendered or, if no 
petition is filed with The Tax Court of the United States, after the expira- 
tion of the period for filing such petition. The period of limitation on 
the making of assessments and the beginning of distraint or a proceeding 
in court for collection, in respect of any deficiency, shall be determined 
as if the jeopardy assessment so abated had not been made, except that 
the running of such period shall in any event be suspended for the period 
from the date of such jeopardy assessment until the expiration of the tenth 
day after the day on which such jeopardy assessment is abated. 53 Stat. 
133, amended Oct. 21, 1942, 4; 30 p. m., E. W. T., c. 619, Title V, § 504(a), 
<c), 56 Stat. 957; Aug. 14, 1953, c. 488, § 1(b), 67 Stat. 583. 

1 Catchline supplied by editor in conformance witli change of name of Board of 
Tax Appeals. 


Historical Note 


1S53 Amondjoaent. Subsec. (j) added by 
Act Aug. 14, 1953. 

Cbange of Name. Act Oct. 21, 1942, I 
604(a), (c), changed the name of the 
Board of Tax Appeals to The Tax Court 
of the United States. For text of said 
subsections see section 1100 of I.B.C.1939 
and cotes thereunder. 

EffoctiT© I)a.te of 1953 Amendmesit. 
Section. 1(c) of Act Aug. 14, 1953, pro- 
vided that the amendments to this sec- 
tion by said Act should be applicable to 


jeopardy assessments made or in exist- 
ence on Aug. 14, 1953 or which are there- 
after made. 

Text of Amendatory Hevenue Acts. 
Complete original text of Revenue Acts 
amending this section, 1939 to date, see 
volumes “Title 26-Interiial Revenue Acts". 

Xegislativo History: For legislative 
history and purpose of Act Aug, 14, 1953, 
see 1953 U.S.Code Cong, and Adm.News, 
P, 239a 


§ STS* Cfiaims in abatement 

No claim in abatement shall be filed In respect of the assessment of any 
estate tax imposed by this subchapter. 53 Stat. 135. 


§ 874. Period of limitation upon assessment and collection 

(a) General rule. Except as provided In subsection (b) the amount 
of estate taxes imposed by this subchapter shall be assessed within three 
years after the return was filed, and no proceeding in court without as- 
sessment for the collection of such taxes shall he begun after the expira- 
tion of three years after the return was filed. 

(b) Exceptions 

(1) False retnm or no return. In the case of a false or fraudulent re- 
turn with intent to evade tax or of a failure to file a return the tax may be 
assessed, or a proceeding in court for the eollectlon of such tax may be 
begun without assessment, at any time. 

(2) Collection after assessmmt. Where the assessment of any tax 
imposed by this subchapter has been made within the statutory period of 
limitation properly applicable thereto, such tax may be collected by dis- 
traint or by a proceeding in court, but only if begun (1) within six years 
after the assessment of the tax, or (2) prior to the expiration of any period 
for collection agreed ui^on in writing by the Commissioner and the 
executor. 


T. 2$h U.S.C.A— 27 
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(S> Recovery of taxes claimed as credit. If any tax claimed as a credit 
under section 813(b) or (c) or section 936(c) is recovered from any for- 
eign country, any State, any Territory or possession of tbe United States, 
or the District of Columbia, the executor, or any other person or persons 
recovering such amount, shall give notice of such recovery to the Secre- 
tary at such time and in such manner as may be required by regulations 
prescribed by him, and the Secretary shall redetermine the amount of the 
tax under this chapter and the amount, if any, of the tax due upon such 
redetermination, shall be paid by the executor or such person or persons, 
as the case may be, upon notice and demand. 63 Stat. 135, amended Oct. 
20, 1951, 2:07 p. m., E. S. T., c. 521, Title VI, § 603(d), 65 Stat. 566. 


Historical Note 


1951 Ajnendment. Snbsec, (b) (3) add- 
ed by Act Oct 20, 1951. 

Effective Bate of 1901 Ammameat. 
Ainen4inezit by Act Oct 20, 1951 as ap- 
plicable with respect to estates of dece- 
dents dying after Oct 20, 1951, see note 
under section S13 of I-Il.C.1939. 

Treaty Obligations. Section 615 of Act 
Oct. 20, 1951, provided that; “No amend- 
ment made by this Act [Act Oct 20, 1951) 


shall apply In any case where its appli- 
cation would be contrary to any treaty 
obligation of the United States.’* 

Text of Amendatory Rovenne Acts. 

Complete original text of ilevenue Acts 
amending this section, 19S9 to date, see 
volumes “Title 26-Internal Revenue Acts”. 

liegislative History: For legislative 
history and purpose of Act Oct. 20, 1951, 
see 1951 U.S.Code Cong.Service, p. 1781, 


§ 875. Su^ension of nmnlng of statute 

The running of the statute of limitations provided in section 874 on the 
making of assessments and the beginning of distraint or a proceeding in 
court for collection, in respect of any deficiency, shall (after the mailing 
of a notice under section 871(a)) be suspended for the period during 
which the Commissioner is prohibited from making the assessment or be- 
ginning distraint or a proceeding in court (and in any event, if a proceed- 
ing in respect of the deficiency is placed on the docket of the Tax Court, 
until the decision of the Tax Court becomes final), and for 60 days there- 
after, 53 Stat, 135, amended Oct. 21, 1942, 4:30 p. m., B. W. T., c. 619, 
Title V, § 504(a), (c), 66 Stat. 957. 


HDistorical Note 

Chmkse of K»m©. Act Oct. 21, 1942, f Text of Amendatory Revenue Acts. 
504(a) (c) changed the name of the Complete original text of Revenue Acts 
Board’ of Tax Appeals to The Tax Court amending this section, 1939 to date, see 
of the United States. For text of said volumes “Title 26-Internal Revenue Acts”, 
subsections see section 1100 of I.R.C. 

1939 and notes thereunder. 

§ 876. Cross reference 

For collection of unpaid deficiencies under provisions of general law and sale of 
property under judgment, see section 826(a). 

53 Stat. 135. 


Supplement B,— Interest, AMitions to the Taw, and Penalties 

§ 890. Interest on extended payments 

(a) Tax shown on return. If the time for the payment is extended as 
provided in section 822(a) (2) there shall be collected, as a part of :such 
amount, interest thereon from the expiration of three months after the 
due date of the tax to the expiration of the period of the extension. In 
the case of any such extension, the rate of interest shall be 4 per centum 
per annum. 

(b) Deficiency. In case an extension for the payment of a deficiency 
is granted, as provided in section 871(h), there shall be collected, as a 
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part of tlie tax, interest on the part of the deficiency the time for payment 
of which is so extended, at the rate of 6 per centum per annum for the 
period of the extension, and no other interest shall be collected on such 
part of the deficiency for such period. 53 Stat. 135. 

§ 891. Interest an deficiencies 

Interest upon the amount determined as a deficiency shall he assessed 
at the same time as the deficiency, shall be paid upon notice and demand 
from the collector, and shall be collected as a part of the tax, at the rate 
of 6 per centum per annum from the due date of the tax to the date the 
deficiency is assessed, or, in the case of a waiver under section 871(d), 
to the thirtieth day after the filing of such waiver or to the date the 
deficiency is assessed whichever is the earlier. 63 Stat. 135. 

§ S92. Interest an jeopardy assessments 

In the case of the amount collected under section 872(1) there shall 
be collected at the same time as such amount, and as a part of the tax, 
interest at the rate of 6 per centum per annum upon such amount from 
the date of the jeopardy notice and demand to the date of notice and de- 
mand under section 872 (i), or, in the case of the amount collected in 
excess of the amount of the jeopardy assessment, interest as provided in 
section 891. 53 Stat. 136- 

§ 898. Additions to the tax in case of nonpayment 

(a) Tax shown on return 

(1) Payment not extended. Where the amount determined by the ex- 
ecutor as the tax imposed by this subehapter, or any part of such amount, 
is not paid on the due date of the tax, there shall be collected as a part 
of the tax, interest upon such unpaid amount at the rate of 6 per centum 
per annum from the due date until it is paid. 

(2) Payment extended. Where an extension of time for payment of 
the amount so determined as the tax by the executor has been giranted, and 
the amount the time for payment of which has been extended, and the in- 
terest thereon determined under section 890(a), is not paid in full prior 
to the expiration of the period of the extension, then, in lieu of the in- 
terest provided for in paragraph (1) of this subsection, interest at the rate 
of 6 per centum per annum shall be collected on such unpaid amount from 
the date of the expiration of the period of the extension until it is paid. 

(b) Deficiency 

(1) Payment not extended. Where a deficiency, or any interest as- 
sessed in connection therewith under section 8 91, or any addition to the 
tax provided for in section 3612(d), is not paid in full within 30 days from 
the date of notice and demand from the collector, there shall be collected 
as part of the tax, interest upon the unpaid amount at the rate of 6 per 
centum per annum from the date of such notice and demand until it is paid. 

(2) Filing of jeopardy bond. If a bond is filed, as provided in section 
872, the provisions of paragraph (1) of this subsection shall not apply to 
the amount covered by the bond. 

(3) Payment extended. If the part of the deficiency the time for pay- 
ment of which is extended as provided in section 871(h) is not paid in 
accordance with the terms of the extension, there shall be collected, as a 
part of the tax, toiterest on such unpaid amount at the rate of 6 per centum 
per annum for the period from the time fixed by the terms of the extension 
for its payment until it is paid, and no other Interest shall be collected on 
such unpaid amount for such period. 

(4) Jeopardy assessment — Payment stayed by bond. If the amount in- 
cluded in the notice and demand from the collector under section 572 (i) 
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is not paid in full witliiu 30 days after sucli notice and demand, tlien tliere 
sliall be collected, as part of tbe tax, interest upon the unpaid amount at 
the rate of 6 per centum per annum from the date of such notice and 
demand until it is paid, 53 Stat. 136. 

§ S04. Penalties 

(a) Ad valorem 

Failure to file retiim, — Po? addition to tlie tax for failure to file return, see section 

^Faise or^ fraadulent return. — For 50 per centnm addition to the tax in case of a false 
cr fraudulent return, see section 3012(d) (2). 

(b) Specific 

Cl) Civil. Whoever fails to comply with any duty imposed upon iiim 
by section 820, 821, or 864, or, having in his possession or control any 
record file or paper, containing or supposed to contain any inforiiiation 
concerning the estate of the decedent, or, having in his possession or con- 
trol any property comprised in the gross estate of the decedent, fails to ex- 
hibit the same upon request to the Commissioner or any collector or law 
officer of the United States or his duly authorized deputy or agent, who 
desires to examine the same in the performance of his duties unaer this 
subchapter, shall be liable to a penalty of not exceeding $500, to be re- 
covered, with costs of suit, in a civil action in the name of the United 
States. 

(S) Criiniiial 

(A) Whoever knowingly makes any false statement in any notice 
or return reguired to be filed under this subchapter shall be liable to a 
penalty of not exceeding $5,000, or imprisonment not exceeding one year, 
or both. 

(B) Any person required under this subchapter to pay any tax, or re- 
quired by law or regulations made under authority thereof to make a re- 
turn, keep any records, or supply any information, for the purposes of the 
computation, assessment, or collection of any tax imposed hy this sub- 
chapter, who willfully fails to pay such tax, make such return, keep such 
records,' or supply such information, at the time or times required by law 
or regulations, shall, in addition to other penalties provided by law, be 
guilty of a misdemeanor and, upon conviction thereof, be fined not more 
than $10,000, or imprisoned for not more than one year, or both, together 
with the costs of prosecution. 

(C) Any person required under this subchapter to collect, account 
for and pay over any tax imposed by this subchapter, who willfully fails to 
collect or truthfully account for and pay over such tax, and any person 
who willfully attempts in any manner to evade or defeat any tax imposed 
by this subchapter or the payment thereof, shall, in addition to other 
penalties provided by law, be guilty of a felony and, upon conviction 
thereof, be fined not more than $10,000, or imprisoned for not more than 
five years, or both, together with the costs of prosecution. 

(D) The term ‘‘person’* as used In paragraphs (B) and (C) includes 
an officer or employee of a corporation or a member or employee of a 
partnership, who as such officer, employee, or member is under a duty 
to perform the act in respect of which the violation occurs, 

(8) Cross reference 

For other penalties of a general character, see section B79X 

S3 Stat. 136. 

§ S95. Cross reference 

For interest on refunds, see section 37TL 

53 Stat. 137. 
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Supplement C — Claims against Transferees and Fiduciaries 

§ 900. Transferred assets 

(a) Melhod of collection. Tlie amounts of the following liabilities 
shall, except as hereinafter in this section provided, be assessed, collected, 
and paid in the same manner and subject to the same provisions and lim- 
itations as in the case of a deficiency in a tax imposed by this subchapter 
(including the provisions in case of delinauency in payment after notice 
and demand, the provisions authorizing distraint and proceedings in court 
for collection, and the provisions prohibiting claims and suits for re- 
funds) : 

(1) Transferees. The liability, at law or in equity, of a transferee 
of property of a decedent, in respect of the tax (including interest, addi- 
tional amounts, and additions to the tax provided by law) imposed by this 
fiubchapter. 

(S) Fiduciaries. The liability of a fiduciary under section 34$ 7 of the 
Revised Statutes (U.S.C., Title 31, § 192) in respect of the payment of any 
such tax from the estate of the decedent. 

Any such liability may be either as to the amount of tax shown on the 
return or as to any deficiency in tax. 

(b) Period of limitation. The period of limitation for assessment of 
any such liability of a transferee or fiduciary shall be as follows: 

(1) Within one year after the expiration of the period of limitation for 
assessment against the executor. 

(2) If a court proceeding against the executor for the collection of the 
tax has been begun within the period provided in paragraph (1) — ^then 
within one year after return of execution in such proceeding. 

(c) Suspension of running of statute of limitations. The running of 
the statute of limitations, upon the assessment of the liability of a trans- 
feree or fiduciary shall, after the mailing of the notice under section 871 
(a) to the transferee or fiduciary, be suspended for the period during 
which the Commissioner is prohibited from making the assessment in 
respect of the liability of the transferee or fiduciary (and in any event, 
if a proceeding in respect of the liability is placed on the docket of the 
Tax Court, until the decision of the Tax Court becomes final), and for 60 
days thereafter. 

(d) Prohibition of suits to restrain enforcement of liability of trans- 
feree or fiduciary. No suit shall be maintained in any court for the pur- 
pose of restraining the assessment or collection of (1) the amount of the 
liability, at law or in equity, of a transferee of property of a taxpayer in 
respect of any estate tax, or (2) the amount of the liability of a fiduciary 
under section 3467 of the Revised Statutes (U.S.C., Title 31, § 192) in 
respect of any such tax. 

(e) Definition of ‘‘transferee*’. A« used in this section, the term 
“transferee” includes heir, legatee, devisee, and distributee, and includes 
a person who, under section 827(b), is personally liable for any part of 
the tax. 53 Stat. 137, amended Oct. 21, 1942, 4:30 p. m., E, W. T., c. 
619. TiUe IV, § 411(b), Title V, § 504(a, c), 66 Stat, 960, 967. 


Historioal Note 


IMS Subi^c. (e) amended 

by Act Oct 21, 1942, | 411(b), which add- 
ed “and inclndes • ♦ ♦ of the tax,** 
following “distributee**. 

CUiange of Kamo. Act Oct. 21, 1942, { 
604(a), (c), changed the name of the 
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Act Oct. 21, 1942, was made applieahls 
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Text of Amendatory Bavemia Acts. 
Complete ori^nal text of Eeventie Acts 
amending this section, 1939 to date, 
see volumes “Title 26 — ^Internal Eevenue 
Acts*'. 

§ 901, Kotice of fiduciary relationship 

(a) Fidnciary of decedent. Upon notice to the Commissioner that 
any person is acting as executor, such person shall assume the powers, 
rights, duties, and privileges of an executor in respect of the tax imposed 
by this subchapter until notice is given that such person is no longer 
acting as executor, 

(h) Fiduciary of transferee. Upon notice to the Commissioner that 
any person is acting in a fiduciary capacity for a person subject to the 
liability specified in section 900, the fiduciary shall assume on behalf of 
such person the powers, rights, duties, and privileges of such person un- 
der such section (except that the liability shall be collected from the 
estate of such person), until notice is given that the fiduciary capacity has 
terminated. 

(c) Maimer of notice. Notice under subsection (a) or (b) shall be 
given in accordance with regulations prescribed by the Commissioner with 
the approval of the Secretary. 

(d) Address for notice of liability. In the absence of any notice to 
the Commissioner under subsection (a) or (b), notice under this subchap- 
ter of a deficiency or other liability, if addressed in the name of the dece- 
dent or other person subject to liability and mailed to his last known ad- 
dress, shall be sufdcient for the purposes of this subchapter. 53 Stat. 138. 


to estates of decedents dying after Oct. 
21, 1942, 4:30 p. m., by section 

401 thereof. 


Supplement D — Refunds 

§ 919. Period of limitation for filing claims 

All claims for the refunding of the tax imposed by this subchapter 
alleged to have been erroneously or illegally assessed or collected must 
be presented to the Commissioner within three years next after the pay- 
ment of such tax. The amount of the refund shall not exceed the por- 
tion of the tax paid during the three years immediately preceding the filing 
of the claim, or if no claim was filed, then during the three years im- 
mediattely preceding the allowance of the refund. 53 Stat. 138. 

[§ 911. Effect of petition to Tax Court] i 

If the Commissioner has mailed to the executor a notice of deficiency 
under section 871(a) and if the executor files a petition with The Tax 
Court of the United States within the time prescribed in such subsection, 
no refund in respect of the tax shall be allowed or made and no suit 
for the recovery of any part of such tax shall be instituted in any court, 
except — 

(a) As to overpayments determined by a decision of the Tax Court 
which has become final; and 

(b) As to any amount collected in excess of an amount computed in 
accordance with the decision of the Tax Court which has become final; 
and 

(c) As to any amount collected after the statutory period of limitations 
upon the beginning of distraint or a proceeding in court for collection has 
expired; but in any such claim for refund or in any such suit for refund 
the decision of the Tax Court which has become final, as to whether such 
period had expired before the notice of deficiency was mailed, shall be 
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conclusivo. 53 Stat. 139, amended Oct 21, 1942, 4:30 p, m,, B. W. T„ c. 
619, Title V, § 504(a), (c), 56 Stat. 957. 

1 Catch.line supplied by editor in conformance irith change of name of Board ef 
Tax Appeals. 


Historical Note 


Change of Kamoi. Act Oct. 21, 1942, { 
504(a), (c), changed the name of the 
Board of Tax Appeals to The Tax Court 
of the United States. For text of said 
subsections see section 1100 of I.E.C. 
1939 and notes thereunder. 


Text of Amendatory Boyenne Aeto. 

Complete original text of Revenue Acts 
amending this section, 1939 to date, see 
volumes “Title 26--Internal Revenue 
Acts'*. 


f § 912. Overpayment fotmd by Tax Court] 1 

If the Tax Court finds that there is no deficiency and further finds 
that the executor has made an overpayment of tax, the Tax Court shall 
have jurisdiction to determine the amount of such overpayment, and such 
amount shall, when the decision of the Tax Court has become final, be 
credited or refunded to the executor as provided in section 3770(a). Ko 
such refund shall be made of any portion of the tax unless the Tax Court 
determines as part of its decision that such portion was paid within three 
years before the filing of the claim or the mailing of the notice of de- 
ficiency, whichever is earlier, or that such portion was paid after the 
mailing of the notice of deficiency. 53 Stat, 139, amended Oct. 21, 1942, 
4:30 p. m., E. W. T., c. 619, Title IV, § 415, Title V, § 504(a), (c), 56 
Stat. 9 51, 967. 

iCatcbline supplied by editor in conformance with change of name of Board of 
Tax Appeals. 


Historical Note 


1942 Amendment. Section amended by 
Act Oct. 21, 1942, § 415, by striking out 
“or the filing of the petition*' and in- 
serting in lieu thereof “or the mailing of 
the notice of deficiency". 

Change of Name. Act Oct. 21, 1942, § 
504(a) (c), changed the name of the 

Board of Tax Appeals to The Tax Court 
of the United States. For text of said 
subsections see section 1100 of I.R.C, 
1939 and notes thereunder. 


Effective Date of 1942 Amendment. 
Act Oct. 21, 1942, § 415, was made ap- 
plicable to estates of decedents dying 
after Oct. 21, 1942, 4:30 p. m., B.W.T.. by 
section 401 thereof. 

Text of Amendatory Bevenne Acts. 
Complete original text of Revenue Acts 
amending this section, 1939 to dat^ see 
volumes “Title 26 — ^Internal Revenue 
Acts". 


§ 913. Cross references 

For other provisions affecting refunds of estate taxes, see — 

Section 3770(a) (1), Authority of Commissioner to make refunds. 

Section 3772, liimitations on suits for refunds. 

Section 3770(a) (2), Refund of amounts collected after period of limitation. 
Section 3746, Recovery of amounts erroneously refunded. 

Section 3760, Closing agreements. 

Section 3771, Interest on refunds. 

63 Stat. 139. 


Supplement E, — Estates in China 

§ 920. Payment of tax 

In. the case of a resident within the meaning of section 851 — 

(a) To clerk of United States Court for China. Where no part of 
the gross estate of the decedent Is situated in the United States at the time 
of his death, the total amount of tax due under this subchap^er ghall be 
paid to or collected by the derk of the United States Court for China; 

(b) To collector. Where any part of the gross estate of the decedent 
Is situated in the United States at the time of his death, the tax dne under 
this subchapter sball be i^aid to or collected by the collector of the tia- 

423 



ESTATE TAX— BASIC TAX 


§920 

trict in wliicli is sltnated the part of the gross estate in the United States, 
or, if such, part is situated in mors than one district, then the collector of 
such district as may he designated by the Commissioner, 53 Stat* 139, 


Historical Not© 


»©fer©»ce« la T&rU njuitedi States 
Court for Cljlna”, referred to in text, was 
rcadered inoperative by the Treaty ot 
Jan. 11, IMS, between the United States 


and CMna, 57 Stat., Part H, 7G7, by 
wbicb the United. States relinqnislied 
extraterritorial rights in China, 


§ 921, Autiioritj of clerfe of United States Ckmrt for CMaa to act as 


collector 

For the purpose of section 9 20 the clerk of the United States Court 
for China shall be a coUector for the territorial jurisdiction of such court 
and taTfig shall be collected by and paid to him in the same manner and 
subject to the same provisions of law, including penalties, as the taxes col- 
lected by and paid to a collector In the United States. 63 Stat. 139. 


Historical Not© 


Befermees la Text. *Triiitcd States 
Court for Cbina,*' referred to in text, was 
rendered inoperatiTe by the Treaty of 
Jan. 11, 1M3, between the United States 


and China, 57 Stat„ Fart H, 787, by 
which the United States relinquished ex- 
traterritorial rights in China, 


Supplement F» — Extension of Payment in Case of Future Interests 

§ 935. Period of extension 

Where there is included in the value of the gross estate the value of a 
reversionary or remainder interest in property, the payment of the part 
of the tax imposed by this subchapter attributable to such interest may, 
at the election of the executor, b© postponed until six months after the 
termination of the precedent interest or interests in the property, and the 
amount the payment of which is so postponed shall then he payable, to- 
gether with interest thereon at the rate of 4 per centum per annum from 
eighteen months after the date of the decedent's death until such amount 
is paid. 63 Stat 140. 

§ 926. Kequirements for extension 

The postponement of payment of such amount shall he under such 
regulations as the Commissioner with the approval of the Secretary may 
prescribe, and shall be upon condition that the executor, or any other 
person liable for the tax, shall furnish a bond in such an amount, and 
with such sureties, as the Commissioner deems necessary, conditioned 
upon the payment within six months after the termination of such prece- 
dent interest or interests of the amount the payment of which is so post- 
poned, together with interest thereon, as provided in section 925. 63 Stat. 
140. 


§ 927. C5redlt for death taxes 

Such part of any estate, inheritance, legacy, or succession taxes allow- 
able as a credit under section 813(b) or (c) against the tax imposed by 
this subchapter, or under section 936(c) against the tax imposed by sub- 
chapter B, as Is attributable to such reversionary or remainder interest 
may be allowed as a credit against the tax attributable to such interest^ 
subject to the limitations on the amount of credit contained in such sec- 
tions, if such part is paid, and credit therefor claimed, at any time prior 
to the expiration of GO days after the termination of the precedent inter- 
est or interests in the property. 53 Stat. 140, amended Oct. 20, 1961, 
2;07 m., £. S. T., e. 621, Title YI, i G03(e), G6 Stat 6G9, 
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Historical Hot© 


1951 Amendment, Act Oct. 20, 1951 
amended section bv inserting tlie refer- 
ences to sections 813(b) and (c) and 936 
(e), and to snbchapter B, and by snbsti- 
tnting ‘^subject to the limitations on the 
amount of credit contained in such sec- 
tions” in lieu of ‘^subject to the per- 
centage limitation contained in section 
Sl3(b)” 

Effective Bate ©f 1951 Amendment. 
Amendment by Act Oct. 20, 1951 as ap- 
plicable with respect to estates of dece- 
dents dying after Oct. 20, 1951, see note 
under section 813 of I.B:..C.1939. 


Treaty Obligations. Section 615 of Act 
Oct. 20, 1951, provided that: ^‘No amend- 
ment made by this Act [Act Oct. 20, 19511 
shall apply in any case where its appli- 
cation would be contrary to any treaty 
obligation of the United States.” 

Text of Amendatory Kevenue Acts. 
Complete original text of Bevenne Acts 
amending this section, 1939 to date, see 
volumes “Title 26 — ^Internal Revenue 
Acts”. 

Begislative History: For legislative 
history and purpose of Act Oct. 20, 1951, 
see 1951 U.S.Code Cong.Service, p, 1781. 


Supplement G, — Defimtxons 

§ 9SO. “Executor/’ **net estate,” “mouth,” “collector.’* 

When used in this subchapter — 

(a) The term “executor” means the executor or administrator of the 
decedent, or, if there is no executor or administrator appointed, qualified, 
and acting within the United States, then any person in actual or con- 
structive possession of any property of the decedent; 

(b) The term “net estate” means the net estate as determined under 
the provisions of section 812 or 861; 

(c) The term “month” means calendar month; and 

(d) The term “collector” means the collector of internal revenue 
of the district in which was the domicile of the decedent at the time 
of his death, or, if there was no such domicile in the United States, then 
the collector of the district in which is situated the part of the gross es- 
tate of the decedent In the United States, or, if such part of the gross 
estate is situated in more than one district, then the collector of internal 
revenue of such district as may be designated by the Commissioner. 53 
Stat. 140. 

§ 981- Cross references 

(a) “Transferee.” 

For definition of “transferee,” see section 900(e). 

(b) “Resident.” 

For “resident” as Including citizen witk estate in China, see section 851. 

53 Stat. 140. 

SUBCHAPTER B — ^ADDITIONAL ESTATE TAX 

§ 935. Rate of tax 

(a) In addition to the estate tax Imposed by section 810 or 860, there 
shall be Imposed upon the transfer of the net estate of every decedent 
dying after the date of the enactment of this title, whether a citizen or 
resident of the United States or a nonresident not a citizen of the United 
States, a tax equal to the excess of — 

(1) the amount of a tentative tax computed under subsection <b) 
of this section, over 

(2) the amount of the tax Imposed by section 810, in the case of a 
citizen or resident of the United States, or 860, in the case of a nonresi- 
dent not a citizen of the United States, computed without regard to the 
provisions of this subchapter. 
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(b) The tentatire tax referred to in subsection (a) (1) of this section 
shall be the tentative tax shown in the following table: 


If the net estate is: 

Not over |5,000 

Over $5,000 hut not over 

$ 10 , 000 . 

Over $10,000 but not over 

$ 20 , 000 . 

Over $20,000 but not over 

$30,000. 

Over $30,000 but not over 

$40,000. 

Over $40,000 but not over 

$50,000. 

Over $50,000 but not over 

160,000. 

Over $60,000 but not over 

$ 100 , 000 . 

Over $100,000 but not over 

$250,000. 

Over $250,000 but not over 

$500,000. 

Over $500,000 but not over 

$750,000. 

Over $750,000 but not over 

$ 1 , 000 , 000 . 

Over $1,000,000 but not over 
$1,250,000. 

Over $1,250,000 but not over 
$1,500,000. 

Over $1,500,000 but not over 

$ 2 , 000 , 000 . 

Over $2,000,000 but not over 
$2,500,000. 

Over $2,500,000 but not over 
$3,000,000. 

Over $3,000,000 but not over 
$3,500,000. 

Over $3,500,000 but not over 
$4,000,000. 

Over $4,000,000 but not over 
$5,000,000. 

Over $5,000,000 but not over 

$ 6 , 000 , 000 . 

Over $6,000,000 but not over 
$7,000,000. 

Over $7,000,000 but not over 

$ 8 , 000 , 000 , 

Over $8,000,000 but not over 

$ 10 , 000 , 000 . 

Over $10,000,000 


The tentative tax shall be: 

3% Of the net estate. 

$150, plus 7% of excess over 
$5,000. 

$500, plus 11% of excess over 

$ 10 , 000 . 

$1,600, plus 14% of excess 

over $20,000. 

$3,000, plus 18% of excess 

over $30,000. 

$4,800, plus 22% of excess 
over $40,000. 

$7,000, plus 25% of excess 

over $50,000, 

$9,500, plus 28% of excess 

over $60,000. 

$20,700, plus 30% of excess 
over $100,000. 

$65,700, plus 32% of excess 
over $250,000. 

$145,700, plus 35% of excess 
over $500,000. 

$233,200, plus 37% of excess 
over $750,000. 

$325,700, plus 39% of excess 
over $1,000,000. 

$423,200, plus 42% of excess 
over $1,250,000. 

$528,200 plus 45% of excess 
over $1,500,000. 

$753,200, plus 49% of excess 
over $2,000,000. 

$998,200, plus 53% of excess 
over $2,500,000. 

$1,263,200, plus 56% of ex- 

cess over $3,000,000. 

$1,543,200, plus 59% of ex- 

cess over $3,500,000. 

$1,838,200, plus 63% of ex- 

cess over $4,000,000. 

$2,468,200, plus 67% of ex- 

cess over $5,000,000. 

$3,138,200, plus 70% of ex- 

cess over $6,000,000. 

$3,838,200, plus 73% of ex- 

cess over $7,000,000. 

$4,568,200, plus 76% of ex- 

cess over $8,000,000. 

$6,088,200, plus 77% of ex- 

cess over $10,000,000. 


(c) For the purposes of this section the value of the net estate shall 
be determined as provided in subchapter A, except that in lieu of the 
exemption of $100,000 provided in section 812(a), the exemption shall 
be $60,000. 53 Stat. 141, amended Sept. 20, 1941, 12:15 p. m., B. S. T., 
c. 412, Title IV, § 401(a), 55 Stat. 704; Oct. 21, 1942. 4:30 p. m., 
E. W. T., c. 619, Title IV, § 414(a), 56 Stat 961. 
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Historical Note 


1940 Amcxidmciit. Subsec. (c) amended 
by Act Oct. 21, 1942, wMcb. substituted 
“$60,000” for “$40,000.” 

1941 Amendment* Subsec. (b) amend- 
ed generally by Act Sept. 20, 1941. 

^JfiTective Date of 1943 Amendment. 
Act Oct. 21, 1942, was made applicable 
to estates of decedents dying after Oct. 
21. 1942, 4 -so p. m., E.W.T., by section 401 
thereof. 


SlffectiT'e Bate of 1941 Amendment. 
Act Sept. 20, 1941, was made effective only 
with respect to estates of decedents dying 
after the date of enactment of that Act, 
by section 401(c) thereof. 

Text of Amendatory Beveaue Acts. 
Complete original text of Bevenue Acts 
amending this section, 1929 to date, 
see volumes “Title 26— Internal Hevenue 
Acts”. 


§ 9S6. Credits against tax 

(a) The credit provided in section 813(b) (80 per centum credit), 
shall not be allowed in respect of sucb additional tax. 

(b) (1) If a tax has been paid under chapter 4 or under Title III of 
the Revenue Act of 1932, 47 Stat. 245, on a gift, and thereafter upon the 
death of the donor any amount in respect of such gift is required to be 
included in the value of the gross estate of the decedent for the purposes 
of this subchapter, then there shall be credited against the tax imposed by 
section 935 the amount of the tax paid under chapter 4 or under Title III 
of the Revenue Act of 1932 with respect to so much of the property which 
constituted the gift as is included in the gross estate, except that the 
amount of such credit (A) shall not exceed an amount which bears the 
same ratio to the tax imposed by section 935 as the value (at the time of 
the gift or at the time of the death, whichever is lower) of so much of 
the property which constituted the gift as is included in the gross estate, 
hears to the value of the entire gross estate reduced by the aggregate 
amount of the deductions allowed under subsections (d) and (e) of 
section 812, and (B) shall not exceed the amount by which the gift tax 
paid under chapter 4 or under Title III of the Revenue Act of 1932 with 
respect to so much of the property as constituted the gift as is included 
in the gross estate, exceeds the amount of the credit under section 813(a) 
( 2 ). 

(2) In applying, with respect to any gift, the ratio stated in clause (A) 
of paragraph ( 1 ) , the value at the time of the gift or at the time of the 
death, referred to in such ratio, shall be reduced — 

(A) by such amount as will properly reflect the amount of such gift 
which was excluded in determining (for the purposes of section 1003(a), 
or of section 504(a) of the Revenue Act of 1932) the total amount of 
gifts made during the year in which the gift was made; 

(B) if a deduction with respect to such gift is allowed under section 
812(e) (the so-called ''marital deduction”) — then by an amount which 
bears the same ratio to such value (reduced as provided in subparagraph 
(A) of this paragraph) as the aggregate amount of the marital deductions 
allowed under section 812(e) bears to the aggregate amount of such 
marital deductions computed without regard to subparagraph (H) of sec- 
tion 812(e) (1); and 

(C) if a deduction with respect to such gift Is allowed under section 
812(d) (the so-called "charitable deduction”) — ^then by the amount of 
such value, reduced as provided in subparagraph (A) of this paragraph. 

(3) Where the decedent was the donor of the gift but, under the 
provisions of section 100 ()(f), the gift was considered as made one-half 
by his spouse — 

(A) the term "the amount of the tax paid under chapter 4", as used 
in paragraph (1) of this subsection, includes the amounts paid with 
respect to each half of such gift, the amount paid with respect to each 
being computed In the naannei^ provided in paragraph (4); and 
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(B) in applying, with respect to such gift, the ratio stated in clause 
(A) of paragraph (1), the value at the time of the gift or at the time 
of the death, referred to in such ratio, includes such value with respect to 
each half of such gift, each such value being reduced as provided in sub- 
paragraph (A) of paragraph (2). 

(4) (A) For the purposes of paragraph (1), the amount of tax paid 
under chapter 4, or under Title III of the Revenue Act of 1932, with 
respect to any gift shall be an amount which bears the same ratio to the 
total tax paid for the year in which the gift was made as the amount of 
such gift bears to the total amount of net gifts (computed without deduc- 
tion of the specific exemption) for such year. 

(B) For the purposes of subparagraph (A) the "amount of such 
gift” shall be the amount included with respect to such gift in determin- 
ing (for tbe purposes of section 1003(a), or of section 504(a) of the 
Revenue Act of 1932) the total amount of gifts made during such year, 
reduced by the amount of any deduction allowed with respect to such gift 
under section 1004(a) (2), or under section 505(a) (2) of the Revenue 
Act of 1932 (the so-called "charitable deduction”), or under section 1004 
(a) (3) (the so-called "marital deduction”). 

(c) Estate, etc,, taxes 2 >aid to foreign countries 

(1) In general. In the case of the estate of a citizen or resident of 
the United States, the tax imposed by section 9 35 shall be credited 
with the amount of any estate, inheritance, legacy, or succession taxes 
actually paid to any foreign country in respect of any property situat- 
ed within such foreign country and included in the gross estate (not 
including any such taxes paid with respect to the estate of a person 
Other than the decedent). If the decedent at the time of his death 
was not a citizen of the United States, credit shall not he allowed un- 
der this subsection unless the foreign country of which such decedent 
was a citizen or subject, in imposing such taxes, allows a similar cred- 
it in the case of a citizen of the United States resident in such country. 
The determination of the country within which property is situated 
shall be made in accordance with the rules applicable under Part 
III of subchapter A in determining whether property is situated with- 
in or without the United States. 

(3) Jjimitatioiis on credit. The credit provided in this subsection 
with respect to such taxes paid to any foreign country — 

(A) shall not exceed the amount by which such taxes paid to 
the foreign country exceed the amount of the credit allowed 
therefor under section 813(c); and 

(B) shall not exceed an amount which bears the same ratio 
to the tax imposed by section 935 (after deducting from such tax 
the credit provided by subsection (b) of this section) as the 
value of property which is — 

(i) situated within such foreign country, 

(ii) subjected to the taxes of such foreign country, and 
(lii) included in the gross estate 

bears to the value of the entire gross estate reduced by the ag- 
gregate amount of the deductions allowed under subsections (c), 
(d), and (e) of section 812. 

(3) Same— special rules 

(A) Pot the purposes of paragraph (2) (A), "such taxes paid 
to the foreign country” shall, with respect to any tax paid to 
the foreign country, be the amount computed under section 813 
(c) (2) (A). 

(B> The values referred to in the ratio stated in paragraph 
(2) (B) are the values determined under this chapter; but, in 
applying such ratio, the value of any property described in 
clauses (i), (11), and (iii) thereof shall be reduced by such 
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amount as will properly reflect, in accordance witli regulations 
prescribed by tbe Secretary, the deductions allowed in respect 
of such property under subsections (c), (d), and (e) of section 
812. 

(4) Proof of credit 

For provisions relating to proof of credit, sec section 813 f cl 

(4). 

(5) Period of liraitatioii 

For provisions relating to period of Umitation on claiming of 
credit or refund based thereon and nonpayment of interest on 
refund, see section 813(c) (5). 53 Stat. 142, amended May 17, 

1941, c. 21, § 1, 55 Stat. 45; Apr. 2, 1948, 3:18 p. m., E. S. 
c. 168, Title III, § 363(c), (d), 62 Stat. 122; Oct. 20, 195l" 
2:07 p. m.. B. S. T., c. 521, Title VI, § $03 (h), 65 Stat. 565. 


1951 Amendment. 

Act Oct. 20, 1951. 

1948 Amendment. Snbsec. (b) (1) 

amend^ by Act Apr. 2, 1948, $ 363(c) 
which inserted in danse A after “entire 
gross estate” the words “reduced by the 
aggregate • • • of section 812” to al- 
low a larger credit for the gift tax in 
certain instances. 

Subsec. (b) (2)-(4) amended by Act 
Apr. 2, 1948, 5 363(d), to give effect in 
computing the credit for the gift tax 
to the estate — and gift tax provisions for 
a marital deduction under sections 812(e) 
and 1004(a) (3) of I.R C.1939 and to the 
gift tax provisions for splitting of gifts 
of spouses to third parties under section 
1000(f) of I.R.C.1939. 

1941 Amendment. Subsec. (b) amended 
by Joint Res. Mar. 17* 1941. 

SIffective Hate of 1951 Amendment. 
Amendment by Act Oct, 20, 1951 as appli- 
cable with respect to estates of decedents 
dying after Oct. 20, 1951, see note under 
section 813 of I.R.C.I939. 

Effective Date of 1948 Amendment. 
Section 363(e) of Act Apr. 2, 1948, pro- 
vided that amendments to sections 813 
and 936 by section 363(a)-(d) of said Act 


Apr. 2, 1948, should be applicable only 
with respect to the estates of decedents 
dying after Dec. 31, 1947. 

Effective Date of 1941 Amendment. 
S^tion 2 of Joint Rev. Mar, 17, 1941 pro- 
vided that this section as amended by 
said Joint Res. Mar. 17, 1941 should have 
effect as if enacted in the Internal 
Revenue Code on Feb. 10, 1939. Section 
3 of Act Feb. 10. 1939, c. 2, 53 Stat. 1 
provided that, except as otherwise pro- 
vided, this title [I.R.C.1939] should take 
effect on Feb. 11, 1939. 

Treaty Obligations. Section 815 of Act 
Oct. 20, 1951, provided that: “No amend- 
ment made by this Act [Act Oct. 20, 1951] 
shall apply in any case where its appli- 
cation would be contrary to any treaty 
obligation of the United States.” 

Text of Amendatory Revenue Aets. 
Complete original text of Revenue Acts 
amending this section, 1939 to date, 
see volumes “Title 26 — ^Internal Revenue 
Acts”. 

legislative History: For legislative 
history and purpose of Act Oct. 20, 1951, 
see 1951 TJ.S.Code Cong.Service, p, 1781. 
See, also, Act Apr. 2, 1948, see 1948 U.S. 
Code Cong.Service, p. 1163. 


Historical Hole 
Subsec. (c) added by 


§ 9S7. Assessment, collectioii, and payment of tax 
Except as provided in section 936, the tax imposed hy section 935 shall 
he assessed, collected, and paid, in the same manner, and shall he subject 
to the same provisions of law (including penalties), as the tax imposed 
by subchapter A, except that in the case of a citizen or resident of the 
United States a return shall he required if the value of the gross estate 
at the time of decedent's death exceeds the amount of the specific exemp- 
tion provided in section 935(c). 53 Stat. 143. 


§ 9SS. Publicity of retoms 

For provisions with respect to publicity of returns under this chapter, see sub- 
section (a) (2) of section 55. 

53 Stat. 143. 


§ 939. Certain members of the armed forces 

(a) Deaths after December 6, 1941, and befcM^ January 1, 1947. The 
tax imposed by section 935 shall not apply to the transfer of the net estate 
of a citizen or resident of the United States dying on or after December 
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7, 1941» and before January 1, 1947, while in active service as a member 
of the military or naval forces of the United States or of any of the other 
United Nations if such decedent — 

(1) was killed in action; or 

(2) died as a result of wounds or other injuries, or of disease, 
suifered while in line of duty by reason of a hazard to which he was 
subjected as an incident of military or naval service. 

(b) J>ealhs after June 24, 1950, and before Jannary 1, 1955. The tax 
imposed by section 9S5 shall not apply to the transfer of the net estate of 
a citizen or resident of the United States dying after June 24, 1950, and 
before January 1, 1955, while in active service as a member of the armed 
forces of the United States, if such decedent — 

(1) was killed in action while serving in a combat zone, as deter- 
mined under section 22 (b) (13); or 

(2) died as a result of wounds, disease, or injury suffered, while 
serving in a combat zone (as determined under section 22(b) (13)) 
and while in line of duty, by reason of a hazard to which he was sub- 
jected as an incident of such service. Added Oct. 25, 1949, c. 720, 
§ 10(a), 63 Stat. 896, amended Oct. 20, 1951, 2:07 p. m., E. S. T., 
c. 521, Title VI, § 606, 65 Stat 567; Aug. 15, 1953, c. 612, Title I, 
§ 106, 67 Stat 616. 


Historical Note 


1$53 AnK^dznent. Subsec. (b) amended 
by Act Ang. 15, 1953 which extended for 
one year, until January 1, 1955, the ex- 
emption from the additional estate tax 
provided for members of the Armed 
Forces who die as the result of service 
in a combat zone. 

1951 Amendment. Act Oct. 20, 1951 
amended section by inserting the catch- 
line to subsec. (a), and by adding sub- 
sec. (b). 

Kefnnds of O^rerpayments. Section 10 
(b) of Act Oct. 25, 1949, as amended by 
Act May 17, 1951, c. 92, 65 Stat. 43, pro- 
vided that: “If the refund of any over- 
payment resulting from the application 
of this section is prevented on the date of 
the enactment of this Act [Oct. 25,' 1949], 
or at any time prior to January 1, 1952, 
by the operation of any law or rule of 
law (other than section 3761 of the In- 
ternal Revenue Code, [1939] relating to 
compromises), refund of such overpay- 


ment may, nevertheless, be made If claim 
therefor is filed prior to January 1, 1952 
[Oct. 25, 1949]. No interest shall be paid 
on any overpayment resulting from the 
application of this section.’* 

Treaty Obligations. Section 615 of Act 
Oct. 20, 1951, provided that: “No amend- 
ment made by this Act [Act Oct. 20, 1951] 
shall apply in any case where its applica- 
tion would be contrary to any treaty ob- 
ligation of the United States.” 

Text of Amendatory Bevenue Acts. 
Complete original text of Bevenue Acts 
amending this section, 1939 to date, 
see volumes “Title 26— Internal Bevenue 
Acts”. 

Ziegislative History: For legislative 
history and purpose of Act Aug. 15, 1953, 
see 1953 U.S.Code Cong, and Adm News, 
p. 2423. See, also. Act Oct. 20, 1951, 1951 
U.S.Code Cong.Service, p. 1781. 


SUBCHAPTER C. — ^DEFENSE TAX FOR FIVE TEARS 

Historical Note 


This subchapter, consisting of section 
951, was added by Act June 25, 1940, c. 
419, Title II, § 206, 54 Stat. 521. It was 
repealed by Act Sept. 20, 1941, 12 :15 p. m., 
B.S.T., c. 412, Title IV, $ 401(b), 55 Stat. 


705, which was made effective only with 
respect to estates of decedents dying 
after the date of enactment of that Act, 
by section 401(c) thereof. 


§ 951. Repealed. Sept. SO, 1941, 12:15 p. m., E. S. T., c. 412, Title 
rv, § 401(b), 65 Stat. 705 


Historical Note 

Section, relating to defense tax for five BiFective Bate of Bepetd^. Act Sept. 20, 
years, was added by Act June 25, 1940, 1941, repealing this section, was made rf- 
11 :45 a. m., B.S.T., c. 419, Title II, { 206, fective only with respect to estates de- 
54 Stat. 521. cedents dying after the date of enactment 

of that Act, by section 401(c) thereof. 
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Sec. 

1000. Imposition of tax. 

1001. Computation of tax. 

1002. Transfer for less than adeguate and full consideration. 

1003. Net gifts. 

1004. Deductions. 

1005. Gifts made In property. 

1006. Returns. 

1007. Records and special returns. 

10 OS. Payment of tax. 

1009. Lien for tax. 

1010. Examination of return and determination of tax* 

1011. Definition of deficiency. 

1012. Assessment and collection of deficiencies. 

1013. Jeopardy assessments. 

1014. Claims in abatement. 

1015. Bankruptcy and receiverships. 

1016. Period of limitation upon assessment and collection. 

1017. Suspension of running of statute. 

1018. Addition to the tax in case of delinquent retum. 

1019. Additions to the tax in ease of deficiency. 

1020. Interest on extended payments. 

1021. Interest on deficiencies. 

1022. Interest on jeopardy assessments. 

1023. Additions to the tax in case of nonpayment# 

1024. Penalties. 

1025. Transferred assets. 

1026. Notice of fiduciary relationship. 

1027. Refunds and credits. 

1028. Daws made applicable. 

1029- Rules and regulations. 

1030. Definitions. 

1031. Publicity of returns. 

§ 1000. Imposition of tax 

(a) [Transfers subject to tax; certain gifts not affected] ,i For the 
calendar year 1940 and each calendar year thereafter a tax, computed 
as provided in section 1001, shall be imposed upon the transfer during 
such calendar year by any individual, resident or nonresident, of prop- 
erty by gift. Gift taxes for the calendar years 1932—1939, inclusive, shall 
not be affected by the provisions of this chapter, but shall remain subject 
to the applicable provisions of the Revenue Act of 1932, except as such 
provisions are modified by legislation ena.cted subsequent to the Revenue 
Act of 1932. 

(b) [Mettiod of transfer; nonresident transfers.] i The tax shall 
apply whether tlie transfer Is in trust or otherwise, whether the gift is 
direct or indirect, and whether the property is real or personal, tangible 
or Intangible; but, in the case of a nonresident not a citizen of the United 
States, shall apply to a transfer only if the property is situated within the 
United States. In the case of such a nonresident who is not engaged in 
business in the United States at the time of a transfer of obligations issued 
by the United States, the tax shall apply in respect of any suqh obliga- 
tions only if issued on or after March 1, 1941. 

(c) Powers of Appointment. 

(1) Exercise of general power of appointt^eni created <m or before 
CK^lier Silf 1942. An exercise of a general power of i^pointment created 
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on or before October 21, 1942, sball be deemed a transfer of property by 
the individual possessing' such po'wer; but the failure to exercise such 
a po-wer or the complete release of such a power shall not be deemed an 

exercise tliereof. 

If before November 1, 1951, or •within the time limited by paragraph 
(2) of section 452(b) of the Revenue Act of 1942, as amended, in cases 
to which such paragraph is applicable, a general power of appointment 
created on or before October 21, 1942, shall have been partially released 
so that it is no longer a general power of appointment, the subsequent 
exercise of such power shall not be deemed to be the exercise of a gen- 
eral power of appointment. 

(S) Fowers created after October 21, 1942. The exercise of a general 
power of appointment created after October 21, 1942, or the release after 
May 31, 1951, of such a power, shall be deemed a transfer of property by 
the individual possessing such power. A disclaimer or renunciation of 
such a power of appointment shall not he deemed a release of such power. 

(S) Definition of general power oi appointment. For the purposes of 
this subsection the term “general power of appointment” means a power 
which is exercisable in favor of the individual possessing the power (here- 
after in this paragraph referred to as the “possessor”), his estate, his 
creditors, or the creditors of his estate; except that — 

(A) A power to consume, invade, or appropriate property for the 
benefit of the possessor which is limited by an ascertainable standard 
relating to the health, education, support, or maintenance of the 
possessor shall not be deemed a general power of appointment. 

(B) A power of appointment created on or before October 21, 
1942, which is exercisable by the possessor only in conjunction with 
another person shall not be deemed a general power of appointment. 

(C) In the case of a power of appointment created after October 
21, 1942, which is exercisable by the possessor only in conjunction 
with another person — 

(i) if the power Is not exercisable by the possessor except 
in conjunction with the creator of the power — ^such power shall 
not he deemed a general power of appointment; 

(ii) if the power is not exercisable by the possessor except 
in conjunction with a person having a substantial interest, in 
the property subject to the power, which is adverse to exercise 
of the power in favor of the possessor — such power shall not be 
deemed a general power of appointment. For the purposes of 
this clause a person who, after the death of the possessor, may 
be possessed of a power of appointment (with respect to the 
property subject to the possessor’s power) which he may exer- 
cise in his own favor shall be deemed as having an interest in 
the property and such interest shall be deemed adverse to such 
exercise of the possessor’s power; 

(iii) if (after the application of clauses (i) and (li)) the 
power is a general power of appointment and is exercisable in 
favor of such other person — ^such power shall he deemed a gen- 
eral power of appointment only in respect of a fractional part of 
the property subject to such power, such part to be determined 
by dividing the value of such property by the number of such 
persons (including the possessor) In favor of whom such power 
Is exercisable. 

For the purposes of clauses (ii) and (ill) a power shall be deemed to be 
exercisable in favor of a person if it is exercisable in favor of such person, 
his estate, his creditors, or the creditors of his estate. 

(4) Creation of another power in certain cases. If a power of appoint- 
ment created after October 21, 1942, is exercised by creating another 
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power of appointment wMcIi under the applicable local law ean be Talidly 
exercised so as to postpone the resting of any estate or interest In the 
property which was subject to the first power, or suspend the absolute 
ownership or power of alienation of such property, for a period ascertain- 
able without regard to the date of the creation of the first power, such 
exercise of the first power shall, to the extent of the property subject to 
the second power, be deemed a transfer of property by the individual 
possessing such power. 

(5) Jj&pse of power. The lapse of a power of appointment created 
after October 21, 1942, during the life of the individual possessing the 
power shall be considered a release of such power. The rule of the pre- 
ceding sentence shall apply with respect to the lapse of powers during any 
calendar year only to the extent that the property which could have been 
appointed by exercise of such lapsed powers exceeds in value the greater 
of the following amounts: 

(A) $5,000, or 

(B) 5 per centum of the aggregate value of the assets out of which, 
or the proceeds of which, the exercise of the lapsed powers could 
be satisfied. 

(d) CJoximiuiiity property. All gifts of property held as community 
property under the law of any State, Territory, or possession of the 
United States, or any foreign country shall be considered to be the gifts 
of the husband except that gifts of such property as may be shown to have 
been received as compensation for personal services actually rendered 
by the wife or derived originally from such compensation or from separate 
property of the wife shall be considered to be gifts of the wife. This 
subsection shall be applicable only to gifts made after the calendar year 
1942 and on or before the date of the enactment of the Eevenue Act of 
1948. 

(e) Certain discretionary trusts. In the case of property in a trust 
created prior to January 1, 1939, If on and after January 1, 1939, no 
power to revest title to such property in the grantor could be exercised 
cither by the grantor alone, or by the grantor in conjunction with any 
other person not having a substantial adverse interest in the disposition of 
such property or the income therefrom, then a relinquishment by the 
grantor on or after January 1, 1940, and on or before December 31, 1947 
(or on a later date In any case where it is shown to the satisfaction of the 
Commissioner, in accordance with regulations prescribed by him with the 
approval of the Secretary, that failure to relinquish prior to such later 
date was for reasonable cause) of power or control with respect to the 
distribution of such property or the income therefrom by an exercise or 
other termination of such power or control shall not be deemed a transfer 
of property for the purposes of this chapter. If such property was trans- 
ferred in trust, the grantor not retaining such power to revest title thereto 
in himself, or if such power to revest title to such property in the grantor 
was relinquished, while a law was In effect Imposing a tax upon the 
transfer of property by gift, this subsection shall apply only if (1) gift 
tax was paid with respect to such transfer or relinquishment, and not 
credited or refunded, or a gift tax return was made within the time pre- 
scribed on account of such transfer or relinquishment but no gift tax was 
paid with respect to such transfer or relinquishment because of the deduc- 
tions and exclusions claimed on such return, and (2) the grantor consents, 
in accordance with regulations prescribed by the Commissioner with the 
approval of the Secretary, for all purposes of this chapter to treat such 
transfer or relinquishment in the calendar year in which effected, and for 
all periods thereafter, as having been a transfer of property subject to 
tax under this chapter. This subsection shall not apply to any pa 3 rment 
or other disposition of income occurring prior to the termination of power 
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#r control with respect to the future disposition of income from the trust 
property. 

(f ) Gift of husband or wife to third party 

( 1 ) CJonsidered as made one-half by each 

(A) In general. A gift made after the date of the enactment of the 
Revenue Act of 194S by one spouse to any person other than Ms spouse 
shall, for the purposes of this chapter, be considered as made one-half by 
Mm and one-half by his spouse, but only if at the time of the gift each 
spouse is a citizen or resident of the United States. This subparagraph 
shall not apply with respect to a gift by a spouse of an interest in property 
if he creates in his spouse a power of appointment, as defined in subsection 
(c) of this section, over such interest. For the purposes of this subsection 
an individual shall be considered as the spouse of another individual only 
if he is married to such individual at the time of the gift and does not re- 
marry during the remainder of the calendar year. 

(B) Ck>nscnt of both simnses. Subparagraph (A) shall be applicable 
only if both spouses have signified (in accordance with the regulations pro- 
vided for in paragraph ( 2 ) ) their consent to the application of subpara- 
graph (A) in the case of all such gifts made during the calendar year by 
either wMle married to the other. 

(2) Maimer and time of signifying consent 

(A) Manner. A consent under this subsection shall be signified In 
such manner as is provided under regulations prescribed by the Commis- 
sioner with the approval of the Secretary. 

(B) Time. Such consent may be so signified at any time after the close 
of the calendar year in which the gift was made, subject to the following 
limitations — 

(i) the consent may not be signified after the 15th day of March fol- 
lowing the close of such year, unless before such 15th day no return has 
been filed for such year by either spouse, in which case the consent may not 
be signified after a return for such year is filed by either spouse; 

(ii) the consent may not be signified after a notice of deficiency with 
respect to the tax for such year has been sent to either spouse in accord- 
ance with section 1012(a). 

(S) Revocation of consent. Revocation of a consent previously signi- 
fied shall be made in such manner as is provided under regulations pre- 
scribed by the Commissioner with the approval of the Secretary, but the 
right to revoke a consent previously signified with respect to a calendar 
year — 

(A) shall not exist after the 15th day of March following the close of 
such year if the consent was signified on or before such 15th day; and 

(B) shall not exist if the consent was not signified until after such 15th 
day. 

(4) Joint and several liability for tax. If the consent required by para- 
graph (1) (B) is signified with respect to a gift made in any calendar 
year the liability with respect to the entire tax imposed by this chapter of 
each spouse for such year shall be joint and several. 

(g) Certain reciprocal trusts. In the case of property In a trust cre- 
ated prior to January 1, 1940, if and to the extent that such property may 
be deemed to have been transferred to such trust by a person other than 
the nominal grantor of such property (by reason of the fact that such 
person has made a reciprocal transfer of property in trust), then a relin- 
quishment by such person on or before December 31, 1950, of any power 
over such property or over the income therefrom shall not be deemed a 
transfer of property for the purposes of this chapter. In the event of such 
relinquishnieiit, the reciprocal transfer made by the person relinquishing 
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sucIi power sliall Tbe deemed, for tlie purposes of this chapter, to hare been 
a completed gift at the time such reciprocal transfer was made. This sub- 
section shall apply only if, at the time such person made the aforesaid 
reciprocal transfer of property, a law was in effect imposing a tax upon 
the transfer of property by gift and a gift tax was paid with respect to such 
reciprocal transfer, and not credited or refunded. 53 Stat. 144, amended 
Oct. 21, 1942, 4:30 p. m., E. W. T., c. 619, TiUe IV, §§ 452(a), 463, 56 
Stat. 952, 953; Peb. 25, 1944, 12:49 p. m., E. W. T., c. 63, Title V, § 502 
(a), 58 Stat. 71; June 25, 1947, c. 143, § 2(a), 61 Stat. 178; Apr. 2, 
1948, 3:18 p. m., E. S. T., c. 168, Title III, §§ 371, 374, 62 Stat. 125, 127; 
Oct. 25, 1949, c. 720, § 6(a), 63 Stat. 893; June 28, 1951, c. 165, § 3(a), 
65 Stat. 93; Oct, 20, 1951, 2:07 p. m., E. S. T., c. 521, Title VI, § 604(b), 
65 Stat. 566. 

1 Subsection enacted without a catcbline which has been supplied by the Editor. 


Sistorical l^ote 


References in Text. Date of the enact- 
ment of Revenue Act of 1948, referred 
to in subsecs, (d) and (f) (1) (A), was 
3:18 p. m., E.S.T., Apr. 2, 1948. 

1951 Amendments. Sub sec. (b) amend- 
ed by Act Oct. 20, 1951, which added sec- 
ond sentence. 

Sub sec. (c) amended generally by Act 
June 28, 1951, to restore the law regard- 
ing preexisting powers of appointment as 
It was prior to the amendment of subsec. 
by Act Oct. 21, 1942; to provide that if 
a general power of appointment is par- 
tially released before Nov. 1, 1951, so that 
it is no longer a general power, a subse- 
quent exercise of such power shall not 
be deemed the exercise of a general 
power; to deal with future powers creat- 
ed after enactment of said Act Oct. 21, 
1942; to redefine a general power of ap- 
pointment; to provide for successive 
powers of appointment; and to provide 
for the failure to exercise a power. 

1949 Amendment. Subsec. (g) added 
by Act Oct. 25, 1949, 

1948 Amendment. Subsec. (d) amended 
by Act Apr. 2, 1948, § 371, which added 
last sentence to make subsec. applicable 
only to gifts made after 1942 and prior 
to Apr. 2, 1948. 

Subsec. (f) added by Act Apr. 2, 1948, 
§ 374, which provides for the splitting 
between spouses of gifts made to third 
parties. 

1947 Amendment. Subsec. (e) amended 
by Act June 25, 1947, which extended 
time for tax-free relinquishment of cer- 
tain powers to Dec. 31, 1947, and in- 
serted provision authorizing Commission- 
er to promulgate regulations with re- 
gard to reasonable cause for failure to 
relinquish. 

1944 Amendment. Subsec. (e) added 
by Act Feb. 25, 1944. 

1942 Amendment. Subsecs, (c) and (d) 
added by Act Oct. 21, 1942. 

Effective Date ef 1951 Amendments. 
Section 604(b) of Act Oct. 20, 1951 also 
provided that the amendment of this sec- 
tion by such section ^)4(b) should be 


effective with respect to gifts made after 
the date of enactment of said Act (Oct. 

20, 1951). 

The amendment of subsec. (c) by sec- 
tion 8(a) of Act June 28, 1951, is made 
effective as If made by section 452(a) of 
Act Oct, 21, 1942, on Oct. 21, 1942 (ap- 
plicable with respect to gifts made in 
the calendar year 1943 and succeeding 
calendar years) by section 3(c) of said 
Act June 28, 1951. 

Effective Date of 1942 Amendment. 
Amendment adding subsec. (c) by Act 
Oct. 21, 1942, § 452(a), was limited in Its 
application by section 452(b) thereof as 
follows : 

“(1) The amendments made by this 
section shall not apply with respect to a 
power to appoint, created on or before 
the date of enactment of this Act [Oct. 

21, 1942, 4:30 p. m., E.W.T.], which Is 
other than a power exercisable in favor 
of the donee of the power, his estate, his 
creditors, or the creditors of his estate, 
unless such power is exercised after the 
date of enactment of this Act [Oct. 21, 
1942, 4:30 p. m., B.W.T.]. 

“(2) The amendments made by this 
section shall not become applicable with 
respect to a power to appoint created on 
or before the date of enactment of this 
Act [Oct. 21, 1942, 4:30 p. m., B W.T.], 
which is exercisable in favor of the do- 
nee of the power, his estate, Ms credi- 
tors, or the creditors of his estate, if 
at such date the donee of such power is 
under a legal disability to release such 
power, until six months after the ter- 
mination of such legal disability. For 
the purposes of the preceding sentence, 
an individual in the military or naval 
forces of the United States shall, until 
the termination of the present war, be 
considered under a legal disability to re- 
lease a power to appoint.** 

Amendment adding subsec. (d) by Act 
Oct. 21, 1942, S 453, was made applicable 
only with respect to gifts made in the 
calendar year 1943, and succeeding cal- 
endar years, by section 451 thereof. 

Short Title. Short title of Act June 
28, 1951 wMch amended subsec, (c) of 
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^liis section, see note under section SU 
of I.itC.1039. 

Date ef Creation, of Power of Appoint- 
ment. Section 3(b) of Act June 28, 1951, 
provided thac: “For tbe purposes of this 
section a power of appointment created 
by a Will executed on or before October 
21, 1942, shall be considered a pow'er 
created on or before such date if the per- 
son executing such will dies before July 
1, 1949, without having republished such 
will, by codicil or otherwise, after Oc- 
tober 21, 1942.” 

Section 2 of Act June 12, 1948, c. 459, 

62 Stat. 387, provided that: “For the 
purposes of sections 403 and 452 of the 
Revenue Act of 1942, [sections 811(f), 
S12(d), 826(d), 861(a) (3) and lOOOf I.R. 
01939] a power to appoint created by 
a will executed on or before October 21, 
1942, shall be considered a power cre- 
ated on or before such date if the per- 
son executing such will dies before July 
1, 1949, without having republished such 
will, by codicil or otherwise, after Oc- 
tober 21, 1942.” 

Release of Rower of Appointment. 
Section 452(c) of Act Oct. 21, 1942, as 
amended by Acts Dec. 17, 1942, c. 740, 56 
Stat. 1054; June 9, 1943, 7 p. m. E.W.T., 
c. 120, § 10, 57 Stat. 150; Feb, 25, 1944, 
12-49 p, m., E.W.T., c. 63, Title Y. § 
505, 58 Stat. 72; Dec. 20, 1944, c. 616, 
§ 1, 58 Stat. 830; June 29, 1945, c. 200, § 
1, 59 Stat. 264; May 29, 1946, c. 278, 60 

Stat. 229; June 25, 1947, c. 143, § 1, 61 

Stat. 178; June 12, 1948, c. 459, § 1, 62 

Stat. 387; June 28, 1949, c. 268, § 1. 

63 Stat, 280; June 27, 1950, c. 371, 64 
Stat. 230, provided that: 

”(e) Release Before July 1, 1951. — 

“(1) A release of a power to appoint 
before July 1, 1951 shall not be deemed a 
transfer of property by the individual 
possessing such power. 

“(2) This subsection shall apply to all 
calendar years prior to 1951 and to that 
part of the calendar year 1951 prior to 
July 1, 1951.” 

Relinquishment of Rowers Relating to 
Reciprocal Trusts on or Before Dec. SI, 
1950; Applicability to Rstates of Dece- 


dents Dying After Feb. 1®, 1939. Section 
6(c) of Act Oct. 25, 1949, provided that: 
“In the case of a decedent who relin- 
quished on or before December 31, 1950, 
a power described in section 1000(g) of 
the Internal Revenue Code, such relin- 
quishment shall, for the purposes of 
section 811(d) of such code, be deemed 
not to have been made in contemplation 
of the death of such decedent if such re- 
linquishment, by virtue of the enact- 
ment of this section, is not deemed a 
transfer of property for the purposes 
of the gift tax. The provisions of this 
subsection shall he applicable with re- 
spect to estates of decedents dying after 
February 10, 1939.” 

Interest on. Overpayments. Section 2 
(b) of Act June 25, 1947, provided: “If 
any amount paid prior to the date of 
the enactment of this joint resolution 
[Act June 25, 1947] constitutes an over- 
payment of gift tax solely by reason of 
the amendment made by this section 
[section 2(a) of Act June 25, 1947] no 
interest shall be allowed or paid with 
respect to the amount of such overpay- 
ment.” 

Section 602(c) of Act Feb. 25, 1944. 
provided as follows: “No interest shall 
be allowed or paid on any overpayment 
resulting from the application of this 
section.” 

Treaty Obligations. Section 615 of 
Act Oct. 20, 1951, provided that: ”No 
amendment made by this Act [Act Oct. 
20, 1951] shall apply in any case where 
its application would be contrary to any 
treaty obligation of the United States.” 

Text of Amendatory Revenue Acts. 
Complete original text of Revenue Acts 
amending this section, 1939 to date, see 
volumes “Title 28 — ^Internal Revenue 
Acts”. 

legislative History and Congressional 
Comment: For legislative history and 
purpose of Act Oct. 20, 1951, Bee 1951 
U.S.Code Cong.Service, p. 1781, See, al- 
so, Acts June 28, 1951, 1951 U.S Code 
Cong.Service, p. 1530; Apr. 2, 1948, 1948 
U.S.Code Cong.Service, p. 1163; June 25, 
1847, 1947 U.S.Code Cong Service, p. 1211. 


§ 1001. Computation of tax 

(a) The tax for each calendar year shall be an amount equal to the 
excess of — 

(1) a tax, computed in accordance with the Rate Schedule hereinafter 
set forth, on the aggregate sum of the net gifts for such calendar year and 
for each of the preceding calendar years, over 

(2) a tax, computed in accordance with the said Hate Schedule, on 
the aggregate sum of the net gifts for each of the preceding calendar years. 
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Rate Schedule 


If the net gifts are: 
Not over |5,000 


Over $5,000 
$10,000. 

but 

not 

over 

Over $10,000 
$20,000. 

but 

not 

over 

Over $20,000 
$30,000. 

but 

not 

over 

Over $30,000 
$40,000. 

but 

not 

over 

Over $40,000 
$50,000. 

but 

not 

over 

Over $50,000 
$60,000. 

but 

not 

over 

Over $60,000 
$100,000. 

but 

not 

over 

Over $100,000 
$250,000. 

but 

not 

over 

Over $250,000 
$500,000. 

but 

not 

over 

Over $500,000 
$750,000. 

but 

not 

over 

Over $750,000 
$1,000,000. 

but 

not 

over 

Over $1,000,000 
$1,250,000. 

but 

not 

over 

Over $1,250,000 
$1,500,000. 

but 

not 

over 

Over $1,500,000 
$2,000,000. 

but 

not 

over 

Over $2,000,000 
$2,500,000. 

but 

not 

over 

Over $2,500,000 
$3,000,000. 

but 

not 

over 

Over $3,000,000 
$3,500,000. 

but 

not 

over 

Over $3,500,000 
$4,000,000. 

but 

not 

over 

Over $4,000,000 
$5,000,000. 

but 

not 

over 

Over $5,000,000 
$6,000,000. 

but 

not 

over 

Over $6,000,000 
$7,000,000. 

but 

not 

over 

Over $7,000,000 
$8,000,000. 

but 

not 

over 

Over $8,000,000 

but 

not 

over 


$ 10 , 000 , 000 . 
Over $10,000,000 


Tile tax shall be: 

2 ^4 % of the net gifts. 

$112.50, plus of excess 

over $5,000. 

$375, plus 8^A% of excess over 

$ 10 , 000 . 

$1,200, plus 10^% of excess 

over $20,000. 

$2,250, plus 13%% of excess 

over $30,000. 

$3,600, plus 16%% of excess 

over $40,000. 

$5,250, plus 18%% of excess 

over $50,000. 

$7,125, plus 21% of excess over 
$60,000. 

$15,525, plus 22%% of excess 
over $100,000. 

$49,275, plus 24% of excess 
over $250,000. 

$109,275, plus 26%% of excess 
over $500,000- 

$174,900, plus 27%% of excess 
over $750,000. 

$244,275, plus 29%% of excess 
over $1,000,000. 

$317,400, plus 31%% of excess 
over $1,250,000. 

$396,150, plus 33%% of excess 
over $1,500,000. 

$564,900, plus 36%% of excess 
over $2,000,000. 

$748,650, plus 39%% of excess 
over $2,500,000. 

$947,400, plus 42% of excess 
over $3,000,000. 

$1,157,400, plus 44%% of ex- 
cess over $3,500,000. 

$1,378,650, plus 47%% of ex- 
cess over $4,000,000. 

$1,851,150, plus 50%% of ex- 
cess over $5,000,000. 

$2,353,650, plus 52%% of ex- 
cess over $6,000,000. 

$2,878,650, plus 54%% of ex- 
cess over $7,000,000. 

$3,426,150, plus 57% of ex- 
cess over $8,000,000. 

$4,566,150, plus 57%% of ex- 
cess over $10,000,000. 


(b) For the purpose of this section the term “preceding calendai^years” 
means the calendar year 1932 and all calendar years intervening between 
the calendar year 1932 and the calendar year for which the tax is being 
computed. 

(c) Gross reference 

For definition of “calendar year^, see section 1030(a>« 
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(d) Repealed. Sept. 20. 1941, 12:15 p. m., E. S. T., c. 412, Title TV, 
§ 402(c), 56 Stat. 706. 

53 Stat. 144, amended June 25, 1940, 11:45 a. m., E. S. T., c. 419, Title 
II, § 207, 54 Stat. 521; Sept. 20, 1941, 12:15 p. m., B. S. T., c. 412, Title 
IV, § 402 (a, c), 65 Stat. 705, 706. 


!£ltis't 03 Fica.l ISTote 


1941 Ameoidjneiit, Tlie Rate Schedule 
following snbsec. (a) amended by Act 
Sept. 20, 1941, § 402(a). 

Subsec. (d), which related to defense 
tax for 1940-1945, was repealed by Act 
Sept. 20, 1941, § 402(c). 

1940 Amendment. Siibsec. (d) added 
by Act June 25, 1940. 

Effective Date of 1941 Amendment. 
Section 402(b) of Act Sept 20, 1941, pro- 
vided as follows : '^The amendments 
made by this section shall be applied in 
computing the tar for the calendar year 


1942 and each calendar year thereafter- 
(but not the tax for the calendar year 
1941 or a previous calendar year),^ and 
such amendments shall be applied in all 
computations in respect of the calendar 
year 1941 and previous calendar years for 
the purpose of computing the tax for the 
calendar year 1942 and any calendar year 
thereafter.” 

Text of Amendatory Revenue Acts- 
Complete original text of Revenue Acts 
amending this section, 1939 to date, see- 
volumes “Title 26— Internal Revenue 
Acts”. 


§ 1002. Transfer for less than adequate and full consideration 

Where property is transferred for less than an adequate and full con- 
sideration in money or money's Tyorth, then the amount by which the value- 
of the property exceeded the value of the consideration shall, for th'^ pur- 
pose of the tax imposed by this chapter, be deemed a gift, and shall be in- 
cluded in computing the amount of gifts made during the calendar year, 
53 Stat 146. 


§ 1003. Net gifts 

(a) General dedanition. The term "net gifts" means the total amount- 
of gifts made during the calendar year, less the deductions provided in^ 
section 1004. 

(b) Exclusions from gifts 

(1) Gifts prior to 1939. In the case of gifts (other than of future in- 
terests in property) made to any person by the donor during the calendar- 
year 1938 and previous calendar years, the first $5,000 of such gifts to^ 
such person shall not, for the purposes of subsection (a), be included in^ 
the total amount of gifts made during such year. 

(2) Gifts after 1933 and prior to 1943. In the case of gifts (other 
than gifts in trust or of future interests in property) made to any person 
by the donor during the calendar year 1939 and subsequent calendar years . 
prior to 1943, the first $4,000 of such gifts to such person shall not, for 
the purposes of subsection (a), be included in the total amount of gifts- 
made during such year. 

(3) Gifts after 1942. In the case of gifts (other than gifts of future “ 
interests in property) made to any person by the donor during the calendar 
year 1943 and subsequent calendar .years, the first $3,000 of such gifts 
to such person shall not, for the purposes of subsection (a), be Included 
in the total amount of gifts made during such year. 53 Stat. 146, amend- 
ed Oct. 21, 1942, 4:30 p. m., ISL W. T., c. 619, Title IV, § 454, 56 Stat. 953. 


Historical Note 


1942: Ajmenduaeut. Subsec. (b) amended 
by Act Oct. 21, 1942, which inserted 
“prior to 1943” in par. (2) and added 
par. (3). 

Effective Date of 1942 Amendment. 
Section 451 of Act Oct. 21. 1942, was made 
applicable only with respect to gifts 
made in the calendar year 1943, and suc- 


ceeding calendar years, by section 4(51 ♦ 
thereof. 

Text of Amendatory Revenue Acts. 
Complete original text of Revenue Acts 
amending this section, 1939 to date, see- 
volumes “Title 26 — Internal Revenue - 
Acts”. 
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§ 1004. Deductions 

In computing net gifts for the calendar year 1942 and preceding calen- 
dar years, there shall be allowed (except as otherwise provided in para- 
graph (1) of subsection (a)) such deductions as are provided for under 
the gift tax laws applicable to the years in which the gifts were made. 

In computing net gifts for the calendar year 1943 and subsequent 
calendar years, there shall be allowed as deductions: 

(a) Residents. In the case of a citizen or resident — 

(1) Specific exemption. An exemption of 130,000, less the aggregate 
of the amounts claimed and allowed as specific exemption in the computa- 
tion of gift taxes for the calendar year 1932 and all calendar years inter- 
vening between that calendar year and the calendar year for which the 
tax is being computed under the laws applicable to such years. This ex- 
emption shall be applied in all computations in respect of the calendar 
year 1942 and previous calendar years for the purpose of computing the 
tax for the calendar year 1943 or any calendar year thereafter. 

(2) Charitable, etc., gifts. The amount of all gifts made during such 
year to or for the use of — 

(A) the United States, any State, Territory, or any political subdivision 
thereof, or the District of Columbia, for exclusively public purposes; 

(B) a corporation, or trust, or community chest, fund, or foundation, 
organized and operated exclusively for religious, charitable, scientific, lit- 
erary, or educational purposes, including the encouragement of art and 
the prevention of cruelty to children or animals; no part of the net earn- 
ings of which inures to the benefit of any private shareholder or indi- 
vidual, and no substantial part of the activities of which is carrying on 
propaganda, or otherwise attempting, to infiuence legislation. For disal- 
lowance of certain charitable, etc., deductions otherwise allowable under 
this subparagraph, see sections 3813 and 162(g) (2); 

(C) a fraternal society, order, or association, operating under the 
lodge system, but only if such gifts are to be used exclusively for religious, 
charitable, scientific, literary, or educational purposes, including the en- 
couragement of art and the prevention of cruelty to children or animals; 

(D) posts or organizations of war veterans, or auxiliary units or socie- 
ties of any such posts or organizations, if such posts, organizations, units, 
or societies are organized in the United States or any of its possessions, 
and if no part of their net earnings inures to the benefit of any private 
shareholder or individual; 

(E) the special fund for vocational rehabilitation authorized by sec- 
tion 12 of the World War Veterans’ Act, 1924, 43 Stat. 611 (U.S.C., title 
58, § 440); 

(F) the United Nations, but only if such gifts (i) are to be used ex- 
clusively for the acquisition of a site in the city of New York for its head- 
•quarters, and (ii) are made after December 1, 1946, and before December 
2, 1947. 

(8) Gift to spouse 

(A) In general. Where the donor transfers during the calendar year 
(and after the date of the enactment of the Revenue Act of 1948) by gift 
an interest in property to a donee who at the time of the gift is 
the donor’s spouse — ^an amount with respect to such interest equal to one- 
half of its value. 

(B) liife estate or other terminable interest. Where, upon the lapse of 
time, upon the occurrence of an event or contingency, or upon the failure 
of an event or contingency to occur, such interest transferred to the spouse 
will terminate or fall, no deduction shall be allowed with respect to such 
interest — 
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(i) if tlie donor retains in Mmself, or transfers or lias transferred (for 
less tlian an adequate and full consideration in money or money’s worth) 
to any person other than such donee spouse (or the estate of such spouse) » 
an interest in such property, and if hy reason of sucli retention or trans- 
fer the donor (or his heirs or assigns) or such person (or his heirs or 
assigns) may possess or enjoy any part of such property after such termi- 
nation or failure of the interest transferred to the donee spouse j or 

(ii) if the donor immediately after the transfer to the donee spouse has 
a power to appoint an interest in such property which he can exercise 
(either alone or in conjunction with any person) in such manner that the 
appointee may possess or enjoy any part of such property after such termi- 
nation or failure of the Interest transferred to the donee spouse. For the 
purposes of thds clause the donor shall he considered as having immedi- 
ately after the transfer to the donee spouse such power to appoint even 
though such power cannot be exercised until after the lapse of time, upon 
the occurrence of an. event or contingency, or upon the failure of an 
event or contingency to occur. 

An exercise or release at any time by the donor, either alone or In con- 
junction with any person, of a power to appoint an interest in property, 
even though not otherwise a transfer, shall, for the purposes of clause (i) 
of this subparagraph, be considered as a transfer hy him. Except as pro- 
vided in subparagraph (E), where at the time of the transfer it is im- 
possible to ascertain the particular person or persons who may receive 
from the donor an interest in property so transferred by him, such inter- 
est shall, for the purposes of clause (1) of this subparagraph, be considered 
as transferred to a person other than the donee spouse. 

(0) [Reduction of Certain Interests]! Where the assets out of which, 
or the proceeds of which, the interest transferred to the donee spouse may 
be satisfied include a particular asset or assets with respect to which no 
deduction would be allowed if such asset or assets were transferred from 
the donor to such spouse, then the value of the interest transferred to 
such spouse shall, for the purposes of subparagraph (A), be reduced by 
the aggregate value of such particular assets- 

(D) Joint Interests. If the interest is transferred to the donee spouse 
as sole joint tenant with the donor or as tenant by the entirety, the inter- 
est of the donor in the property which exists solely by reason of the possi- 
bility that the donor may survive the donee spouse, or that there may 
occur a severance of the tenancy, shall not be considered for the purposes 
of subparagraph (B) as an interest retained by the donor in himself, 

(B) Trust with power of appointment in donee spouse- Where the 
donor transfers in trust an interest In property, if under the terms of the 
trust his spouse is entitled for life to all the income from the corpus of the 
trust, payable annually or at more frequent intervals, with power in the 
donee spouse to appoint the entire corpus free of the trust (exercisable in 
favor of such donee spouse, or of the estate of such donee spouse, or in 
favor of either, whether or not in each case the power is exercisable in 
favor of others), and with no power in any other person to appoint any 
part of the corpus to any person other than the donee spouse — 

(1) the interest so transferred in trust shall, for the purposes of sub- 
paragraph (A) , be considered as transferred to the donee spouse, and 

(ii) no part of the interest so transferred in trust shall, for the purposes 
of subparagraph (B) (i), be considered as retained in the donor or trans- 
ferred to any person other than the donee spouse. 

This subparagraph shall be applicable only if, under the terms of the 
trust, such power In the donee spouse to appoint the corpus, whether 
ercisable by will or during life, is exercisable by such spouse alone and In 
all events. 


440 



GIFT TAX 


§1004 


(F) Cbmmiiiiity property 

(i) A deduction otherwise allowable under tMs paragrapli Bball be al- 
lowed only to the extent that the transfer can be shown to represent a 
gift of property wbicli is not, at the time of the gift, held as community 
property under the law of any State, Territory, or possession of the United 
States, or of any foreign country. 

(ii) For the purposes of clause (i), community property (except prop- 
erty wMcb is considered as community property solely by reason of the 
provisions of clause (iii)) shall not be considered as ‘'held as community 
property” if the entire value of such property (and not merely one-half 
thereof) is treated as the amount of the gift. 

(iii) If during the calendar year 1942 or after the date of the enact- 
ment of the Revenue Act of 1948, property held as such community prop- 
erty (unless considered by reason of clause (ii) as not so held) was by 
the donor and the donee spouse converted, by one transaction or a s^es 
of transactions, into separate property of the donor and such spouse (in- 
cluding any form of co-ownership by them), the separate property so ac- 
quired by the donor and any property acquired at any time by the donor 
in exchange therefor (by one exchange or a series of exchanges) shall, 
for the purposes of clause (i), he considered as “held as community prop- 
erty.” 

(iv) Where the value (at the time of such conversion) of the separate 
property so acquired by the donor exceeded the value (at such time) of the 
separate property so acquired by such spouse, the rule in clause (iii) shall 
be applied only with respect to the same portion of such separate property 
of the donor as the portion which the value (as of such time) of such sepa- 
rate property so acquired by such spouse is of the value ( as of such time) 
of the separate property so acquired by the donor. 

(h) Nonresidents. In the case of a nonresident not a citizen of the 
United States, the amount of all gifts made during such year to or for 
the use of — 

( 1 ) the United States, any State, Territory, or any political subdivision 
thereof, or the District of Columbia, for exclusively public purposes; 

(2) a domestic corporation organized and operated exclusively for re- 
ligious, charitable, scientific, literary, or educational purposes, including 
the encouragement of art and the prevention of cruelty to children or 
animals; no part of the net earnings of which inures to the benefit of 
any private shareholder or Individual, and no substantial part of the 
activities of which is carrying on propaganda, or otherwise attempting, to 
infiuence legislation; 

(3) a trust, or community chest, fund, or foundation, organized and 
operated exclusively for religious, charitable, scientific, literary, or edu- 
cational purposes, including the encouragement of art and the prevention 
of cruelty to children or animals, no substantial part of the activities of 
which Is carrying on propaganda, or otherwise attempting, to influence 
legislation; but only if such gifts are to be used within the United States 
exclusively for such purposes; 

(4) a fraternal society, order, or association, operating under the lodge 
system, but only if such gifts are to be used within the United States 
exclusively for religious, charitable, scientific, literary, or educational pur- 
poses, including the encouragement of art and the prevention of cruelty 
to children or animals; 

(B) posts or organizations of war veterans, or auxiliary units or 
societies of any such posts or organizations, if such posts, organizations, 
units, or societies are organized in the United States or any of its posses- 
sions, and if no part of their net earnings inures to the benefit of any 
private shareholder or individual; 
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(6) tile special fund for vocational rehabilitation authorized by secti©® 
12 of the World War Veterans' Act. 1924, 43 Stat. €11 (U.S.C., Title 
38. I 440); 

(7) the United Nations, but only if such gifts (A) are to be used ex- 
clusively for the ac(iuisition of a site in the city of New Yorh for its head- 
quarters, and (B) are made after December 1, 1946, and before Decem- 
ber 2, 1947. 

For disallowance of certain charitable, etc., deductions otherwise allow- 
able under paragraphs (2) and (3), see sections 3813 and 162(g) (2). 

(c) Extent of deductions. The deductions provided in subsection (a) 
(2) or (3) or in subsection (b) shall be allowed only to the extent that 
the gifts therein specified are included in the amount of gifts against which 
such deductions are applied. 53 Stat. 146, amended Oct, 21, 1942, 4:30 
p. m., E. W. T., c. 619, Title IV, § 455, 56 Stat. 953; Feb. 26, 1947, c. 7, 
§§ 3, 4, 61 Stat. 7; Apr. 2, 1948, 3:18 p. m., E. S. T., c. 168, Title III, 
§§ 372, 373, 62 Stat. 125; Sept. 23, 1950, 3:15 p. m., E. D. T., c. 994, 
Title III, Pt, III, § 332(g) (h), 64 Stat. 959. 

1 Catchline supplied by the Editor. 


Historical Note 


Beference* in Text. Date of enactment 
of ReTeane Act of 1948 referred to in 
snbsecs. (a) (3) (A) and (a) (3) (P) (lii), 
was 3-:18 p. m., E.S.T.. Apr. 2, 1948. 

1950 Amendment. Siibsec. (a) amended 
by Act Sept. 23, 1950, § 332(g), which 
substituted “legislation. For disallow- 
ance of certain charitable, etc., deduc- 
tions otherwise allowable under this sub- 
paragraph, see sections 3813 and 162(g) 
(2)” in lieu of “legislation ; 

Subsec. (b) amended by Act Sept. 23, 
1950. § 332(h), which added “For disal- 
lowance of certain ♦ ♦ ♦ and 162(g) 
(2).*’ 

194S Amendment. Subsec. (a) amended 
by Act Apr. 2, 1948, § 372, which added 
subdiT. (3) to provide a marital deduc- 
tion in computing net gifts of citizens 
and residents of the United States. 

Subsec. (c) amended by Act Apr, 2, 
1948, § 373, which limits the marital de- 
duction with respect to gifts to a spouse 
in any calendar year to the amount of 
such gifts included for the purpose of 
computing net gifts. 

194:7 Amendment, Subsec. (a) (2) (F) 
added by Act Feb, 26, 1947. 


Subsec. (b) (7) added by Act Feb, 26, 
1947. 

1»2 Amendment. Subsec. (a), all that 
preceded par. (2) amended by Act Oct, 
21, 1942. 

Effective Date of 1942 Amendment. 
Section 451 of Act Oct. 21, 1942, was made 
applicable only with respect to gifts 
made in the calendar year 1943, and suc- 
ceeding calendar years, by section 451 
thereof. 

Treaty Obligations. Section 214 of 
Act Sept. 23, 1950, provided that: “No 
amendment made by this Act [Act Sept. 
23, 1950] shall apply in any case where 
its application would be contrary to any 
treaty obligation of the United States.*’' 

Text of Amendatory Revenue Acts. 
Complete original text of Revenue Acts 
amending this section, 1939 to date, see 
volumes “Title 26 — Internal Revenue 
Acts”. 

legislative History and Congressional 
Comment: For legislative history and 
purpose of Act Sept. 23, 1950, see 196i> 
U.S.Code Cong Service, p. 3053. See, al- 
so, Acts Apr. 2, 1948, 1948 U.S.Code Cong. 
Service, p. 1163; Feb. 26, 1947, 1947 U.S. 
Code Cong.Service, p. 956. 


§ 1005. Gifts made in property 

If the gift is made in property, the value thereof at the date of the gift 
shall be considered the amount of the gift. 63 Stat. 148. 


§ 1006. Returns 

(a) Requirement. Any individual who within the calendar year 1940^ 
or any calendar year thereafter makes any transfers by gift (except those 
which Tinder section 1003 are not to be included In the total amount of 
gifts for such year) shall make a return under oath in duplicate. The 
return shall set forth (1) each gift made during the calendar year which 
under section 1003 is to be included in computing net gifts; (2) the de- 
ductions claimed and allowable under section 1004; (3) the net gifts foir 
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’each of the preceding calendar years; and (4) such further information 
as may he required by regulations made pursuant to law. 

(b) Time and place for filing. The return shall he filed on or before 
the 15th day of March following the close of the calendar year with the 
collector for the district in which is located the legal residence of the 
donor, or if he has no legal residence in the United States, then (unless 
the Commissioner designates another district) with the collector at Balti- 
'more, Maryland. 53 Stat. 148. 

§ 1007. Records and special returns 

(a) By donor. Every person liable to any tax imposed by this chapter 
or for the collection thereof, shall keep such records, render under oath 
such statements, make such returns, and comply with such rules and reg- 
ulations, as the Commissioner, with the approval of the Secretary, may 
from time to time prescribe. 

(b) To determine liability to tax. Whenever in the judgment of the 
•Commissioner necessary i he may require any person, by notice served 
upon him, to make a return, render under oath such statements, or 
toep such records, as the Commissioner deems sufficient to show whether 
•or not such person is liable to tax under this chapter. 53 Stat. 148. 

1 So in original. 

§ loos. Payment of tax 

(a) Time of payment. The tax imposed by this chapter shall be paid 
by the donor on or before the 15th day of March following the close of 
'the calendar year. 

(b) lEIxtension of time for payment. At the request of the donor, the 
Commissioner may extend the time for payment of the amount determined 
as the tax by the donor, for a period not to exceed six months from the 
date prescribed for the payment of the tax. In such case the amount 
in respect of which the extension is granted shall he paid on or before 
the date of the expiration of the period of the extension. 

(c) Voluntary advance payment. A tax imposed by this chapter, may 
be paid, at the election of the donor, prior to the date prescribed for its 
'payment. 

(d) Fractional parts of cent. In the payment of any tax under this 
chapter a fractional part of a cent shall be disregarded unless it amounts 
to one-half cent or more, in which case it shall be increased to 1 cent. 

(e) Receipts. The collector to whom any payment of any gift tax is 
made shall, upon request, grant to the person making such payment a re- 
*ceipt therefor. 53 Stat. 148. 

§ 1009. liien for tax 

The tax imposed by this chapter shall be a lien upon all gifts made 
-during the calendar year, for ten years from the time the gifts are made. 
If the tax is not paid when due, the donee of any gift shall be personally 
liable for such Ux to the extent of the value of such gift. Any part of 
the property comprised in the gift sold by the donee to a bona fide pur- 
•chaser for an adequate and full consideration in money or money's worth 
shall be divested of the lien herein imposed and the Een, to the extent of 
the value of such gift, shall attach to all the property of the donee (in- 
^cluding after-acquired property) except any part sold to a bona fide pur- 
chaser for an adequate and full consideration in money or money's worth. 
If the Commissioner is satisfied that the tax Uahility has been fully dis- 
charged or provided for, he may, under regulations prescribed by him 
with the approval of the Secretary, issue his certificate, releasing any or 
all of the property from the lien herein imposed. 1^3 Stat. 143. 
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§ lOlO, Ikaniiiiafcloii of return and determination of tax 

As soon as practicable after the return is filed the Commissioner shall 
examine it and shall determine the correct amount of the tax, 53 Stat. 
143- 

§ iOll, Definition of deficiency 

As used in this chapter in respect of the tax Imposed by this chapter 
the term '"deficiency*^ means — 

(1) The amount by which the tax imposed by this chapter exceeds the 
amount shown as the tax by the donor upon his return; but the amount 
so shown on the return shall first be Increased by the^ amounts previously 
assessed (or collected without assessment) as a deficiency, and decreased 
by the amounts previously abated, refunded, or otherwise repaid in re- 
spect of such tax; or 

(2) If no amount is shown as the tax by the donor upon his return, 
or if no return is made by the donor, then the amount by which the tax 
exceeds the amounts previously assessed (or collected without assessment) 
as a deficiency; but such amounts previously assessed, or collected without 
assessment, shall first be decreased by the amounts previously abated, re- 
funded, or otherwise repaid in respect of such tax. 63 Stat, 149. 

§ 1012. Assessment and coUectioii of deficiencies 

[(a) (1) Petition to The Tax Court of the United States.] i If the 
Commissioner determines that there is a deficiency in respect of the tax 
imposed by this chapter, the Commissioner is authorized to send notice 
of such deficiency to the donor by registered mail. Within 90 days after 
such notice is mailed (not counting Saturday, Sunday, or a legal holiday 
in the District of Columbia as the ninetieth day), the donor may file a 
petition with The Tax Court of the United States for a redetermination 
of the deficiency. No assessment of a deficiency in respect of the tax im- 
posed by this chapter and no distraint or proceeding in court for its col- 
lection shall be made, begun, or prosecuted until such notice has been 
mailed to the donor, nor until the expiration of such 90-day period, nor, 
if a petition has been filed with the Tax Court, until the decision of the 
Tax Court has become final. Notwithstanding the provisions of section 
3653(a) the making of such assessment or the beginning of such proceed- 
ing or distraint during the time such prohibition Is in force may be en- 
joined by a proceeding in the proper court. If the notice is addressed to 
a donor outside the States of the Union and the District of Columbia, the 
period specified in this paragraph shall be one hundred and fifty days in 
heu of ninety days. 

(2) Cross references 

For exceptions to the restrictions Imposed by this subsection see — 

Subsection (d) of this section, relating to waivers by the donor; 

Subsection (f) of this section, relating to notifications of mathematical errors 
appearing upon the face of the return; 

Section 1013, relating to Jeopardy assessments ; 

Section 1015, relating to bankruptcy and receiverships ; and 

Section 1145, relating to assessment or collection of the amount of the deficiency 
determined hy the Tax Court pending court review. 

[(h) Collection of deficiency found hy Tax CJonrt.] 1 If the donor files 
a petition with the Tax Court, the entire amount redetermined as the 
deficiency by the decision of the Tax Court which has become final shall 
be assessed and shall he paid upon notice and demand from the collector. 
No part of the amount determined as a deficiency by the Commissioner but 
disallowed as such by the decision of the Tax Court which has become 
final shall be assessed or be collected by distraint or by proceeding In 
court with or without assessment. 
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(c) Failure to file petition. If the donor does not file a petition with 
the Tax Court within the time prescribed in subsection (a) the deficiency, 
notice of which has been mailed to the donor, shall be assessed, and shall 
be paid upon notice and demand from the collector. 

(d) Waiver of restrictions. The donor shall at any time have the right, 
by a signed notice in writing filed with the Commissioner, to waive the 
restrictions provided in subsection (a) on the assessment and collection 
of the whole or any part of the deficiency. 

(e) Increase of deficiency after notice mailed. The Tax Court shall 
have Jurisdiction to redetermine the correct amount of the deficiency even 
if the amount so redetermined is greater than the amount of the deficienc:^ 
notice of which has been mailed to the donor, and to determine whether 
any additional amount or addition to the tax should be assessed, if claim 
therefor is asserted by the Commissioner at or before the hearing or a 
rehearing, 

(f) Further deficiency letters restricted. If the Commissioner has 
mailed to the donor notice of a deficiency as provided in suhsection (a) of 
this section, and the donor files a petition with the Tax Court within 
the time prescribed in such subsection, the Commissioner shall have no 
right to determine any additional deficiency in respect of the same cal- 
endar year, except in the case of fraud, and except as provided in subsec- 
tion (e) of this section, relating to assertion of greater deficiencies before 
the Tax Court, or in section 1013(c), relating to the making of jeopardy 
assessments. If the donor is notified that, on account of a mathematical 
error appearing upon the face of the return, an amount of tax in excess 
of that shown upon the return is due, and that an assessment of the tax 
has been or will be made on the basis of what would have been the cor- 
rect amount of tax but for the mathematical error, such notice shall not 
be considered (for the purposes of this subsection, or of subsection (a) of 
this section, prohibiting assessment and collection until notice of de- 
ficiency has been mailed, or of section 1037(c), prohibiting credits or re- 
funds after petition to The Tax Court of the United States) as a notice 
of a deficiency, and the donor shall have no right to file a petition with 
the Tax Court based on such notice, nor shall such assessment or collec- 
tion be prohibited by the provisions of subsection (a) of this section. 

(g) Jurisdiction over other calendar years. The Tax Court in re- 
determining a deficiency in respect of any calendar year shall consider 
such facts with relation to the taxes for other calendar years as may be 
necessary correctly to redetermine the amount of such deficiency, but in 
so doing shall have no jurisdiction to determine whether or not the tax 
for any other calendar year has been overpaid or underpaid. 

[(h) Final decisions of Tax Oourt.]! For the purposes of this chapter 
the date on which a decision of the Tax Court becomes final shall be deter- 
mined according to the provisions of section 1140. 

(i) Extension of time for payment of deficiencies. Where it is shown 
to the satisfaction of the Commissioner that the payment of a deficiency 
upon the date prescribed for the payment thereof will result in undue 
hardship to the donor the Commissioner, under regulations prescribed by 
the Commissioner, with the approval of the Secretary (except where the 
deficiency is due to negligence, to intentional disregard of rules and reg- 
ulations, or to fraud with intent to evade tar), may grant an extension 
for the payment of such deficiency or any part thereof for a period not 
in excess of eighteen months, and, in exceptional cases, for a further 
period not in excess of twelve months. If an extension is granted, the 
Commissioner may require the donor to furnish a bond in such amount, 
not exceeding double the amount of the deficiency, and with such sureties, 
as the Commissioner deems necessary, conditioned upon the payment of 
the deficiency in accordance with the terms of the ^enifion. 
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(j) Address for notice of deficiency. In the absence of notice to the 
Commissioner under section 1026(a) of the existence of a fiduciary re-* 
lationsMp^ notice of a deficiency in respect of a tax imposed by this chap- 
ter, if mailed to the donor at his last known address, shall be sufficient 
for the purposes of this chapter eren If such donor Is deceased, or is 
under a legal disability. 53 Stat. 149, amended Oct. 21, 1942, 4:30 
p. m., E. W. T., c. 619, Title IV, § 456(a), Title V, § 504(a), (c), 56 Stat. 
953, 957; Dec. 29, 1945, c. 652, Title 11, § 203(a), 59 Stat. 673. 

1 Catcbline supplied by editor in conformance with change of name of Board of 
Tax Appeals. 

Historical Note 


1945 Amendment. Subsec. (a) <1) 

amended by Act Dec, 29, 1945, which in- 
serted “Saturday** preceding “Sunday*' 
within parenthesis in second sentence. 

1942 Amendment. Snbsec. (al (1), last 
sentence, added by Act Oct, 21, 1942. 

Chiuage of Nam©. Act Oct. 21, 1942, i 
504(a), (c), changed the name of the 
Board of Tax Appeals to The Tax Court 
of the United States. For text of said 
subs^tions see section 1100 of I.B C-1939 
and notes thereunder. 

Effectir© Bat© of 1945 Amendment. 
Amendment of snbsec. (a) <1) by Act 
Dec. 29, 1945, § 203<a), was made effectire 


as of Sept. 8, 1945, by section 203(b) 
thereof. 

Effective Bate of 194SS Amendmeiat. 
Act Oct. 21, 1942, was made applicable to 
notices of deficiency mailed after Oct. 
21, 1942, 4:30 p, m., E. W. T., by section 
456(b) thereof. 

Text of Amendatory Bevenue Acts. 
Complete original text of Revenue Acts 
amending this section, 1939 to date, 
see volumes “Title 26 — ^Internal Revenue 
Acts**. 

Congrressional Comment: For legisla- 
tive history and purpose of Act Dec. 29, 
1945, see 1945 U.S.Code Cong.Service, p. 
946. 


§ 1013. Jeopardy assessments 

(a) Authority for making. If the Commissioner believes that the 
assessment or collection of a deficiency will be jeopardized by delay, 
he shall immediately assess such deficiency (together with all interest, 
additional amounts, or additions to the tax provided for by law) and no- 
tice and demand shall be made by the collector for the payment thereof. 

<h) Deficiency letters. If the jeopardy assessment is made before 
any notice in respect of the tax to which the jeopardy assessment relates 
has been mailed under section 1012(a), then the Commissioner shall mail 
a notice under such subsection within 60 days after the making of the 
assessment. 

[<c) Amount assessable before decision of Tax Court. The jeop- 
ardy assessment may be made in respect of a deficiency greater or less 
than that notice of which has been mailed to the donor, despite the pro- 
visions of section 1012(f) prohibiting the determination of additional de- 
ficiencies, and whether or not the donor has theretofore filed a petition 
with The Tax Court of the United States, The Commissioner may, at any 
time before the decision of the Tax Court is rendered, abate such assess- 
ment, or any unpaid portion thereof, to the extent that he believes the as- 
sessment to be excessive in amount. The Commissioner shall notify the 
Tax Court of the amount of such assessment, or abatement, if the petition 
is filed with the Tax Court before the making of the assessment or is sub- 
sequently filed, and the Tax Court shall have jurisdiction to redetermine 
the entire amount of the deficiency and of all amounts assessed at the 
same time in connection therewith. 

[(d) Amount assessable after decision of Tax Court. ]i If the jeopardy 
assessment is made after the decision of the Tax Court is rendered such 
assessment may be made only in respect of the deficiency determined by 
the Tax Court in its decision, 

(e) Ejqpiration of right to assess. A jeopardy assessment may not 
be made after the decision of the Tax Court has become final or after the 
4enor has filed a petition for review of the decision of the Tax (^Jourt. 
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(i) Bond to stay collection. When a jeopardy assessment has been 
made the donor, within 10 days after notice and demand from the col- 
lector for the payment of the amount of the assessment, may obtain a 
stay of collection of the whole or any part of the amount of the assess- 
ment by filing with the collector a bond in such amount, not exceeding 
double the amount as to which the stay is desired, and with such sureties, 
as the collector deems necessary, conditioned upon the payment of so 
much of the amount, the collection of which is stayed by the bond, as ia 
not abated by a decision of the Tax Court which has become final, to- 
gether with interest thereon as provided in section 1022 or 1023(b) (4). 
If any portion of the jeopardy assessment is abated by the Commissioner 
before the decision of the Tax Court is rendered, the bond shall, at the 
request of the taxpayer, be proportionately reduced. 

(g) Same— Further conditions. If the bond is given before the donor 
has filed his petition with the Tax Court under section 1012(a), the bond 
shall contain a further condition that if a petition is not filed within the 
period provided in such subsection, then the amount the collection of which 
is, stayed by the bond will be paid on notice and demand at any time after 
the expiration of such period, together with interest thereon at the rate- 
of 6 per centum per annum from the date of the jeopardy notice and 
demand to the date of notice and demand under this subsection. 

(h) Waiver of stay. Upon the filing of the bond the collection of so* 
much of the amount assessed as is covered by the bond shall be stayed. 
The donor shall have the right to waive such stay at any time in respect 
of the whole or any part of the amount covered by the bond, and if as a 
result of such waiver any part of the amount covered by the bond is paid, 
then the bond shall, at the request of the donor, be proportionately re- 
duced. If the Tax Court determines that the amount assessed is greater 
than the amount which should have been assessed, then when the decision 
of the Tax Court is rendered the bond shall, at the request of the donor, 
be proportionately reduced. 

(i) Collection of unpaid amounts. When the petition has been filed 
with the Tax Court and when the amount which should have been assessed 
has been determined by a decision of the Tax Court which has become 
final, then any unpaid portion, the collection of which has been stayed 
by the bond, shall be collected as part of the tax upon notice and demand 
from the collector, and any remaining portion of the assessment shall be- 
abated. If the amount already collected exceeds the amount determined 
as the amount which should have been assessed, such excess shall be 
credited or refunded as provided in section 1027, without the filing of 
claim therefor. If the amount determined as the amount which should 
have been assessed is greater than the amount actually assessed, then 
the difference shall be assessed and shall be collected as part of the tax 
upon notice and demand from the collector. 

(J) Abatement if Jeopardy does not exist. The Secretary may abate 
the jeopardy assessment if he finds that jeopardy does not exist. Such 
abatement may not be made after a decision of The Tax Court of the 
United States in respect of the deficiency has been rendered or, if no peti- 
tion is filed with The Tax Court of the United States, after the expiration 
of the period for filing such petition. The period of limitation on the 
making of assessments and the beginning of distraint or a proceeding in 
court for collection, in respect of any deficiency, shall be determined as if 
the jeopardy assessment so abated had not been made, except that the 
running of such period shall in any event be suspended for the period 
from the date of such jeopardy assessment until the expiration of the 
tenth day after the , day on which such jeopardy assessment Is abated. 5 3 
Stat. 151, amende^ Oct. 21, 1942, 4:30 p. m., E, T*, c. 619, TiUe V, 
§ 504(a)^ (c), 56 Stai;. 957; Aug. 14,49§3, C. 488, § jl(h>. 67 Stat. 583. 

1 Catchline supplied by editor In conformance witb cbange of name of Board of 
Tax Appeals. % i 
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Historical Hot® 


1Q5S Am«ndin«at®. Stibsec. <1> added 
by Act Aug, 14, 1953. 

C'bMig® of Nana©. Act Oct. 21, 1942, § 
5l)4{a), icif cbaiig-ed the name of the 
Board of Tax Appeals to The Tax Court 
of the United States For text of said 
subsections see section IICN) of I.il.C.1939 
and notes tliereunder. 

Efectii '0 Bate of 1353 Amendment. 
Section 1(c) of Act Auir. 14, 1953, pro- 
vided that the amendments to this sec- 
tion by said Act should be applicable 


to jeopardy assessments made or in ex- 
istence on Aug. 14, 1953 or which, are 
thereafter made. 

Text off Amendatory Bevemia Acts. 
Complete original text of Revenue Acts 
amending' this section, 1939 to date, see 
volumes “Title 26— Internal Revenue 
Acts”. 

Beg-islatave jaistoryt For legislative 
history and purpose of Act Aug. 14, 1953, 
see 1353 U.S.Code Cong, and Adm.News, 
p. 2398. 


§ 1014. Claims in abatement 

No claim in abatement shall be filed In respect of any assessment in 
respect of any tax imposed by this chapter. 53 Stat. 152. 

§ 1015. Bantomptcy and receiverships 

(a) Inaanediate assessment. Upon the adjudication of bankruptcy of 
any donor in any bankruptcy proceeding or the appointment of a receiver 
for any donor In any receivership proceeding before any court of the 
United States or of any State or Territory or of the District of Columbia, 
any deficiency (together with all interest, additional amounts, or addi- 
tions to the tax provided for by law) determined by the Commissioner in 
respect of a tax imposed by this chapter upon such donor shall, despite 
the restrictions imposed by section 1012(a) upon assessments be imme- 
diately assessed if such deficiency has not theretofore been assessed in 
accordance with law. Claims for the deficiency and such interest, addi- 
tional amounts and additions to the tax may be presented, for adjudica- 
tion in accordance with law, to the court before which the bankruptcy or 
receivership proceeding is pending, despite the pendency of proceedings 
for the redetermination of the deficiency in pursuance of a petition to the 
Tax Court; but no petition for any such redetermination shall be filed 
with the Tax Court after the adjudication of bankruptcy or the appoint- 
ment of the receiver. 

(b) Unpaid claims. Any portion of the claim allowed in such bank- 
ruptcy or receivership proceeding which is unpaid shall be paid by the 
donor upon notice and demand from the collector after the termination 
of such proceeding, and may be collected by distraint or proceeding in 
court within six years after termination of such proceeding. Extensions 
of time for such payment may be had in the same manner and subject to 
the same provisions and limitations as are provided in sections 1012 (i), 
1020 (b), and 1023 (b) (3) in the case of a deficiency in a tax imposed by 
this chapter. 53 Stat. 152, amended Oct. 21, 1942, 4:30 p. m., E. W. T., 
c. 619, Title V, 5 504(a), (c), 56 Stat. 957. 


Historical Note 


Change of Name. Act Oct. 21, 1942, § 
504(a), <c), changed the name of the 
Board of Tax Appeals to The Tax Court 
of the United -States. For text of said 
subsections see section 1100 of I.B.C.1939 
and notes thereunder. 


Text of Amendatoiy Benrenue Acts. 
Complete original text of Revenue Acts 
amending this section, 1939 to date, see 
volumes ‘‘Title 26— Internal Revenue 
Acts'*. 


§ 1016. Period of limitation upon assessment and collection 
(a) General mle. Except as provided in subsection (b), the amount 
of taxes imposed by this chapter shall be assessed within three years after 
the return was filed, and no proceeding in court without assessment for 
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tlie collection of sucIi taxes shall he begnin after the expiratioii of three 
years after the return was filed. 

(b) Exceptions 

(1) False return or no return. In the case of a false or fraudulent 
return with intent to evade tax or of a failure to file a return the tax may 
be assessed, or a proceeding in court for the collection of such tax may be 
begun without assessment, at any time. 

(2) Collection after assessment. Where the assessment of any tax 
Imposed by this chapter has been made within the statutory period of 
limitation properly applicable thereto, such tax may be collected by dis- 
traint or by a proceeding in court, but only if begun ( 1 ) within six years 
after the assessment of the tax, or (2) prior to the expiration of any period 
for collection agreed upon in writing by the Commissioner and the donor. 
53 Stat. 153. 

§ 1017. Suspension of miming of statato 

The running of the statute of limitations provided in section 1016 on 
the making of assessments and the beginning of distraint or a proceeding 
in court for collection, in respect of any deficiency, shall (after the mailing 
of a notice under section 1012(a)) be suspended for the period during 
which the Commissioner is prohibited from making the assessment or 
beginning distraint or a proceeding in court (and in any event, if a 
proceeding in respect of the deficiency is placed on the docket of the Tax 
Court, until the decision of the Tax Court becomes final), and for 60 
days thereafter. 53 Stat. 153, amended Oct. 21, 1942, 4:30 p. m., E. W. 
T., c. 619, Title V, { 504(a), (c), 56 Stat. 957* 


Historical Note 


Clian§r© of Name. Act Oct. 21, 1942, § 
5C4(a), (c), changed the name of the 
Board of Tax Appeals to The Tax Court 
of the United States. For text of said 
subsections see section 1100 of I.E.C. 
1939 and notes thereunder. 


Text of AiBendator 3 r Reveoane Acts. 
Complete original text of Kevenne Acts 
amending this section, 1939 to date, see 
volumes ‘*Title 26 — Internal Revenue 
Acts'*. 


§ lOlS. Addition to the tax in case of delinquent return 

For addition to the tax in case of failure to make and file a return required by 
this chapter within the time prescribed by law or prescribed by the Commissioner 
in pursuance of the law, see section 3612(d) (1). 

53 Stat. 153. 

§ 1019. Additions to the tax in case of deficiency 

(a) Negligence. If any part of any deficiency is due to negligence, or 
Intentional disregard of rules and regulations but without intent to de- 
fraud, 5 per centum of the total amount of the deficiency (in addition 
to such deficiency) shall be assessed, collected, and paid in the same 
manner as if it were a deficiency, except that the provisions of section 
1021, relating to interest on deficiencies, shall not be applicable. 

(b) Fraud. If any part of any deficiency is due to fraud with intent 
to evade tax, then 50 per centum of the total amount of the deficiency (in 
addition to such deficiency) shall be so assessed, collected, and paid, in lieu 
of the 50 per centum addition to the tax provided in section 3612(d) (2). 
53 Stat. 153. 


§ 1020. Interest on extended payments 

(a) Tax shown on return. If the time for payment of the amount deter- 
mined as the tax by the donor is extended under the authority of section 
1008(b), there shall be collected as a part of such amount, interest there- 
on at the rate of 6 per centum per annum from the date when such pay- 
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ment should have been made if no extension had been granted, until the 
expiration of the period of the extension. 

(b) Deficiency. In case an extension for the payment of a deficiency 
is granted, as provided in section 1012 (i), there shall be collected, as a 
part of the tax. interest on the part of the deficiency the time for payment 
of which is so extended, at the rate of 6 per centum per annum for the 
period of the extension, and no other interest shall be collected on such 
part of the deficiency for such period. 53 Stat. 154. 

§ 1021. Interest on defici^cles 

Interest upon the amount determined as a deficiency shall be assessed 
at the same time as the deficiency, shall be paid upon notice and demand 
from the collector, and shall be collected as a part of the tax, at the rate 
of 6 per centum per annum from the due date of the tax to the date the 
deficiency is assessed, or, in the case of a waiver under section 1012(d) , to 
the thirtieth day after the fihng of such waiver or to the date the defi- 
ciency is assessed whichever is the earlier. 53 Stat. 164. 

§ 1022- Interest on jeopardy assessments 

In the case of the amount collected under section 1013 (f) there shall 
he collected at the same time as such amount, and as a part of the tax. 
interest at the rate of 6 per centum per annum upon such amount from 
the date of the jeopardy notice and demand to the date of notice and 
demand under section 1012 (i), or, in the case of the amount collected 
in excess of the amount of the jeopardy assessment, interest as provided 
in section 1021. 53 Stat. 154. 

§ 1023. Additions to the tax in case of nonpayment 

(a) Tax shown on return 

(1) Payment not extended. Where the amount determined by the 
donor as the tax imposed by this chapter, or any part of such amount, is 
not paid on the due date of the tax, there shall he collected as a part of 
the tax, interest upon such unpaid amount at the rate of 6 per centum per 
annum from the due date until It is paid. 

(2) Payment extended. Where an extension of time for payment of 
the amount so determined as the tax hy the donor has been granted, and 
the amount the time for payment of which has been extended, and the 
interest thereon determined under section 1020(a), is not paid in full 
prior to the expiration of the period of the extension, then, In lieu of the 
interest provided for in paragraph (1) of this subsection, interest at the 
rate of 6 per centum per annum shall be collected on such unpaid amount 
from the date of the expiration of the period of the extension until it is 
paid. 

(b) Deficiency 

(1) Payment not extended. Where a deficiency, or any interest assessed 
in connection therewith under section 1021, or any addition to the tax 
provided for in section 3612(d), is not paid in full within 10 days from 
the date of notice and demand from the collector, there shall be collected 
as part of the tax, interest upon the unpaid amount at the rate of 6 per 
centum per annum from the date of such notice and demand until it la 
paid. 

(2) Filing of Jeopardy bond. If a bond is filled, as provided In section 
1013, the provisions of paragraph (1) of this subsection shall not apply 
to the amount covered by the bond. 

(3) Payment ext^dedU If the part of the deficiency the time for 
payment of which is extended as provided in section 1012 (i) is not paid 
in accordance with the terms of the extension, there shall be collected, 
as a part of the tax, interest on such unpaid amount at the rate of 6 per 
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centum per annum for the period from the time fixed hy the terms of the 
extension for its payment until it is paid, and no other interest shall be 
collected on such unpaid amount for such period. 

(4) Jeopardy assessment — Payment stayed by bond. If the amount 
included in the notice and demand from the collector under section 1013 (i) 
is not paid in full within 10 days after such notice and demand, then there 
shall be collected, as part of the tax, interest upon the unpaid amount at 
the rate of 6 per centum per annum from the date of such notice and 
demand until it is paid. 

(5) Interest in case of bankruptcy and receiverships. If the unpaid 
portion of the claim allowed in a bankruptcy or receivership proceeding, 
as provided in section 1015, is not paid in full within 10 days from the 
date of notice and demand from the collector, then there shall be col- 
lected as a part of such amount interest upon the unpaid portion thereof 
at the rate of 6 per centum per annum from the date of such notice and 
demand until payment. 53 Stat. 164. 

§ 1024. Penalties 

(a) Any person required under this chapter to pay any tax, or required 
by law or regulations made under authority thereof to make a return, 
keep any records, or supply any information, for the purposes of the com- 
putation, assessment, or collection of any tax imposed by this chapter, who 
willfully fails to pay such tax, make such return, keep such records, or 
supply such information, at the time or times required by law or regula- 
tions, shall, in addition to other penalties provided by law, be guilty of a 
misdemeanor and, upon conviction thereof, be fined not more than $10,000, 
or imprisoned for not more than one year, or both, together with the 
costs of prosecution. 

(h) Any person who willfully attempts in any manner to evade or defeat 
any tax imposed by this chapter or the payment thereof, shall, in addition 
to other penalties provided by law, be guilty of a felony and, on convic- 
tion thereof, be fined not more than $10,000, or imprisoned for not more 
than five years, or both, together with the costs of prosecution. 63 Stat. 
155. 


§ 1025. Transferred assets 

(a) Method of collection. The amounts of the following liabilities 
shall, except as hereinafter in this section provided, be assessed, collected, 
and paid in the same manner and subject to the same provisions and 
limitations as in the case of a deficiency in the tax imposed by this chap- 
ter (Including the provisions in case of delinquency in payment after 
notice and demand, the provisions authorizing distraint and proceedings 
in court for collection, and the provisions prohibiting claims and suits for 
refunds) : 

(1) Transferees. The liability, at law or in equity, of a transferee of 
property of a donor, in respect of the tax (including interest, additional 
amounts, and additions to the tax provided by law) imposed by this 
chapter. 

(2) Fiduciaries. The liability of a fiduciary under section 3467 of 
the Revised Statutes (U.S.C., Title 31, § 192) in respect of the payment 
of any such tax from the estate of the donor. 

Any such liability may be either as to the amount of tax shown on the 
return or as to any deficiency in tax. 

(b) Period of limitation. The period of limitation for assessment of 
any such liability of a transferee or fiduciary shall be as follows: 

(1) "Within one year after the exjjiration of the period of limitation for 
assessment against the donor. 
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(2) If a court proceeding against tie donor for tie collection of the 
tax has been begun within the period provided in paragraph (1) ^then 
within one year after return of execution in such proceeding. 

(c) Peanod lot assessmmt against donor. For the purposes of this 
section, if the donor is deceased, the period of limitation for assessment 
against the donor shaU be the period that would be in effect had the 
death not occurred. 

(d) SnsjwOTiLsion of rimiiiiig of statute of liinitatioiis* The running of 
the statute of limitations upon the assessment of the liability of a trans- 
feree or fiduciary shall, after the mailing of the notice under section 1012 
(a) to the transferee or fiduciary, be suspended for the period during 
which the Commissioner is prohibited from making the assessment in 
respect of the Hability of the transferee or fiduciary (and in any event, 
if a proceeding in respect of the liability is placed on the docket of the 
Tax Court, until the decision of the Tax Court becomes final) , and for 
60 days thereafter. 

(e) Frohibitioii of suits to restrain enforcement of liability of trans- 
feree or fiduciary. No suit shall be maintained in any court for the pur- 
pose of restraining the assessment or collection of (1) the amount of 
the liability, at law or in equity, of a transferee of property of a donor 
in respect of any gift tax, or (2) the amount of the liability of a fiduciary 
under section 3467 of the Revised Statutes (U.S.C., Title 31, § 192) in 
respect of any such tax. 

(f) Definition of “transferee.’* As used in this section the term 
“transferee” includes donee, heir, legatee, devisee, and distributee. 

(g) Address for notice of liability. In the absence of notice to the 
Commissioner under section 1026(b) of the existence of a fiduciary rela- 
tionship, notice of liability enforceable under this section in respect of a 
tax imposed by this chapter, if mailed to the person subject to the liability 
at his last known address, shall he sufficient for the purposes of this 
chapter even if such person is deceased, or is under a legal disability, or, 
in the case of a corporation, has terminated its existence. 53 Stat. 155, 
amended Oct. 21, 1942, 4:30 p. m., E. W. T., c. 619, Title V, § 504(a), 
(c), 56 Stat. 957. 

SCistoric^ Not© 


Chang:© of Name. Act Oct. 21, 1942, § 
504(a), (e), changed the name of the 
Board of Tax Appeals to The Tax Court 
of the United States. For text of said 
subsections see section 1100 of I,Il.C.1939 
and notes thereunder. 


Text of Amendatory Kevenu© Acts. 
Complete original text of Eevenue Acta 
amending this section, 1939 to date, see 
volumes “Title 26— Internal Eevenue 
Acts’*. 


§ 1026. Notice of fiduciary relationship 

(a) Fiduciary of donor. Upon notice to the Commissioner that any 
person is acting in a fiduciary capacity such fiduciary shall assume the 
powers, rights, duties, and privileges of the donor in respect of a tax 
imposed by this chapter (except as otherwise specifically provided and 
except that the tax shall he collected from the estate of the donor) , until 
notice is given that the fiduciary capacity has terminated. 

(b> Fiduciary of transferee. Upon notice to the Commissioner that 
any person is acting in a fiduciary capacity for a person subject to the 
liability specified in section 1025, the fiduciary shall assume, on behalf 
of such person, the powers, rights, duties, and privileges of such perso* 
under such section (except that the liability shall be collected from the 
estate of such person) , until notice is given that the fiduciary capacity has 
terminated. 

(c) Manner of notic©. Notice under subsection (a) or (b) shall be 
given in accordance with regulations prescribed by the Commissioner with 
the approval of the Secretary. 53 Stat, 15 6. 
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§ 1027. Refunds and credits 

(a) Antiiorizatioii. Where there has been an overpayment of any 
tax imposed by this chapter, the amount of such overpayment shall be 
credited against any gift tax then due from the taxpayer, and any balance 
shall be refunded immediately to the taxpayer. 

(b) limitation on allowance 

( 1 ) Period of limitation. No such credit or refund shall be allowed 
or made after three years from the time the tax was paid, unless before 
the expiration of such period a claim therefor is filed by the taxpayer. 

(2) liimit on amount of credit or refund. The amount of the credit 
or refund shall not exceed the portion of the tax paid during the three 
years immediately preceding the filing of the claim, or if no claim was 
filed, then during the three years immediately preceding the allowance of 
the credit or refund. 

[ (c) Effect of petition to Tax Court.] i If the Commissioner has mailed 
to the taxpayer a notice of deficiency under section 1012(a) and if the 
taxpayer files a petition with The Tax Court of the United States within 
the time prescribed in such subsection, no credit or refund in respect of 
the tax for the calendar year in respect of which the Commissioner has 
determined the deficiency shall be allowed or made and no suit by the 
taxpayer for the recovery of any part of such tax shall be instituted in 
any court except — 

(1) As to overpayments determined by a decision of the Tax Court 
which has become final; and 

(2) As to any amount collected in excess of an amount computed in 
accordance with the decision of the Tax Court which has become final; 
and 

(3) As to any amount collected after the period of limitation upon the 
beginning of distraint or a proceeding in court for collection has expired; 
but in any such claim for credit or refund or in any such suit for refund 
the decision of the Tax Court which has become final, as to whether such 
period has expired before the notice of deficiency was mailed, shall be con- 
clusive. 

[(d) Overpayment found by Tax Court.] i If the Tax Court finds that 
there is no deficiency and further finds that the taxpayer has made an 
overpayment of tax in respect of the taxable year in respect of which the 
Commissioner determined the deficiency, the Tax Court shall have juris- 
diction to determine the amount of such overpayment, and such amount 
shall, when the decision of the Tax Court has become final, be credited 
or refunded to the taxpayer. No such credit or refund shall be made of 
any portion of the tax unless the Tax Court determines as part of its deci- 
sion that such portion was paid within three years before the filing of the 
claim or the mailing of the notice of deficiency, whichever is earlier, or that 
such portion was paid after the mailing of the notice of deficiency. 63 
Stat. 156, amended Oct. 21, 1942, 4:30 p. m., E. W. T., c. 619, Title IV, 
I 467, Title V, § 504(a), (c), 56 Stat. 954, 957. 

iCatcMine supplied by editor in conformance with change of name of Board ot 
Tax Appeals. 


Historical Note 


1942 Amendment. Snbsec. (d), second 
sentence, amended by Act Oct. 21, 1942, 
which substituted *‘or the mailing of the 
notice of deficiency** for ‘*or the filing of 
the petition**. 


Change of Name. Act Oct 21, 1942, } 
504(a), (c), changed the name of the 

Board of Tax Appeals to The Tax Court 
of the United States. For text of said 
subsections see section 1100 of ULC 
1939 and notes thereunder. 
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3Sff6etiT» Bate of lS4a Ajnendment. 
Soctioa 45T of Act Oct. 21, 1942, was made 
applicable only witSi respect to gifts made 
Jji tlie calendar year 1943, and succeeding 
years, by section 451 thereof. 


Text of A3n«ndatorar Bov^no Ac4». 
Complete original text of Revenue Acts 
amending tMs section, 1939 to date, see 
volnmea ^‘Title 2&— Internal Beveane 
Acts”. 


§ lt)2S. Iiaws made applicaMe 

All administrative, special, or stamp provisions of laiv, ^7 

relating to the assessment of taxes, so far as applicable, are hereby extend- 
€d to and made a part of tMs cliapter. 53 Stat. 157. 


§ loaa Rules and relations 

The Commissioner, with the approval Of the Secretary, shall Prescribe 
and publisli all needful rules and regulations for the enforcement of this 
chapter. 53 Stat. 157. 


§ lOSO. Befinitions 

For the purposes of this chapter— 

(a) Calendar year. The term “calendar year” Includes only the cal- 
endar year 1932 and succeeding calendar years, and, in the case of the 
calendar year 1932, includes only the portion of such year after June 6, 
1932. 


(b) Property within the United States. Stock In a domestic corpora- 
tion owned and held by a nonresident not a citizen of the United States 
shall be deemed property situated within the United States. 63 Stat. 16 7, 
amended Oct. 21, 1942, 4:30 p. m., E. W. T., c. 619, Title lY, § 458(a), 


56 Stat. 954. 


Historical Hote 


1942 Amendmefat. Subsec. (b) amend- 
ed by Act Oct. 21, 1942. 

Effective Bate of 1942 Amendment. 
Act Oct 21, 1942, was made effective as of 
Feb. 10, 1939, by section 455(b) thereof. 


Text of Amendatory Rovenne Acts. 
Complete original text of Revenue Actjj 
amending this section, 1939 to date, see 
volumes “Title 26— Internal Revenue 
Acts”. 


§ 1031, Publicity of returns 

For provisions with respect to publicity of returns under tMs chapter, see sub- 
section (a) (2) of section 55. 

53 Stat. 157. 


454 



CHAPTER 5.— THE TAX COURT OF THE 
UNITED STATES 


SUBCHAPTER A. — ORGANIZATION, JURISDICTION 
AND PROCEDURE 

PART I.— ORGANIZATION AND JURISDICTION 


Sec, 

1100. Status. 

1101. Jurisdiction* 

1102. Judges. 

1103. Organization. 

1104. Offices. 

1105. Times and places of meetings, 

1106. Retirement, 

PART II.— PROCEDURE 

1110. Pee for filing petition, 

1111. Rules of practice, procedure, and evidence. 

1112. Burden of proof in fraud cases. 

1113. Service of process. 

1114. Administration of oatlis and procurement of testimony, 

1115. Witness fees. 

1116. Hearings. 

1117. Reports and decisions. 

1118. Provisions of special application to divisions. 

1119. Provisions of special application to transferees, 

1120. Publicity of proceedings. 

1121. Publication of reports. 

PART III.— MISCBLDANEOUS PROVISIONS 

1130. Employees. 

1131. Expenditures. 

1132. Disposition of fees. 

1133. Pee for transcript of record. 

SUBCHAPTER B. — COURT REVIEW OP 
TAX COURT DECISIONS 

1140. Date when Tax Court decision becomes final. 

1141. Courts of review. 

1142. Petition for review. 

1143. Change of Commissioner. 

1144. Cross reference, 

1145. Bond to stay assessment and collection. 

1146. Refund, credit, or abatement of amounts disallowed. 


SUBCHAPTER A— ORGANIZATION, JURISDICTION 
AND PROCEDURE 

PART L— ORGANIZATION AND JURISDICTION 
Historical Note 

Change of Name. Chapter heading 619, Title V, § 504(a), (e),’ 66 <Stat. fiBT, 

changed from Board of Tax Appeals to See section. IlOp of I.B.C.1939 and 

The Tax Court of the United States by thereimder. 

Act Oct. 21, 1942, 4:30 nw E. W, T„ c. * 
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§ 1100- Status 

The Board of Tax Appeals (hereinafter referred to as the “Board *) 
shall be continued as an independent agency in the ExecutlTe Branch of 
the Government. The Board shall be known as The Tax Court of the 
United States and the members thereof shall be known as the chief judge 
and tl>e judges of Tlie Tax Court of the United States. 
amended Oct. 21. 1942. 4:30 p. m., E. W. T., c. 619, Title T, § 504(a) 56 
Stat 957; June 25, 1948, c. 646, § 32(a), 62 Stat. 991; May 24, 1949, 
c. 139, § 127, 63 Stat. 107. 


Historical Note 


1943 AJDaendment. Act Oct. 21, 1942, 
added second sentence. 

Cnan^e of N^aaue, Act June 25, 1948, as 
amended by Act May 24, 1949, substituted 
“chief Judge” in lieu of “presiding Judge’\ 

Section 504(c) of Act Oct. 21, 1942, 
provided as follows; “(c) All references 
in any statute (except this section), or 
in any rule, regulation, or order, to the 
‘Board of Tax Appeals' or to the 'Board' 
when used in the sense of ‘Board of Tax 
Appeals', or to the "member', ‘members', 
or ‘chairman' thereof shall be considered 
to be made to The Tax Court of the Unit- 
ed States, the Judge. Judges, and presid- 
ing judge thereof, respectively.” 

Bffeeliva Bate of 1942 Amendmeiit. Act 
Oct. 21, 1942, was made effective the day- 
after Oct. 21, 1942, 4:30 p. m., E. W. T., 
by section 504 (a) thereof. 

Savings Clause. Section 504(b) of Act 
Oct. 21, 1942, provided as follows: “(b) 
The jurisdiction, powers, and duties of 
The Tax Court of the United States, its 
divisions and its officers and employees, 
and their appointment, including the des- 
ignation of its officers, and the immuni- 
ties, tenure of office, powers, duties, 
rights, and privileges of the presiding 
judge and Judges of The Tax Court of 
the United States shall be the same as 
by existing law provided in the case of 
the Board of Tax Appeals. The Commis- 
sioner shall continue to be represented 
by the same counsel in the same manner 
before the Court as he has heretofore been 


represented In proceedings before the 
Board of Tax Appeals and the taxpayer 
shall continue to be represented in ac- 
cordance with rules of practice prescribed 
by the Court. No qualified person shall 
be denied admission to practice before 
such Court because of his failure to be 
& member of any profession or callmg,” 

Processing Tax Bofunda. Acts Oct, 21, 
1942, c. 619, Title V, $ 510(a), (c), (d), 66 
Stat. 967, elf. Jan. 1, 1943, provided as 
follows : 

“(a) Effective as of the close of busi- 
ness on December 31, 1942, the Board of 
Keview, established under section 906(b) 
of the Revenue Act of 1936, is hereby 
abolished and the jurisdiction vested in 
said Board of Review is hereby trans- 
ferred to and vested in the Board of Tax 
Appeals.” 

“(c) AH proceedings pending in the 
said Board of Review on December 31, 
1942, shall be deemed pending in and be 
tranaferrcfd forthwith to the Board of 
Tax Appeals, and shall be proceeded with 
and disposed of by the Board of Tax 
Appeals as if originally begun therein. 

“(d) All Journals, dockets, books, files, 
records, and property, including office 
equipment of the said Board of Review, 
shall be transferred to the Board ol Tax 
Appeals.” 

Text ol Amendatory Revenue Acts. 
Complete original text of Revenue Acts 
amending this section 1939 to date, 
see volumes “Title 26— Internal Revenue 
Acts”. 


§ 1101. Jurisdiction 

The Tax Court and ita diTisions shall have such Jurisdiction as is con- 
ferred on them by chapters 1, 2, 3, and 4 o£ this title, by Title II and 
Title III of the Bevenue Act of 1926, 44 Stat. 9, or by laws enacted sub- 
sequent to February 26, 1926. 53 Stat. 158, amended Oct. 21, 1942, 

4:30 p. m.. E. W. T.. C. 619, Title V, S 604(a), (c), 66 Stat. 957. 


Histovieal Note 


Change of Kama Act Oct, 21, 1942, 
changed the name of the Board of Tax 
Appeals to The Tax Court of the United 
States. See section IKM) of I.R.C.1939 
and notes thereunder. 


Text of Amendatory Revenue Acts* 

Complete original text of Revenue Acts 
amending this section, 1939 to date, 
see volumes “Title 26—Internal Bevenue 
Acts”. 


§ 1103. Judges 

(a) Number. The Tax Court shall be composed of 16 Judges. 

(b) Appointmeut. Judges of the Tax Court shall be appointed by the 
President, by and with the advice and consent of the Senate, solely on the 
grounds of fitness to perform the duties of the office. 
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(c) Salary. Each jtid^e shall receire salary at the rate of |15,000 
per annum. 

(d) Expenses for travel and subsistence. The judges of the Tax Court 
shall receive necessary traveling expenses, and expenses actually incurred 
for subsistence while traveling on duty and away from their designated 
stations, subject to the same limitations in amount as are now or may 
hereafter be applicable to the United States Customs Court. 

(©) Term of office. The terms of office of the sixteen judges first tak- 
ing office after June 1, 1926, shall expire, as designated by the President 
at the time of nomination, four at the end of the sixth year, four at the 
end of the eighth year, four at the end of the tenth year, and four at the 
end of the twelfth year, after June 2, 1926. The terms of office of all 
successors shall expire twelve years after the expiration of the terms for 
which their predecessors were appointed; but any judge appointed to fill a 
vacancy occurring prior to the expiration of the term for which his prede- 
cessor was appointed shall be appointed only for the unexpired term of his 
predecessor. 

‘ (f) Removal from office. Judges of the Tax Court may be removed 

by the President, after notice and opportunity for public hearing, for in- 
efficiency, neglect of duty, or malfeasance in office, but for no other cause. 

(g) Disbarment of removed Judges. A judge of the Tax Court re- 
moved from office in accordance with subsection (f) shall not be per- 
mitted at any time to practice before the Tax Court. 53 Stat. 159, amend- 
ed Oct. 21, 1942, 4:30 p. m.. E. W. T., c. 619, Title V, § 504(a), (c), 56 
Stat 957; July 31, 1946, c. 704, § 1, 60 Stat 716. 


Historical Hote 


194S Amendjnesnt. Subsec. (c) amended 
by Act July SI, 1946, which increased 
the salaries of the judges from $10,000 
to $15,000 per year. 

Change at Name. Act Oct, 21, 1942, 
changed the name of the Board of Tax 
Appeals to The Tax Court of the United 
States. See section 1100 of I.R.C,1939 
and notes thereunder. 


Text of Amendatory Kevenne Acts. 
Complete original text of Revenue Acts 
amending this section, 1939 to date, 
see volumes “Title 26 — ^Internal Bevenne 
Acts’*. 

XiOgislatire History and Congressional 
Comment: For legislative history and 
purpose of Act Apr. 2, 1948, see 1948 U.S. 
Code Cong. Service, p. 1163. See, also, Act 
July 31, 1946, 1948 U.S. Code Cong.Service, 
p. 1375. 


§ 1103. Organization 

(a) Seal. The Tax Court shall have a seal which shall be judicially 
noticed. 

Cb) Designation of presiding Judge. The Tax Court shall at least 
biennially designate a judge to act as presiding judge. 

(c) Divisions. The presiding judge may from time to time divide 
the Tax Court into divisions of one or more judges, assign the judges of 
the Tax Court thereto, and in case of a division of more than one judge, 
designate the chief thereof. If a division, as a result of a vacancy or the 
absence or inability of a judge assigned thereto to serve thereon, is com- 
posed of less than the number of judges designated for the division, the 
presiding judge may assign other judges to the division or direct the 
division to proceed with the transaction of business without awaiting any 
additional assignment of judges thereto. 

(d) Quorum. A majority of the judges of the Tax Court or of any 
division thereof shall constitute a quorum for the transaction of the 
business of the Tax Court or of the division, respectively, A vacancy in the 
Tax Court or in any division thereof shall not impair the powers nor 
aftect the duties of the Tax Court or division nor of the remaining judges 
of the Tax Court or division, respectively. 53 Stat. 159, amended Oct. 21, 
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1»42. 4:3« p. m.. E. W. T., c. $19. Title V, § 504(a.), (ft). 56 Stat. 967; 
June 25. 1948. c. 646. § 32(a). 62 Stat. 991; May 24. 1949. c. 139. § 127, 
63 Stat. 107. 

Historical Koto 


ChAnre of Kaoncio. Act Oct. 21, 1042, 
changed tlie name of the Board of Tax 
Appeals to The Tax Court of the XJnited 
States. See section 1100 of I.B.C.1939 
and notes thereunder. 


Text of AmendAtory Bevenna Acts. 
Complete original text of Bevenue Acts 
amending this section, 1939 to date, 
see volumes “Title 26 — ^Internal Revenue 
Acts^’. 


§ 1104. Offices 

The principal office of the Tax Court shall be in the District of Co- 
lumbia, but the Tax Court or any of its divisions may sit at any place with- 
in the United States. The Secretary of the Treasury shall provide the Tax 
Court with suitable rooms in courthouses or other buildings when neces- 
sary for hearings by the Tax Court, or any division thereof, outside the 
District of Columbia. 53 Stat. l59, amended Oct. 21, 1942, 4:30 p. m., 
B. W. T., c. 619, Title Y, § 504(a), (c), 56 Stat. 957. 


Historical Hole 


Chauagre of Xame. Act Oct. 21, 1942, 
changed the name of the Board of Tax 
Appeals to The Tax Court of the United 
States. See section 1100 of I.E.C,1939 and 
notes thereunder. 


Text of Amendatory Revenue Acts. 
Complete original text of Beveniie Acts 
amending this section, 1939 to date, 
see volumes “Title 26 — ^Internal Revenue 
Acts’'. 


g 1105. Times and places of meetings 

The times and places of the meetings of the Tax Court and of its divi- 
sions shall be prescribed by the chief judge with a view to securing rea- 
sonable opportunity to taxpayers to appear before the Tax Court or any of 
its divisions, with as little inconvenience and expense to taxpayers as is 
practicable. 63 Stat. 169, amended Oct. 21, 1942, 4:30 p. m., E. "W. T., 
c. 619, Title V, § 504(a), (c), 56 Stat. 957; June 25, 1948, c. 646, § 32 
(a), 62 Stat. 991; May 24, 1949, c. 139, § 127, 63 Stat. 107. 


Historical Hoto 


Change of j^^Alne. Act June 25, 194:8, as 
amended by Act May 24, 1949, substituted 
“chief judge” in lieu of “presiding judge”. 

Act Oct. 21, 1942 changed the name of 
the Board of Tax Appeals to The Tax 
Court of the United States. -See section 


1100 of I.R.C.1939 and notes thereunder. 

Text of Amendatory Revenue Acts. 
Complete original text of Revenue Acts 
amending this section, 1939 to date, 
see volumes “Title 26 — ^Internal Revenue 
Acts”. 


§ 1106. Retirement 

(a) Definitions. For the purposes of this section — 

(1) The term "'Tax Court” means the Tax Court of the United 
States. 

(2) The term "Civil Service Commission” means the United States 
Civil Service Commission. 

(3) The term "judge” means the chief judge or a judge of the 
Tax Court; but such term does not include any individual performing 
judicial duties pursuant to subsection (c). 

(4) The term "Civil Service Retirement Act” means the Civil 

‘ Service Retirement Act of May 29, 1930, as amended. 

(5) In any determination of length of service as judge there shall 
be included all periods (whether or not consecutive) during which 
an individual served as judge or as a member of the Board. 

(b) Retirement. 

(1) Any judge who has served as judge for eighteen years or 
more may retire at any time. 
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(2) Any judge who has. served as judge for ten years or more and 
has attained the age of seventy shall retire not later than the close of 
the third month beginning after whichever of the following months 
is the latest: 

(A) The month in which he attained age seventy; 

(B) The month in which he completed ten '^years of service 
as judge; or 

(C) The month in which this section is enacted. 

Section 2(a) of the Civil Service Retirement Act (relating to auto- 
matic separation from the service) shall not apply in respect to 
judges. 

(c) Recalling of retired judges. Any individual who is receiving re- 
tired pay under subsection (d) may be called upon by the chief judge of 
the Tax Court to perform such judicial duties with the Tax Court as may 
be requested of him for any period or periods specified by the chief judge; 
except that in the case of any such individual — 

(1) the aggregate of such periods in any one calendar year shall 
not (without his consent) exceed ninety calendar days; and 

(2) he shall be relieved of performing such duties during any 
period in which illness or disability precludes the performance of 
such duties. 

Any act, or failure to act, by an individual performing judicial duties 
pursuant to this subsection shall have the same force and effect as if it 
were the act (or failure to act) of a judge of the Tax Court; but any 
such individual shall not be counted as a judge of the Tax Court for the 
purposes of section 1102(a). Any individual who is performing judicial 
duties pursuant to this subsection shall be paid the same allowances for 
travel and other expenses as a judge. 

(d) Retired pay. Any individual who after the date of the enactment 
of this section — 

(1) ceases to be a judge by reason of paragraph (2) of subsection 
(b), or ceases to be a judge after having served as judge for eighteen 
years or more; and 

(2) elects under subsection (e) to receive retired pay under this 
subsection, 

shall receive retired pay at a rate which bears the same ratio to the rate 
of the salary payable to him as judge at the time he ceases to be a judge 
as the number of years he has served as judge bears to twenty-four; 
except that the rate of such retired pay shall be not less than one-half 
of the rate of such salary and not more than the rate of such salary. 
Such retired pay shall begin to accrue on the day following the day on 
which his salary as judge ceases to accrue, and shall continue to accrue 
during the remainder of his life. Retired pay under this subsection shall 
be paid in the same manner as the salary of a judge. In computing the 
rate of the retired pay under this subsection for any individual who is 
entitled thereto, that portion of the aggregate number of years he has 
served as a judge which is a fractional part of one year shall be eliminat- 
ed if it is less than six months, or shall be counted as a full year if it is 
six months or more. 

(e) Election to receive retired pay. Any judge may elect to receive 
retired pay under subsection (d). Such an election — 

(1) may be made only while an individual is a judge (except 
that in the case of an individual who fails to be reappointed as 
judge at the expiration of a term of office, it may be made at any- 
time before the day after the day on wMch Ms successor takes office) ; 

(2) once made, shall be irrevocable; 
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(3) in tlie case of any judge otlier than the chief judge, shall be 
made by filing notice thereof in writing with the chief judge; and 

( 4 ) in the case of the chief judge, shall be made by filing notice 
thereof in writing with the Civil Service Commission. 

The chief Judge shall transmit to the Civil Service Commission a copy of 
each notice filed with Mm under this subsection. 

(f) Individuals receiving retired pay to be available for recall. Any 
individual who has elected to receive retired pay under subsection (d) 
who thereafter — 

(1) accepts civil office or employment under the Government of 
the United States (other than the performance of judicial duties 
pursuant to subsection (c)); or 

(2) performs (or supervises or directs the performance of) legal 
or accounting services in the field of Federal taxation or in the field 
of the renegotiation of Federal contracts for Ms client, his employer, 
or any of Ms employer’s clients, 

shall forfeit all rights to retired pay under subsection (d) for all periods 
beginning on or after the first day on which he accepts such office or em- 
plosnment or engages in any activity described in paragraph (2). Any 
individual who has elected to receive retired pay under subsection (d) 
who thereafter during any calendar year fails to perform judicial duties 
required of him by subsection (c) shall forfeit all rights to retired pay 
under subsection (d) for the one-year period which begins on the first 
4ay on which he so fails to perform such duties. 

(g) Coordination with civil service retirement. 

(1) General rule. Except as otherwise provided in this subsec- 
tion, the provisions of the Civil Service Retirement Act (including 
the provisions relating to the deduction and withholding of amounts 
from basic pay, salary, and compensation) shall apply in respect of 
service as a judge (together with other service as an officer or em- 
ployee to whom such Act applies) as if tMs section had not been 
enacted. 

(2) Effect of electing retired pay. In the case of any individual 
who has filed an election to receive retired pay under subsection (d) 
and who has not filed a waiver under paragraph (3) of this subsec- 
tion — 

(A) he shall not be entitled to any annuity under section 
1, 2, 3A, 6, or 7 of the Civil Service Retirement Act for any 
period beginning on or after the day on which he files such elec- 
tion; 

(B) no amount shall be returned to him under section 7(a) 
of such Act; 

(C) subsections (b) and (c) of section 4 of such Act, and 
subsection (c) of section 12 of such Act, shall apply in respect 
of such individual as if he were retiring or had retired under 
section 1 of such Act on the date on which Ms retired pay under 
subsection (d) of this section began to accrue; except that (i) 
the amount of any annuity payable to a survivor of such in- 
dividual under subsection (b) or (c) of such section 4 or under 
subsection (c) of such section 12 shall be based on a life an- 
nuity for such individual computed as provided in subsection 
(a) of such section 4, and (ii) if such individual makes the 
election provided by subsection (b) or (c) of such section 4, Ms 
retired pay under subsection (d) of this section shall be reduced 
by the amount by which a life annuity computed as provided 
in subsection (a) of such section 4 would be reduced; 
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(D) in computing the “aggregate amount of the annuity 
paid"' for purposes of section 12(g) of such Act, any retired 
pay which has accrued under subsection (d) of this section 
(including any such retired pay forfeited under subsection (f)) 
shall be included as if it were an annuity payable to him under 
such Act; and 

(E) no deduction for the purposes of the civil-seryice retire- 
ment and disability fund shall be made from the retired pay 
payable to him under subsection (d) of this section, or from 
any other salary, pay, or compensation payable to him, for any 
period after the date on which such retired pay began to accrue. 

<S) Waiver of civil service benefits. 

(A) Any individual who has elected to receive retired pay un- 
der subsection (d) of this section may (at any time thereafter 
during the period prescribed by subsection (e) (1) ) waive all 
benefits under the Civil Service Retirement Act. Such a waiver 

(i) once made, shall be irrevocable, and (ii) shall be made in 
the same manner as is provided for an election by such indi- 
vidual under subsection (e). The chief judge shall transmit to 
the Civil Service Commission a copy of each notice of waiver 
filed with him under this paragraph. 

(B) In the case of any individual who has made a waiver 
under this paragraph — 

(i) no annuity shall be payable to any person under the 
Civil Service Retirement Act with respect to any service per- 
formed by such individual (whether performed before or 
after such waiver is filed, and whether performed as judge 
or otherwise) ; 

(ii) no deduction shall be made from any salary, pay, or 
compensation of such individual for the purposes of the 
civil-service retirement and disability fund for any period 
beginning after the day on which such waiver is filed; 

(iii) except as provided In clause (iv), no refund shall 
be made under the Civil Service Retirement Act of any 
amount credited to the account of such individual or of any 
interest on any amount so credited; 

(iv) additional sums voluntarily deposited by such in- 
dividual under the second paragraph of section 10 of the 
Civil Service Retirement Act shall he promptly refunded, 
together with interest on such additional sums at 3 per 
centum per annum (compounded on December 31 of each 
year) to the day of such filing; and 

(v) subsections (e) and (g) of section 12 of the Civil 
Service Retirement Act shall not apply. 

(4) Employees^ compensation. The fourth and sixth paragraphs 
of section 6 of the Civil Service Retirement Act shall apply in respect 
of retired pay accruing under subsection (d) of this section as if such 
retired pay were an annuity payable under such Act. Added Aug. 7, 
1953, c. 352, 67 Stat. 482. 


Historical Note 


References In. Text. Civil Service Re- 
tirement Act, referred to in snbsec. (a) 

(4) and subsec. (g) (1) (3) (A) (B) (i) 
(lii), is classided to chapter 14 of Title 5, 
Executive Departments and Government 
Ofacers and Employees. 

Words “such Act”, referred to in sub- 
sec. (g) (1) (2) (D) (4), rdPer to the Civil 
Service Retirement Act of May 29, 1930. 
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Sections 1, 2, 3 A, 6 and 7 of the Civil 
Service Retirement Act, referred to in 
Bubsec. (g) (2) (A), are classified to sec- 
tions 691, 693-1, 710-714, and 733 of Title 
5; and section ‘*7 (a) of such Act”, re- 
ferred to in the text of subsec. (g) (2) 
(B) of the Act referred to above, is classi- 
fied to section 733(a) of such title. 
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Sectioa *^1 of such Act”, referred to in 
tile text of subsec. (g) (S) (C), is clas- 
sified to section 691 of Title 5. 

Section 2(a) of the Ciril Service Ke- 
tirement Act, referred to in eubsec* (a), 
is classified to section 715(a) of Title 5, 

Section *‘4 of such Act”, “snch section 
4”, and “subsection (a) of such section 
4”, referred to in subsec. (g) (2) (C), are 
classified to sections 698 and (398(a) of 
Title 5. 

Section 6 of the Cfivil Service Retire- 
ment Act, referred to in subsec. (g) (4), 
is classified to sections Tl(i“714 of Title 
5. 

Section 10 of the Civil Service Betire- 
ment Act, referred to in subsec, (g) (fi) 
(B) (iv), is classified to sections 719, 719- 
1, 721 and 722 of Title 5. 


Section “12 of such Act”, “such section 
12”, and “section 12(g) of such Act”, 
referred to in subsec. (g) (2) (C) (B), 
are classified to sections 724 and 724(g) 
of Title 5. 

Subsections “(e) and (g) of section 12 
of the Civil Service Retirement Act”, re- 
ferred to in subsec. (g) (3) (B) (v), are 
classified to sections 724(e) and 724(g) of 
Title 5 

“The month in which this section is 
enacted”, referred to in subsec. (b) (2) 
(C), was August, 1953. 

The “date of the enactment of this 
section”, referred to in subsec. (d), open- 
ing clause, was August 7, 1953. 

I^egislative History: For legislative 
history and purpose of Act Aug. 7, 1953, 
see 1953 U.S.Code Cong, and Adm.News, 
p. 2305. 


PART II,— PROCBDUBB 


§ 1110. Fee for filing petition 

The Tax Court is authorized to impose a fee in an amount not in ex- 
cess of 1 10 to be fixed by the Tax Court for the filing of any petition for 
the re determination of a deficiency. 53 Stat. 160, amended Oct. 21, 1942, 
4:S0 p. m., E. W. T., c. 619, Title V, § 504(a), (c), 56 Stat. 957. 


Historical IToto 


Change of Name. Act Oct. 21, 1942, 
changed the name of the Board of Tax 
Appeals to The Tax Court of the United 
States. See section 1100 of I.B.C.1939 
and notes thereunder. 


Text of Amendatory Revenue Acts. 
Complete original text of Revenue Acts 
amending this section, 1939 to date, see 
volumes “Title 26— Internal Revenue 
Acts”. 


§ 1111. Rules of practice, procedure, and evidence 
The proceedings of the Tax Court and its divisions shall be conducted 
in accordance with such rules of practice and procedure (other than rules 
of evidence) as the Tax Court may prescribe and in accordance with the 
rules of evidence applicable in the courts of the District of Columbia in the 
type of proceedings which prior to September 16, 1938, were within the 
jurisdiction of the courts of equity of said District. 53 Stat. 160, amend- 
ed Oct. 21, 1942, 4:30 p. m., E. W. T., c. 619, Title V, § 504(a), (c), 56 
Stat. 957. 


Historical Note 


Change of Kamo. Act Oct. 21, 1942, 
changed the name of the Board of Tax 
Appeals to The Tax Court of the United 
States. See section 1100 of LR.C.1939 
and notes thereunder. 


Text of Amendatory Revenue Acts. 
Complete original text of Revenue Acts 
amending this section, 1939 to date, see 
volumes “Title 26 — Internal Revenue 
Acts”. 


§ 1112. Burden of proof in fraud cases 

In any proceeding involving the issue whether the petitioner has been 
guilty of fraud with intent to evade tax, the burden of proof in respect of 
such issue shall be upon the Commissioner. 63 Stat. 160. 


§ ms. Service of process 

The mailing by registered mail of any pleading, decision, order, notice, 
or process in respect of proceedings before the Tax Court shall be held suf- 
ficient service of such pleading, decision, order, notice, or process. 5^ 
Stat. 160, amended Oct. 21, 1942, 4:30 p. m., E. W. T., c. 619, Title V, 
§ 604(a), (c), 66 Stat. 957. 
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Historical Note 


Clmn^e of Naano. Act Oct. 21, 1042, 
-dianged the name of the Board of Tax 
Appeals to The Tax Court of the United 
States. See section 1100 of I.R.C.1939 
and notes thereunder. 


Text of Amendatory Kerenne 
Complete original text of Revenue Acts 
amending this section, 1939 to date, 
see volumes “Title 26 — ^Internal Revenue 
Acts”. 


§ 1114. Administration of oaths and procurement of testimony 

(a) In general. Por the efficient administration of the functions vest- 
ed In the Tax Court or any division thereof, any judge of the Tax Court, 
or any employee of the Tax Court designated in writing for the purpose by 
the chief judge, may administer oaths, and any judge of the Tax Court may 
examine witnesses and reauire, by subpoena ordered by the Tax Court or 
any division thereof and signed by the judge, (1) the attendance and tes- 
timony of witnesses, and the production of all necessary returns, books, 
papers, documents, correspondence, and other evidence, from any place 
in the United States at any designated place of hearing, or (2) the taking 
of a deposition before any designated individual competent to administer 
oaths under this title. In the case of a deposition the testimony shall be 
reduced to writing by the individual taking the deposition or under his 
direction and shall then be subscribed by the deponent. 

(b) Commissioners. The chief judge may from time to time by writ- 
ten order designate an attorney from the legal staff of the court to act as 
a commissioner in a particular case. The commissioner so designated 
shall proceed under such rules and regulations as may be promulgated by 
the court. The commissioner shall receive the same travel and subsistence 
Allowances now or hereafter provided by law for commissioners of the 
-Court of Claims. 53 Stat. 160, amended Oct. 21, 1942, 4:30 p. m., E. W. 
T., c. 619, Title V, § 504(a), (c), 56 Stat. 957; Feb. 25, 1944, 12:49 p. m., 
E. W. T., c. 63, Title V, § 503, 58 Stat 72; June 25, 1948, c. 646, §*32(a), 
*62 Stat 991; May 24, 1949, c. 139, § 127, 63 Stat 107. 


Historical Note 


1944 Amendment. Act Feb. 25, 1944, 
amended section by inserting “(a) In 
general.” preceding “For”, and by add- 
ing new subsec. (b). 

Changre al Name. Act June 25, 1948, as 
amended May 24, 1949, substituted “chief 
judge” in lieu of “presiding judge”. 

Act Oct. 21, 1942, changed the name 
-of the Board of Tax Appeals to The Tax 


Court of the United States. See section 
1100 of I.B.C.1939, and notes thereunder. 

Text of Amendatory Revenue Acts. 
Complete original text of Revenue Acts 
amending this section, 1939 to date, see 
volumes “Title 26 — Internal Revenue 
Acts”. 


§ 1115. Witness fees 

(a) Amount. Any witness summoned or whose deposition Is taken 
under section 1114 shall receive the same fees and mileage as witnesses 
In courts of the United States. 

(h) Payment. Such fees and mileage and the expenses of taking any 
-such deposition shall be paid as follows: 

(1) i;|ritnesses for Commissioner. In the case of witnesses for the Com- 
missioner, such payments shall be made by the Secretary out of any mon- 
eys appropriated for the collection of internal-revenue taxes, and may be 
made in advance. 

(2) Other witnesses. In the case of any other witnesses, such pay- 
ments shall be made, subject to rules prescribed by the Tax Court, by the 
party at whose instancy the witness appears or the deposition is taken. 
53 Stat. 160, amended Oct. 21, 1942, 4:30 p. m., E. W. T., c. 619, Title V, 
f 504(a), (c). 66 Stat 957. 
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iSistorical H‘ote 


Cliaii^e of ISTaane. Act Oct. 21, 1&42, 
changed the Game of the Board of Tax 
Appeals to The Tax Court of the United 
States. See section IICK) of I.B..C.19S9 
and notes thereunder. 


Text of Amendatory Bevenne Acts. 
Complete original text of Bevenue Acte 
amending this section, 1939 to date, see 
volumes “Title 25— Internal Revenue 
Acts”. 


§ 1116 . Hearings 

Notice and opportunity to be heard upon any proceeding instituted be- 
fore the Tax Court shall be given to the taxpayer and the Commissioner. 
If an opportunity to be heard upon the proceeding is given before a divi- 
sion of the Tax Court, neither the taxpayer nor the Commissioner shall be 
entitled to notice and opportunity to be heard before the Tax Court upon 
review, except upon a specific order of the chief judge. Hearings before 
the Tax Court and its divisions shall be open to the public, and the testi- 
mony, and, if the Tax Court so reguires, the argument shall be steno- 
graphically reported. The Tax Court is authorized to contract (by renew- 
al of contract or otherwise) for the reporting of such hearings, and in such 
contract to fix the terms and conditions under which transcripts will be 
supplied by the contractor to the Tax Court and to other persons and 
agencies. 5S Stat 160, amended Oct. 21, 1942, 4:30 p. m., E. W. T,, c. 
619, Title y, § 504(a), (c), 56 Stat. 957; June 25. 1948. c. 646. § 32(a)^ 
62 Stat. 991; May 24, 1949, c. 139, § 127, 63 Stat. 107. 


Historical Not© 


Olmiigre oi ISTaatte. Act June 25, 1948, as 
amended by Act May 24, 1949, substituted 
“chief judge” in lieu of “presiding 
judge”. 

Act Oct, 21, 1942, changed the name of 
the Board of Tax Appeals to The Tax 


Court of the TTnited States. See section 
1100 of I.R.C.1939 and notes thereunder. 

Text of Amendatory Bevenue Acts. 
Complete original text of Revenue Acts 
amending this section, 1939 to date, see 
volumes “Title 26 — ^rnternal Revenue 
Acts”. 


§ 1117. Reports and decisions 

Ca) Requirement. A report upon any proceeding Instituted before the- 
Tax Court and a decision thereon shall be made as quickly as practicable. 
The decision shall be made by a judge in accordance with the report of 
the Tax Court, and such decision so made shall, when entered, be the de- 
cision of the Tax Court. 

(b) Inclusioii of findings of fact or opinions in report. It shall be the 
duty of the Tax Court and of each division to include in its report upon any 
proceeding its findings of fact or opinion or memorandum opinion. The 
Tax Court shall report in writing all its findings of fact, opinions and 
memorandum opinions. 

(c> Date of decision. A decision of the Tax Court (except a decision 
dismissing a proceeding for lack of jurisdiction) shall be held to be ren- 
dered upon the date that an order specifying the amount of the deficiency 
is entered in the records of the Tax Court. If the Tax Court dismisses a 
proceeding for reasons other than lack of jurisdiction and is unable from 
the record to determine the amount of the deficiency determined by the 
Commissioner, or if the Tax Court dismisses a proceeding for lack of ju- 
risdiction, an order to that effect shall be entered in the records of the 
Tax Court, and the decision of the Tax Court shall be held to be rendered 
upon the date of such entry. 

(d) Effect of decision dismissing petition. If a petition for a rede- 
termination of a deficiency has been filed by the taxpayer, a decision of* 
the Tax Court dismissing the proceeding shall b© considered as its deci- 
sion that the deficiency is the amount determined by the Commissioner. 
An order specifying such amount shall be entered in the records dt the 
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Tax Court unless the Tax Court can not determine such amount from the 
record in the proceeding, or unless the dismissal is for lack of Jurisdiction. 

(e) Effect of decision that tax is barred by limitation. If the assess- 
ment or collection of any tax is barred by any statute of limitations, the 
decision of the Tax Court to that effect shall be considered as its decision 
that there is no deficiency in respect of such tax. 

(f) Findings of fact as evidence. The findings of the Tax Court made 
in connection with any decision prior to February 26, 1926 shall, notwith- 
standing the enactment of the Revenue Act of 1926, 44 Stat. 9, continue 
to be prima facie evidence of the facts therein stated. 

(g) Proceeding frivolous. Whenever it appears to the Tax Court that 
proceedings before it have been instituted by the taxpayer merely for de- 
lay, damages in an amount not in excess of $500 shall be awarded to the 
United States by the Tax Court in its decision. Damages so awarded shall 
be assessed at the same time as the deficiency and shall be paid upon no- 
tice and demand from the collector, and shall be collected as a part of the 
tax. 

(h) Cross references 

(1) For special provisions relating to reports of divisions, see section lllSL 

(2) For publication of reports, see section 1121. 

53 Stat. 161, amended Oct. 21, 1942, 4:30 p. m., E. W. T., c. 619, Title 
V, § 604(a), (c), 56 Stat. 957. 


Historical Note 


Cliaaige of Name. Act Oct. 21, 1942, 
changed the name of the Board of Tax 
Appeals to The Tax Court of the United 
States. See section 1100 of I.il.C.1939 and 
notes thereunder. 


Text of Amendatory Kovenne Acts. 
Complete original text of Revenue Acts 
amending this section, 1939 to date, see 
volumes “Title 26— Internal Revenue 
Acts”. 


§ 1118. Provisions of special application to divisions 

(a) Hearings, determinations, and rejwrts. A division shall hear, and 
make a determination upon, any proceeding instituted before the Tax 
Court and any motion in connection therewith, assigned to such division 
by the chief judge, and shall make a report of any such determination 
which constitutes its final disposition of the proceeding. 

(b) Effect of action by a division. The report of the division shall be- 
come the report of the Tax Court within 30 days after such report by the 
division, unless within such period the chief judge has directed that such 
report shall be reviewed by the Tax Court. Any preliminary action by a 
division which does not form the basis for the entry of the final decision 
shall not be subject to review by the Tax Court except In accordance with 
such rules as the Tax Court may prescribe. The report of a division shall 
not be a part of the record in any case in which the chief judge directs 
that such report shall be reviewed by the Tax Court. 53 Stat. 161, 
amended Oct. 21, 1942, 4:30 p. m., E. W. T., c. 619, Title V, § 504(a) (c), 
56 Stat. 957; June 25, 1948, c, 646, § 32(a), 62 Stat. 991; May 24, 1949, 
c. 139, § 127, 63 Stat. 107. 


Historical Note 


Cnbiaiisre of Kame. Act June 25, 1948, 
as amended by Act May 24, 1949, substi- 
tuted “chief judge” in lieu of “presiding 
judge”. 

Act Oct. 21, 1942, changed the name of 
the Board of Tax Appeals to The Tax 


Court of the United States. See section 
1100 of I.R.C.1939 and notes thereunder. 

Text of Ameiidatory Berrenue Acts. 
Complete original text of Revenue Acts 
amending this section, 1939 to date, see 
rolumea “Title 26 — Internal Rev^ue 
Acts”. 
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§ 1119. Provisioiis of special application to transferees 

(a) Burden of proof. In proceedings before tbe Tax Court the burden 
of proof shall be upon tbe Commissioner to show that a petitioner is liable 
as a transferee of property of a taxpayer, but not to show that the taxpay- 
er was liable for the tax. 

(b) Evidence. Upon application to the Tax Court, a transferee of 
property of a taxpayer shall be entitled, under rules prescribed by the 
Tax Court, to a preliminary examination of books, papers, documents, 
correspondence and other evidence of the taxpayer or a preceding trans- 
feree of the taxpayer’s property, if the transferee making the application 
is a petitioner before the Tax Court for the re determination of his liability 
in respect of the tax (including interest, penalties, additional amounts, and 
additions to the tax provided by law) imposed upon the taxpayer. Upon 
such application the Tax Court may require by subpoena, ordered by the 
Tax Court or any division thereof and signed by a judge, the production 
of all such books, papers, documents, correspondence, and other evidence 
within the United States the production of which, in the opinion of the 
Tax Court or division thereof, is necessary to enable the transferee to as- 
certain the liability of the taxpayer or preceding transferee and will not 
result in undue hardship to the taxpayer or preceding transferee. Such 
examination shall be had at such time and place as may be designated in 
the subpoena. 53 Stat. 162, amended Oct. 21, 1942. 4:30 p. m., E. W. T., 
c. 619, Title V, § 504(a), (c). 56 Stat. 957. 


Historical Note 


Change of Name. Act Oct. 21, 1912, 
changed the name of the Board of Tax 
Appeals to The Tax Court of the United 
States. See section 1100 of I.E.C.1939 and 
notes thereunder. 


Text of Amendatory Revenme Acts. 
Complete original text of Kevenue Acts 
amending this section, 1939 to date, see 
volumes “Title 26— Internal Eevenue 
Acts”. 


§ 1120. Publicity of proceedings 

All reports of the Tax Court and all evidence received by the Tax Court 
and its divisions, including a transcript of the stenographic report of the 
hearings, shall be public records open to the inspection of the public; 
except that after the decision of the Tax Court in any proceeding has be- 
come final the Tax Court may, upon motion of the taxpayer or the Com- 
missioner, permit the withdrawal by the party entitled thereto of originals 
of books, documents, and records, and of models, diagrams, and other ex- 
hibits, introduced in evidence before the Tax Court or any division; or the 
Tax Court may, on its own motion, make such other disposition thereof as 
is provided by law. 63 Stat. 162, amended Oct. 21, 1942, 4:30 p. m., 
E. W. T., c. 619, Title V, § 504(a), (c), 56 Stat. 957; Oct. 26, 1951, c. 
562, § 4(6), 65 Stat. 640. 


Historical Note 


1961 Amendment, Act Oct. 25, 1951 
amended section by substituting, at end 
thereof, “is provided by law” in lieu of 
“it deems advisable”. 

Obnnge of Name. Act Oct. 21, 1942, 
changed the name of the Board of Tax 
Appeals to The Tax Court of the United 
States. See section 1100 of I,E.C.1939 and 
notes thereunder. 


Text of Amendatory Kevenne Acts. 
Complete original text of Eevenue Acts 
amending this section, 1939 to date, see 
volumes “Title 26 — Internal Eevenue 
Acts”. 

liegislative History: For legislative 
history and purpose of Act Oct, 25, 1951, 
see 1951 U.S.Code Cong.Service, p. 2434. 


§ 1121. Publication of reports 

The Tax Court shall provide for the publication of its reports at the 
Government Printing Office in such form and manner as may be best 
adapted for public information and use, and such authorized publication 
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shall be competent evidence of the reports of the Tax Court therein con- 
tained in all courts of the United States and of the several States without 
any further proof or authentication thereof. Such reports shall be subject 
to sale in the same manner and upon the same terms as other public doc- 
uments. 53 Stat. 162, amended Oct. 21, 1942, 4:30 p. m., B. W. T., c. 
619, Title V, § 504(a), (c), 56 Stat. 957. 


Historical Kote 


Ohansre of Name. Act Oct. 21. 1942, 
changed the name of the Board of Tax 
Appeals to The Tax Court of the United 
States. See section 1100 of I.E..C.1939 and 
notes thereunder. 


Text of Amendatory Revenue Acts. 
Complete original text of Revenue Acts 
amending this section, 1939 to date, see 
volumes “Title 26 — Internal Revenue 
Acts". 


PART III.—MISCEUUANBOUS PROVISIONS 

§ IISO. Employees 

(a) Appointment and compensation. The Tax Court is authorized in 
accordance with the civil service laws to appoint, and in accordance with 
the Classification Act of 1949 to fix the compensation of, such employees 
as may be necessary efficiently to execute the functions vested in the Tax 
Court. 

(b) Expenses for travel and subsistence. The employees of the Tax 

Court shall receive their necessary traveling expenses, and expenses for 
subsistence while traveling on duty and away from their designated sta- 
tions, as provided in the Travel Expense Act of 1949. 63 Stat. 162, 

amended Oct. 21, 1942, 4:30 p. m., E. W. T., c. 619. Title V, § 504(a), 

(c), 56 Stat. 957; June 9, 1949, c. 186, § 9, 63 Stat. 9; Oct. 28, 1949, 
c. 782, Title XI, § 1106(a), 63 Stat. 972. 


Historical Hote 


Bcferences In Text. The civil service 
laws and the Classification Act of 1949, 
referred to in subsec (a), are classified 
to chapters 12 and 21, respectively, of 
Title 5, Executive Departments and Gov- 
ernment Officers and Employees. 

The Travel Expense Act, referred to in 
Bubsec. (b). Is classified to sections 835- 
84S of Title 6, Executive Departments 
and Government Officers and Employees. 

1949 Amendment. Subsec. (a) amended 
by Act Oct. 28, 1949, which substituted 
the “Classification Act of 1949” in lieu 
of the “Classification Act of 1923, 42 Stat. 
1488 (U.S.C., Title 5, § 13) as amended". 


Subsec. (b), amended by Act June 9, 
1949, which substituted the “Travel Ex- 
pense Act of 1949” in lieu of the “Sub- 
sistence Expense Act of 1926* 44 Stat. 688 
(D.S.G., Title 5. c. 16).” 

Change of Nam©. Act Oct. 21, 1942, 
changed the name of the Board of Tax 
Appeals to The Tax Court of the United 
States. See section 1100 of I.R.C.1939 and 
notes thereunder. 

Text of Amendatory Bevenn© Acts. 
Complete original text of Revenue Acts 
amending this section, 1939 to date, see 
volumes “Title 26— Internal Revenue 
Acts”. 


§ llSl. Expenditures 

The Tax Court is authorized to make such expenditures (including ex- 
penditures for personal services and rent at the seat of Government and 
elsewhere, amd for law books, books of reference, and periodicals), as may 
be necessary efficiently to execute the functions vested in the Tax Court. 
All expenditures of the Tax Court shall be allowed and paid, out of any 
moneys appropriated for the purposes of the Tax Court, upon presentation 
of itemized vouchers therefor signed by the chief Judge. 53 Stat. 163, 
amended Oct. 21, 1942, 4:30 p. m., E. W. T., c. 619, Title T, § 504(a), 
(c), 66 Stat. 957; June 25, 1948, c. 646, § 32(a), 62 Stat 991; May 
24 , 1949, c. 139, § 127, 63 Stat. 107. 
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Historical KTot© 


Change of N'afflae. Act June 25, 194^ 
as amended by Act May 24, 1949, substi- 
tuted “cMef jud^e" in lieu of “presiding 
judge**. 

Act Oct 21, 1942, changed the name of 
the Board of Tax Appeals to The Tax 


Court of the United States. See section 
1100 of I.H.C.1939 and notes thereunder. 

Text ot Amendatory Revenue Acts. 
Complete original text of Seven ue Acts 
amending this section, 1939 to date, see 
volumes “Title 26— Internal Bevenue 
Acts’^ 


§ 1132. Disposition of fees 

All fees received by the Tax Court shall be covered into the Treasury 
as miscellaneous receipts. Section 3709 of the Revised Statutes (U.S.O., 
Title 41, § 5) shall not be construed to apply to any purchase or service 
rendered for the Tax Court when the aggregate amount involved does not 
exceed the sum of $25. 53 Stat. 163, amended Oct. 21, 1942, 4:30 p. m., 

E. W. T., c. 619, Title V, § 504(a), (c), 56 Stat. 957. 


Historical Not© 


Change el Name. Act Oct. 21, 1942, 
changed the name of the Board of Tax 
Appeals to The Tax Court of the United 
States. See section IlOO of I.B.C.1939 and 
notes thereunder. 


Text of Amendatory Bevenue Acts. 
Complete original text of Bevenue Acts 
amending this section, 1939 to date, see 
volumes “Title 26 — ^Internal Bevenue 
Acts’'. 


§ 1133. Fee for transcript of record 

The Tax Court is authorized to fix a fee, not in excess of the fee fixed 
by law to be charged and collected therefor by the clerks of the district 
courts, for comparing, or for preparing and comparing, a transcript of the 
record, or for copying any record, entry, or other paper and the compari- 
son and certification thereof. 53 Stat. 163, amended Oct. 21, 1942* 4:30 
p. m., E. W. T., c. 619, Title V, § 504(a), (c), 56 Stat. 957. 


Historical Note 


IThange of Name. Act Oct. 21, 1942, 
changed the name of the Board of Tax 
Appeals to The Tax Court of the United 
States. See section 1100 of I.B.C.1939 and 
notes thereunder. 


Text of Amendatory Revenue Acts. 
Complete original text of Bevenue Acts 
amending this section, 1939 to date, see 
volumes “Title 26 — Internal Bevenue 
Acts’*. 


SUB CHAPTER B.— COURT REVIEW OP TAX 
COURT DECISIONS 


Historical Note 

Change of Name. Subchapter heading c. 619, Title V, § 504(a), (c), 56 

changed from Court Beview of Board Stat, 957. See section 1100 of I.E.C.1939 
Decisions to Court Beview of Tax Court and notes thereunder. 

Decisions by Act Oct. 21, 1942, 4:30 p. m., 

[§ 1140. Date when Tax Court decision becomes final] i 
The decision of the Tax Court shall become final — 

(a) Petition for review not filed on time. Upon the expiration of the 
time allowed for filing a petition for review, if no such petition has been 
duly filed within such time; or 

(1>) Decision affirmed or petition for review dismissed 
(1) Petition for certiorari not filed on time. Upon the expiration of 
the time allowed for filing a petition for certiorari, if the decision of the 
Tax Court has been affirmed or the petition for review dismissed by the 
coun of appeals and no petition for certiorari has been duly filed; or 
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(3) Petition for certiorari denied. Upon the denial of a petition for 
certiorari, if the decision of the Tax Court has been affirmed or the petition 
for review dismissed by the court of appeals; or 

(3) After mandate of Supreme Court. Upon the expiration of 30 days 
from the date of issuance of the mandate of the Supreme Court, if such 
Court directs that the decision of the Tax Court be affirmed or the petition 
for review dismissed. 

(c) Decision modified or reversed 

(1) Upon mandate of Supreme Court. If the Supreme Court directs 
that the decision of the Tax Court be modified or reversed, the decision 
of the Tax Court rendered in accordance with the mandate of the Supreme 
Court shall become final upon the expiration of 30 days from the time it 
was rendered, unless within such 30 days either the Commissioner or the 
taxpayer has instituted proceedings to have such decision corrected to ac- 
cord with the mandate, in which event the decision of the Tax Court shall 
become final when so corrected. 

(2) Upon mandate of the court of appeals. If the decision of the Tax 
Court is modified or reversed by the court of appeals, and if (1) the time 
allowed for filing a petition for certiorari has expired and no such petition 
has been duly filed, or (2) the petition for certiorari has been denied, or 

( 3 ) the decision of the court has been afiSrmed by the Supreme Court, then 
the decision of the Tax Court rendered in accordance with the mandate of 
the court of appeals shall become final on the expiration of 30 days from 
the time such decision of the Tax Court was rendered, unless within such 
30 days either the Commissioner or the taxpayer has instituted proceedings 
to have such decision corrected so that it will accord with the mandate, 
in which event the decision of the Tax Court shall become final when so 
corrected. 

(d) Rehearing. If the Supreme Court orders a rehearing; or if the 
case is remanded by the court of appeals to the Tax Court for a rehearing, 
and if (1) the time allowed for filing a petition for certiorari has expired, 
and no such petition has been duly filed, or (2) the petition for certiorari 
has been denied, or (3) the decision of the court has been affirmed by 
the Supreme Court, then the decision of the Tax Court rendered upon such 
rehearing shall become final in the same manner as though no prior deci- 
sion of the Tax Court had been rendered. 

(e) Definitions. As used in this section— 

(1) Omitted- 

(2) Mandate. The term •'mandate,” in case a mandate has been re- 
called prior to the expiration of 30 days from the date of issuance thereof, 
means the final mandate. 53 Stat. 163, amended Oct. 21, 1942, 4:30 p. m., 
E. W. T., c. 619, Title V, § 504(a), (c), 56 Stat. 957; June 25, 1948, c. 
646, §§ 1, 32(a), 62 Stat. 870, 991; May 24, 1949, c, 139, § 127, 62 Stat. 
107. 

1 Catchline supplied by editor in conformance with change of name of Board of 
Tax Appeals. 


Historical Note 


Co^flcatiLoiu Definition of term “Cir- 
cnit Court of Appeals’^ as including the 
United States Court of Appeals for the 
District of Columbia has been deleted as 
superfinous in view of sections 41 and 
43(a) of Title 28, Judiciary and Judicial 
Procedure, which include the District of 
Columbia within the eleven judicial cir- 
cuits of the United States and provide 
for a court of appeals in each circuit. 

Obange of Kaane. Act June 25, 1948, 
§ 32(a). as amended by Act May 24, 19419, 


substituted “Court of Appeals'^ In lieu 
of “circuit court of appeals/* 

Act Oct. 21, 1942, changed the name of 
the Board of Tax Appeals to The Tax 
Court of the United States. See section 
1100 of I.E,.C.1939 and notes thereunder. 

Tract of Amendatory Xtevenue Acts. 
Complete original text of Eevenue Acts 
amending this section, 1939 to date, see 
volumes “Title 26— Internal Bevenne 
Acts”. 
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§ 1141. CoTurts of review 

(a) Tlie courts of appeals shall have exclusive jurisdiction to review 
the decisions of the Tax Court, except as provided in section 1254 of title- 
28 of the United States Code, in the same manner and to the same extent 
as decisions of the district courts in civil actions tried without a jury; 
and the judgment of any such court shall be final, except that it shall be 
subject to review by the Supreme Court of the United States upon certiO' 
ran, in the manner provided in section 1254 of title 28 of the United 
States Code. 

(b) Venue 

(1) In general. Except as provided in paragraph 2, such decisions 
may be reviewed by the court of appeals for the circuit in vrhich is located 
the collector’s office to which was made the return of the tax in respect of 
which the liability arises or, if no return was made, then by the United, 
States Court of Appeals for the District of Columbia. 

(2) By agreement. Notwithstanding the provisions of paragraph 1, 
such decisions may be reviewed by any court of appeals, or the United 
States Court of Appeals for the District of Columbia, which may he desig- 
nated by the Commissioner and the taxpayer by stipulation in writing. 

(B) Application of suhsectioii. This subsection shall be applicable to 
all decisions of the Tax Court rendered on and after May 10, 1934, and 
section 1002 of the Revenue Act of 1926, 44 Stat. 110, as in force prior 
to May 10, 1934, shall be applicable to such decisions rendered piior tliero-' 
to, except that paragraph 2 of this subsection may be applied to any such- 
decision rendered prior to May 10, 1934. 

(c) Powers 

(1) To alfimi, modify, or reverse. Upon such review, such courts shall 
have power to affirm or, if the decision of the Tax Court is not in accord- 
ance with law, to modify or to reverse the decision of the Tax Court, with^ 
or without remanding the case for a rehearing, as justice may require. 

(2) To make rules. Such courts are authorized to adopt rules for the- 
filing of the petition for review, the preparation of the record for review, 
and the conduct of proceedings upon such review. 

(3) To require additional security. Nothing in section 1145 shall be- 
construed as relieving the petitioner from making or filing such under- 
takings as the court may require as a condition of or in connection with 
the review. 

(4) To impose damages. The court of appeals and the Supreme Court 
shall have power to impose damages in any case where the decision of the- 
Tax Court is affirmed and it appears that the petition was filed merely for 
delay. 53 Stat 164, amended Oct. 21, 1942, 4:30 p. m., B. W. T., c. 619, 
Title V, § 504(a), (c), 56 Stat 957; June 25, 1948, c. 646, §§ 1, 32(a), 
36, 62 Stat 870, 991; May 24, 1949, c. 139, §§ 127, 128, 63 Stat 107. 


Historical Note 


Codification. The words '*or the Unit- 
ed States Court of Appeals for the Dis- 
trict of Columbia’’ in subsection (b) (2) 
following “court of appeals” and “the 
United States Court of Appeals for the 
District of Columbia” in subsection (c) 
(4) following “court of appeals” have 
been deleted as superfluous in view of 
sections 41 and 43(a) of Title 28, Judici- 
ary and Judicial Procedure, which in- 
clude the District of Columbia within 
the eleven judicial circuits of the Unit- 
ed States and provide for a court of ap- 
peals in each circuit. 


1943 Amendment. Subsec. (a) amend- ■ 
ed by Act May 24, 1949, § 128, which sub- 
stituted “court of appeals” in lieu of “cir- 
cuit courts of appeals and the United ' 
States Court of Appeals fox the District 
of Columbia”. 

1948 Amendment. Subsec. (a) amended ' 
by June 25, 1948, § 36, to change refer- 
ences from former Title 28 to sections, 
in Title 28 and to add the clause “in the *• 
same manner and to the same extent, 
as decisions of the district courts in., 
civil actions tried without a jury’*. 
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dumsTO of Name. Act June 25, 1948, 
I 32(a), as amended by Act May 24, 
1949, § 127, substituted in subsecs, (b) 
and (c) “court of appeals’* in lieu of 
“circuit court of appeals”. 

Act Oct. 21, 1942, changed the name of 
the Board of Tax Appeals to The Tax 
■Court of the United States. See section 
1100 of I R C.1939 and notes thereunder, 

EflTective Date off 1948 Amendment. 
Section 38 of Act June 25, 1948, provided 


that the amendment of this section 
should be effective as of Sept. 1, 1948. 

Text of Amendatory Kevenue Acts. 
Complete original text of Revenue Acts 
amending this section, 1939 to date, see 
volumes “Title 26 — Internal Revenue 
Acts”. 

Degrislative History: For legislative 
history and purpose of Act May 24, 1949, 
see 1949 U.SCode Cong.Service, p. 1248. 
See, also, Act June 25* 1948, 1948 U-S. 
Code Cong.Sexvice, p. 773. 


§ 1142. Petition for review 

The decision of the Tax Court rendered after February 26, 1926 (except 
as provided in subdivision (j) of section 283 and in subdivision (h) of 
.section 318 of the Revenue Act of 1926, 44 Stat. 65, 83, relating to hear- 
ings before the Tax Court prior to February 26, 1926) may be reviewed by 
a court of appeals, or the United States Court of Appeals for the District 
of Columbia, as provided in section 1141, if a petition for such review is 
filed by either the Commissioner or the taxpayer within three months 
after the decision is rendered, or, in the case of a decision rendered on or 
before June 6, 19 32, within six months after the decision is rendered. 53 
Stat. 165, amended Oct. 21, 1942, 4:30 p. m., B. W. T., c. 619, Title V, 
§ 504(a), (c), 56 Stat. 957; June 25. 1948, c. 646, § 32(a), 62 Stat 
fiSl; May 24, 1949, c. 139, § 127, 63 Stat. 107. 


Historical Hote 


Change of Name. Act Jnne 25, 1948, 
as amended by Act May 24, 1949, sub- 
stituted “court of appeals” in lieu of 
“circuit court of appeals”. 

Act Oct. 21, 1942, changed the name of 
the Board of Tax Appeals to The Tax 


Court of the United States. See section 
1100 of I.R. C.1939 and notes thereunder. 

Text of Amendatory Revenue Acts. 
Complete original text of Revenue Acts 
amending this section, 1939 to date, see 
volumes “Title 26 — ^Internal Revenue 
Acts”, 


§ 1143. Change of Commissioner 

When the incumbent of the office of Commissioner changes, no substi- 
tution of the name of his successor shall be required in proceedings pend- 
ing after May 10, 1934, before any appellate court reviewing the action of 
the Tax Court. 53 Stat. 165, amended Oct. 21, 1942, 4:30 p. m., B. W. T,, 
*c. 619, Title V, § 504(a), (c), 56 Stat. 957. 


Historical Ho to 


Change of Name. Act Oct. 21, 1942, 
changed the name of the Board of Tax 
Appeals to The Tax Court of the United 
States. See section 1100 of I.R.C.1939 
and notes thereunder. 


Text of Amendatory ftenrenue Acts. 

Complete original text of Revenue Acts 
amending this section, 1939 to date, see 
volumes “Title 26 — ^Internal Revenue 
Acts”. 


§ 1144. Cross reference 

For authority of the Tax Court to fix fees for transcripts of records, see section 
1133. 

53 Stat. 165. amended Oct. 21. 1942, 4:30 p. m., B. W. T., e. 619, Title 
V. § 604(a), (c), 56 Stat. 957. 


Historical Hote 


Change of Name. Act Oct. 21, 1942, 
'Changed the name of the Board of Tax 
Appeals to The Tax Court of the United 
“States. See section 1100 of I.B.C.1939 and 
uiotes thereunder* 


Text of Amendatory Beventie Acts. 
Complete original text of Revenue Acts 
amending this section, 1939 to date, see 
volunxes “Title 26— Internal Revenue 
Acts”* 
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§ 1145. Bond to stay assessment and collection 

NotwitlistaiLdins any provision of law imposing restrictions on tlie as- 
sessment and collection of deficiencies, tlie review under section 1142 
shall not operate as a stay of assessment or collection of any portion of the 
amount of the deficiency determined by the Tax Court unless a petition 
for review in respect of such portion is duly filed by the taxpayer, and 
then only if the taxpayer (1) on or before the time his petition for review 
is filed has filed with the Tax Court a bond in a sum fixed by the Tax Court 
not exceeding double the amount of the portion of the deficiency in respect 
of which the petition for review is filed, and with surety approved by the 
Tax Court, conditioned upon the payment of the deficiency as finally deter- 
mined, together with any interest, additional amounts, or additions to the 
tax provided for by law, or (2) has filed a jeopardy bond under the income 
or estate tax laws. If as a result of a waiver of the restrictions on the 
assessment and collection of a deficiency any part of the amount deter- 
mined by the Tax Court is paid after the filing of the review bond, such 
bond shall, at the request of the taxpayer, be proportionately reduced. 53 
Stat. 165, amended Oct. 21, 1942, 4:30 p. m., E. W. T., c. 619. Title V, 
§ 504(a), (c), 56 Stat. 957. 


Historical Not© 


Changre of Name. Act Oct. 21, 1942, 
changed the name of the Board of Tax 
Appeals to The Tax Court of the United 
States. See section 1100 of I.B.C.1939 and 
notes thereunder. 


Text of Amendatory Revenno Acts, 
Complete original text of Revenue Acts 
amending this section, 1939 to date, see 
volumes “Title 26 — Internal Revenue 
Acts’*. 


§ 1146. Refund, credit, or abatement of amounts disallowed 
In cases where assessment or collection has not been stayed by the filing 
of a bond, then if the amount of the deficiency determined by the Tax 
Court is disallowed in whole or in part by the court, the amount so disal- 
lowed shall be credited or refunded to the taxpayer, without the making 
of claim therefor, or, if collection has not been made, shall be abated. 5 3 
Stat. 165, amended Oct, 21, 1942, 4:30 p. m,, E. W. T., c. 619, Title V, 
§ 504(a), (c), 56 Stat. 957. 


Historical Note 


Ohange of Name. Act Oct. 21, 1942, 
changed the name of the Board of Tax 
Appeals to The Tax Court of the United 
States. See section 1100 of I.B,C.193d and 
notes thereunder. 


Text of Amendatory Revenue Acts. 
Complete original text of Revenue Acts 
amending this section, 1939 to date, see 
volumes “Title 20 — ^Internal Revenue 
A.cts”. 
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C^ap. Sec. 

§. Capital SiO,c:c 1200 

7. Tax OS 1 Transfers to Avoid income Tax 1250 

8. Alaskan Railroads Tax 1300 

9. Employment Taxes 1400 

9A. War Taxes and War Tax Rates 1650 

10. Admissions and Di^cs 1700 

I!. Documents, other Instruments, and Playing Cards 1800 

12. Safe-Deposit Boxes 1850 

13. Circulation other Than of National Banks 1900 

14. Cotton Futures 1920 

15. Tobacco, Snuff, Cigars, and Cigarettes 2000 

16. Oleomargarine, Adulterated Butter, and Process or Renovated 

Butter 2300 

17. Filled Cheese 2350 

f8. Mixed Flour 2380 

19. Retailers’ Excise Taxes 2400 

20. Diesel Fuel 2450 

21. Coconut and other Vegetable Oils 2470 

22. Fish, Animal, and Vegetable Oils 2490 

23. Narcotics 2550 

24. White-Phosphorus Matches 2650 

25. Firearms 2700 

26. Liquor 2800 

27. Occupational Taxes 3200 

27A. Wagering Taxes 3285 

28- Provisions Common to Miscellaneous Taxes 3300 


CHAPTER 6.— CAPITAL STOCK 


Historical Note 

Bepeal of Capital Stock Tax. Eeventte tal stock tax, effective with respect to 

Act of 1945 (Act Nov, 8, 1945, c, 453, Title years ending after June 30, 1945. 

II, I 201, 59 Stat. 674), repealed the capi- 

Historical Note 


§§ 1200-1207. Repealed. Nov. 8, 1945, 6:17 p. m., E. S. T., c. 453, 


tritle n, § 201, 59 Stat. 574 

Effective Bate. Bervenue Act of 1945 
(Act Nov. 8, 1945, 6:17 p.m., E.S.T., c. 
453, Title II, $ 201, 59 Stat 574) repealed 
the capital stock tax, effective with re- 
spect to years ending after June 30, 1945. 

Sections Prior to Bepealt 

'*§ 1200. Tax— (a) Bomestlc corpora- 
tions. 

“For each year ending June 30, begin- 
ning with the year ending June 30, 1939, 
there shall be imposed upon every do- 
mestic corporation with respect to carry- 
ing on or doing business for any part 
of such year an excise tax of $1.25 for 
•each $1,000 of the declared value of its 
capital stock. 


•'(b) Foreign corporations. 

“For each year ending June 30, begin- 
ning with the year ending June 30, 1939, 
there shall be imposed upon every for- 
eign corporation with respect to carry- 
ing on or doing business in the United 
States for any part of such year an ex- 
cise tax equivalent to $1,25 for each $1,000 
of the declared value of capital Mnployed 
in the transaction of its business in the 
United States. 

“(c) Repealed. Sept. 20, 1941, 12:15 p. 
m., E.S.T., c. 412^ Title HI, § SOl(b), 
65 Stat. 70S. 

“53 Stat. 169; June 25, 1940, 11:45 a. 
m,, B.S.T,, c. 419, Title II, | 205, 54 Stat. 
m; Sept 20. 1941, 12:15 p. m.. B.S.T., 
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c. -m, Title ni, f 301(a, b). 55 Stat. 703. 
704; Oct. 21, 1042, 4 '30 p. m., E.T7T, 
c. «19, Title in, § SOlCa), 56 Stat. 939/* 

“I 1201. Exeaxiptions. 

**(&) Tlie taxes i 23 apose<i by section 1200 
sliall not apply— 

«(1> Corporations exempt from incointw 
tax. 

“To any corporation enumerated In 
section lOl; 

“(2) Insurance companies. 

“To any insurance company subject to 
tlie tax imposed by section 201, 204, or 
207. 

**(b) Common trust funds. 

“For exemption of common trust funds 
from the capital stock tax, see section 
100<b) of chapter 1- 

“53 Stat. 169.“ 

**§ 1202. Beclared value— (a) Declara- 
tion of value. 

“The declared value shall be the value 
as declared by the corporation in its 
return for the year (which declaration 
of value cannot be amended). The value 
declared by the corporation in its return 
shall be as of the close of its last income- 
tax taxable year ending with or prior to 
the close of the capital stock tax taxable 
year (or as of the date of organization in 
the case of a corporation having no in- 
come-tax taxable year ending with or 
prior to the close of such declaration 
year). 

Credit for China Trade Act corpo- 
rations. 

“For the purpose of the tax imposed 
by section 1200 there shall be allowed in 
the case of a corporation organi2Gd under 
the China Trade Act, 1922, 42 Stat. S49 
(tr.sa, 1940 ed.. Title 15, ch. 4), as a 
credit against the declared value of its 
capital stock, an amount equal to the 
proportion of such declared value which 
the par value of the shares of stock of 
the corporation, owned on the last day 
of the taxable year by (1) persons resi- 
dent in China, the United States, or pos- 
sessions of the United States, and (2) 
individual citizens of the United States 
or China wherever resident, bears to the 
par value of the whole number of shares 
of stock of the corporation outstanding 
on such date. For the purposes of this 
subsection shares of stock of a corpora- 
tion. shall be considered to be owned by 
the person in whom the equitable right 
to the income from such shares is in 
good faith vested; and as used in this 
subsection the term *China* shall have 
the same meaning as when used in the 
China Trade Act, 1922. 63 Stat 169; 

June 29, 1939, 10 p. m., E.S.T., c. 247, 
Title III, § 301, 53 Stat Sept 20, 

1941, 12:15 p m., E.S.T., c. 412, Title 
II, § 202(1), 55 Stat 701; Oct 21, 1942, 
4:30 p. m., EWT., c. 619, Title III, % 
301(b), 56 Stat 939“ 

“§ 1203. Betums — (a) Bequirement. 

“Every corporation liable for tax un- 
der section 1200 shall make a return un- 
der oath. Such return shall contain 
such information and be made in such 
iB^tauner as the Commissioner with the 


approval of the Secretary may by regu- 
lations prescribe. 

“(b) Time for filing— <1) General rta©. 

“Such return shall be made within one 
month after the close of the year with 
respect to which such tax is imposed, 

“(2) Extension of time. 

“The Commissioner may extend the 
time for making the returns, under such 
rules and regulations as he may prescribe 
with the approval of the Secretary, but 
no such extension shall be for more than 
sixty days. With respect to the year end- 
ing June 30, 1941, the extension may be 
for not more than ninety days. With re- 
spect to the years ended June 30, 1941, 
and June 30, 1942, the extension may be- 
for not more than ninety days. 

“(c) Place for filing. 

“The return shall be made to the col- 
lector for the district in which is located* 
the principal place of business of the- 
corporation, or, if it has no principal 
place of business in the United States,, 
then to the collector at Baltimore, Mary- 
land. 53 Stat. 171; Sept. 20, 1941, 12:15- 
p. m., B.ST., c. 412, Title II, § 301(c), 
55 Stat, 704; Sept. 29, 1942, c. 569, 56- 
Stat. 762; Oct. 21, 1942, 4:30 p m., E.W. 
T., c. G19, Title III, § 301(c), 56 Stat. 940.”- 

“§ 1204. Publicity of returns. 

“Beturns required to be filed for the 
purpose of the tax imposed by section 
1200 shall be open to inspection in the 
same manner, to the same extent, and 
subject to the same provisions of law, in- 
cluding penalties, as returns made under 
chapter 1, except that paragraph (2) of 
subsections (b) and (f) of section 55 shall 
not npply. 53 St&t 171.” 

“§ 1205. Payment of tax-— (a) Time of” 
payment. 

“The tax shall, without assessment by 
the Commissioner or notice from the col- 
lector, be due and payable to the col- 
lector before the expiration of the period 
for filing the return. 

“(b) Extension of time. 

“The Commissioner may extend the 
time for paying the taxes imposed by 
section 1200, under such rules and regu- 
lations as he may prescribe with the ap- 
proval of the Secretary, but no such ex- 
tension shall be for more than sixty 
days. 53 Stat, 171.” 

“§ 1206. Addition to the tax In case of 
delinquency. 

“If the tax is not paid when due, there- 
shali be added as part of the tax interest 
at the rate of 6 per centum per annum 
from the time when the tax became due* 
until paid. 53 Stat. ITl.” 

“g 1207. Other laws appMcable. 

“All provisions of law (including pen- 
alties) applicable in respect of the taxea 
imposed by section ^00 shall, insofar as 
not inconsistent with this chapter, be ap- 
plicable in respect of the taxes imposed* 
by section 1200. 53 Stat. 171.” 

Text of Amendatory Bevenu© Acts, 
Complete original text of Bevenue Acta* 
amending sections 1209-1207, 1939 to date; 
see volumes “Title 26— Internal Bevenue* 
Acts”. 
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CHAPTER 7-— TAX ON TRANSFERS TO AVOID 
INCOME TAX 


Sec. 

1250. Imposition of tax. 

1251. Nontaxable transfers. 

1252. Definition of ‘"foreign trust.§ ** 

1253. Payment and collection. 

1254. Publicity of returns. 

§ 1250. Imposition of tax 

There shall be imposed upon the transfer of stock or securities by a 
citizen or resident of the United States, or by a domestic corporation or 
partnership, or by a trust which is not a foreign trust, to a foreign cor- 
poration as paid-in surplus or as a contribution to capital, or to a foreign 
trust, or to a foreign partnership, an excise tax equal to 27 % per centum 
of the excess of (1) the value of the stock or securities so transferred over 
(2) its adjusted basis in the hands of the transferor as determined under 
section 113 of the Revenue Act of 1932, 47 Stat. 198. 53 Stat. 172, 

amended June 25, 1940, 11:45 a, m., E. S. T., c. 419, Title II, § 208, 64 
Stat. 522; Sept. 20, 1941, 12:15 p. m.. E. S. T.. c. 412, Title I, § 110(b), 
65 Stat. 696. 


Historical Note 


1941 AmeiLdinen.t. Section was former- 
ly composed of two subsections, desig- 
nated “(a)” and “(b)”. Act Sept. 20, 
1941, struck out the heading of subsec. 

(a) , substituted “27^ per centum” for 
'**25 per centum”, and repealed sub sec. 

(b) , which related to defense tax for 
five years. 

1940 Axnendnient. Subsec. (a) created 
•from section as originally enacted and 
heading “(a) General Rule. — was in- 
serted by Act June 25, 1940. 

Subsec. (b) added by Act June 25, 
1940. 


Effective Date. Act Sept. 20* 1941, was 
made applicable only with respect to 
taxable years beginning after Dec. 31, 
1940, by section 118 thereof. 

Treaty Obligations. Section 308 of Act 
Sept 20, 1941, provided as follows: “No 
amendment made by this title [sections 
101-118 of 1941 Act] shall apply in any 
case where its application would be con- 
trary to any treaty obligation of the 
United States.” 

Text of Amendatory Revenue Acts. 
Complete original text of Revenue Acts 
amending this section, 1939 to date, see 
volumes “Title 26 — Internal Revenue 
Acts”. 


8 1251. Nontaxable transfers 

The tax imposed by section 1250 shall not apply — 

(a) if the transferee is an organization exempt from Income tax under 
section 103 of the Revenue Act of 1932; or 

(h) if prior to the transfer it has been established to the satisfaction of 
the Commissioner that such transfer is not in pursuance of a plan having 
as one of its principal purposes the avoidance of Federal income taxes. 53 
Stat. 172. 


§ 1252. Definition of **foreign trust’* 

A trust shall be considered a foreign trust within the meaning of this 
fshapter if, assuming a subsequent sale by the trustee, outside the United 
States and for cash, of the property so transferred, the profit, if any, from 
such sale would not be included in the gross income of the trust under 
TiUe I of the Revenue Act of 1932. 53 Stat. 172. 
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§ 125S. Fayment and coBection 

(a) Tlie tax imposed by section 1250 shall, without assessment or no- 
tice and demand, be due and payable by the transferor at the time of the- 
transfer, and shall be assessed, collected, and paid under regulations pre- 
scribed by the Coramissioner with the approval of the Secretary. 

(b) Under regulations prescribed by the Commissioner with the approv- 
al of the Secretary the tax may be abated, remitted, or refunded if after 
the transfer it has been established to the satisfaction of the Commissioner 
that such transfer was not in pursuance of a plan having as one of its 
principal purposes the avoidance of Federal income taxes. 

(c) All administrative, special, or stamp provisions of law, including 
penalties and including the law relating to the assessment of taxes, so far 
as applicable, shall be extended to and made a part of this chapter. 5 a 
Stat. 172. 

§ 1254. Publicity of returns 

For provisions witb respect to publicity of returns under this chapter, see sub- 
section (a) (2) of section 55. 

53 Stat, 172. 


CHAPTER 8.— ALASKAN RAILROADS TAX 

§§ 1300, 1801. Repealed. June 10, 1952, c. 890, 68 Stat. 133. 
SCistorical 19’ote 


FSfectivo Section 1 of Act June 

10, 1952, c. 390, 66 Stat. 133, provided 
in part that the repeal of these sections 
became effective with respect to taxable 
years ending after June 10, 1952. 

Sections Prior to Bepealj 
1300. Bate of tax 

“There shall be levied and collected, 
for each taxable year beginning after 
December 31, 1933, a tax of one per cen- 
tum on the gross annual income of all 
railroad corporations doing business in 
Alasba, on business done in Alaska. 53 
Stat- 173.'' 

*'§ 1301. Assessment and collection of 
tax 

“The tax imposed by section 1300 shall 
be computed and collected in the manner 


provided In section It ot the act of 
October 3, 1913, c. 16, 38 Stat. 114:, 174. 
The proceeds of such tax when collected 
shall be deposited into the Treasury as 
miscellaneous receipts, and amounts 
equal thereto are (1) authorized to be- 
appropriated annually from the general 
fund of the Treasury, (2) paid to the 
treasurer of Alaska, and (3) made ap- 
plicable to general Territorial purposes. 
If the total of receipts for any fiscal 
year is greater than the amount ap- 
propriated for the payment of such re- 
ceipts to the Alaskan government, such 
excess is authorized to be appropriated* 
for the following fiscal year. 53 Stat. 
173.” 
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SUBCHAPTER A- — ^EMPLOYMENT BY OTHERS THAN 

CARRIERS 

PART I.— TAX ON EMPLOXBEa 

Sec. 

1400. Rate of tax. 

1401- Beduction of tax from wages. 

1402. Non-deductibility of tax from net Income. 

1403. Receipts for employees. 

PART II.— TAX ON EMPLOYERS 

1410. Rate of tax. 

1411. Adjustment of tax. 

1412. Instrumentalities of the United States. 

PART m.— OENERAL PROVISIONS 

1420. Collection and payment of taxes. 

1421. Overpayments and underpayments. 

1422. Erroneous payments. 

1423. Sale of stamps by postmasters. 

1424. Expenditures incurred by the Post Office Department. 

1425. Penalties relating to stamps and other collection devices. 

1426. Definitions. 

1427. Deductions as constructive payments. 

1428. Estimate of revenue reduction. 

1429. Rules and regulations. 

1430. Other laws applicable. 

1431. Effective date of subchapter. 

1432. Short title. 

SUB CHAPTER B. — ^EMPLOYMENT BY CARRIERS 
PART L— TAX ON EMPLOXBlffl 

1500. Rate of tax. 

1501. Deduction of tax from compensation. 

1502. Overpayments and underpayments. 

1503. Non-deducUbility of tax from net income. 

PART IL— TAX ON EMPLOYEE REPRESENTATIVES 

1510. Rate of tax, 

1511. Determination of compensation. 

1512. Non-deductibility of tax from net income. 

PART III.— TAX ON EMPLOYERS 

1520. Rate Of tax. 

1521. Adjustments. 

1522. Overpayments and underpayments. 

PART IV.— GENERAL PROVISIONS 

1530. Collection and payment of taxes. 

1531. Erroneous payments. 

1532. Definitions. 

1534. Court jurisdiction. 

1535. Rules and regulations. 

1536. Other laws applicable. 

1537. Effective date of subchapter. 

1538. Title of subchapter. 
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SUBCHAPTER C. — TAX ON EMPLOYERS OF EIGHT OR MORE 

Sec. 

1600. Rate of tax. 

1601. Credits against tax. 

1602. Conditions of additional credit allowance, 

1603. Approval of State laws. 

1604. Returns. 

1605. Payment of taxes. 

1606. Interstate commerce and Federal instrumentalities. 

1607. Definitions. 

1608. Deductions as constructive payments. 

1609. Rules and regulations. 

1610. Otlier laws applicable. 

1611. Short title. 

SUBCHAPTER D. — COLLECTION OF INCOME TAX AT SOURCE 

ON WAGES 

1621. Definitions. 

1622. Income tax collected at source. 

1623. Liability for tax. 

1624. Return and payment by governmental employer, 

1625. Receipts. 

1626. Penalties. 

1627. Other laws applicable. 

SDBCHAPTER E.— GENERAL PROVISIONS 

1630. Repealed. 

1631. Failure of employer to file return. 

1632. Acts to be performed by agents. 

1633. Receipts for employees. 

1634. Penalties. 

"1635. Period of limitation upon assessment and collection of certain 
employment taxes. 

1636. Period of limitation upon refunds and credits of certain employ- 
ment taxes. 


SUBCHAPTER A. — EMPLOYMENT BY OTHERS THAN CARRIERS 
PART L— TAX ON EMPLOYEES 
Historical Note 


Eflfectlv« Date of Act AOS’. 2S, 1&50 with 
Respect to 1950 Reorgr. Plan No. 26. Sec- 
tion 407 of Act Aug 28, 1950, c. 809, Title 
IV, 64 Stat. 561, provided that: “For the 
purposes of section 1(a) of Reorganiza- 
tion Plan No. 2G of 1950 [set out as a note 
preceding section 1 of I.B C.1939], this 
Act [Act Aug. 28, 1950, c. 809, 64 Stat. 
477] shall be deemed to have been en- 
acted prior to the effective date of such 
plan [July 31, 1950].» 

Social Insurance and Labor Relations 
of Railroad Coal-mining Employees ; 
Retroactive Operation of Act Aug. 13, 
1940, c. 664, 54 Stat. 785, Effect on Pay- 
ments, Rights, etc. 

Sections 4-7 of Act Aug. 13, 1940, with 
regard to the operation and effect of 
■these changes, provided: 


“Sec. 4. (a) The laws hereby expressly 

amended [section 1532 of I. R. C.1939, and 
sections lol, 215, 228a, 261, and 361 of 
Title 45], the Social Security Act, ap- 
proved August 14, 1935 [section 301 et 
seq. of Title 42], and all amendments 
thereto, shall operate as if each amend- 
ment herein contained had been enacted 
as a part of the law it amends, at the 
time of the original enactment of such 
law. 

“(b) No person (as defined In the Car- 
riers Taxing Act of 1937 [section 261 
et seq. of Title 45] ) shall be entitled, by 
reason of the provisions of this Act, 
to a refund of, or relief from liability 
for, any income or excise taxes paid 
or accrued, pursuant to the provisions 
of the Carriers Taxing Act of 1937 [sec- 
tion 261 et seq., of Title 45] or sub- 
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chapter B of chapter 0 of the Internal 
Kevenue Code [section 1500 et seq. of 
I.R.C.19393, prior to the date of the en- 
actment of this Act by reason of em- 
ployment in the service of any carrier 
by railroad subject to part I of the 
Interstate Commerce Act [section 1 et 
seq. of Title 49] » but any individual 
who has been employed in such service 
of any carrier by railroad subject to 
part I of the Interstate Commerce Act 
[section 1 et seq. of Title 49] as la 
excluded by the amendments made by 
this Act from coverage under the Car- 
riers Taxing Act of 1937 [section 261 
et seq. of Title 45] and subchapter B 
of chapter 9 of the Internal Revenue 
Code [section 1500 et seq. of I.R.C.1939], 
and who has paid income taxes under 
the provisions of such Act or subchap- 
ter, and any carrier by railroad subject 
to part I of the Interstate Commerce 
Act [section 1 et seq. of Title 49] which 
has paid excise taxes under the pro- 
visions of the Carriers Taxing Act of 
1937 [section 261 et seq. of Title 45] or 
Bubehapter B of chapter 9 of the In- 
ternal Revenue Code [section 1500 et 
seq. of I,R.C.1939], may, upon making 
proper application therefor to the Bureau 
of Internal Revenue, have the amount of 
taxes so paid applied in reduction of 
such tax liability with respect to em- 
ployment, as may, by reason of the 
amendments made by this Act, accrue 
against them under the provisions of 
title VIII of the Social Security Act 
[former section 1001 et seq. of Title 42] 
or the Federal Insurance Contributions 
Act (subehapter A of chapter 9 of the 
Internal Revenue Code [section 1400 et 
seq. of I.R.C.1939] )- 

**(c) Nothing contained in this Act 
shall operate (1) to affect any annuity, 
pension, or death benefit granted under 
the Railroad Retirement Act of 1935 
[sections 215-228 of Title 45] or the 
Railroad Retirement Act of 1937 [sec- 
tion 228a et seq. of Title 45], prior to 
the date of enactment of this Act, or 
(2) to include any of the services on the 
basis of which any such annuity or 
pension was granted, as employment 
within the meaning of section 210(b) 
of the Social Security Act or section 
209(b) of such Act, as amended [former 
sections 410(b) and 409(b), respectively, 
of Title 42]. In any case in which a 
death benefit alone has been granted, 
the amount of such death benefit at- 
tributable to services, coverage of which 
is affected by this Act, shall he deemed 
to have been paid to the dec^sed under 
section 204 of the Social Security Act 
[former section 404 of Title 42] In ^ect 
prior to January 1, 1940, and deductions 
shall be made from any insurance benefit 
or benefits payable under the Social Se- 
curity Act, as amended [section 301 et 
seq. of Title 42], with respect to wages 
paid to an individual for such services 
until such deductions, total the amount 
of such death benefit attributable to 
such services. 

“(d) Nothing contained in this Act 
shall operate to affect the benefit xighta 


of any individual under the Railroad 
Unemployment Insurance Act [section 
351 et seq. of Title 45} for any day of 
unemployment (as defined in section l(k) 
of such Act [section 351 (k) of Title 45] ) 
occurring prior to the date of enactment 
of this Act. 

“Sec. 5. Any application for payment 
filed with the Railroad Retirement Board 
prior to, or within sixty days after, the 
enactment of this Act shall, under such 
regulations as the Social Security Board 
may prescribe, be deemed to be an ap- 
plication filed with the Social Security 
Board by such individual or by any per- 
son claiming any payment with respect 
to the wages of such individual, under 
any provision of section 202 of the So- 
cial Security Act, as amended [former 
section 402 of Title 42]. 

“Sec. 6. Nothing contained in this Act, 
nor the action of Congress in adopting 
it, shall be taken or considered as affect- 
ing the question of what carriers, com- 
panies, or individuals, other than those 
in this Act specifically provided for, are 
included in or excluded from the provi- 
sions of the various laws to which this 
Act is an amendment. 

“See. 7. (a) Notwithstanding the pro- 

visions of section 1605(b) of the In- 
ternal Revenue CJode, [1939] no interest 
shall, during the period February 1, 1940, 
to the eighty-ninth day after the date of 
enactment of this Act, inclusive, accrue 
by reason of delinquency in the payment 
of the tax imposed by section 1600 with 
respect to services affected by this Act 
performed during the period July 1, 1939, 
to December 31, 1939, inclusive, with re- 
spect to which services amounts have 
been paid as contributions under the 
Railroad Unemployment Insurance Act 
[section 351 et seq. of Title 45] prior to 
the date of enactment of this Act, 

“(b) Notwithstanding the provisions 
of section 1601(a) (3) of the Internal 

Revenue Code, [1939] the credit allow- 
able under section 1601(a) against the 
tax imposed by section 1600 for the cal- 
endar year 1939 shall not he disallowed 
or reduced by reason of the payment into 
a State unemployment fund after January 
31, 1940, of contributions with respect to 
services affected by this Act performed 
during the period July 1, 1939, to De- 
cember 31, 1939, inclusive, with respect 
to which services amounts have been 
paid as contributions under the Rail- 
road Unemployment Insurance Act (sec- 
tion 351 et seq. of Title 45] prior to the 
date of enactment of this Act: Promded, 
That this subsection shall be applicable 
only if the contributions with respect to 
such services are paid into the State un- 
employment fund before the ninetieth day 
after the date of enactment of this Act.” 

Act Aug. 13, 1940, c. 6^, 64 Stat. 785, 
specifically amended section 1532 of I.R.C- 
1939 and sections 151, 213, 228a, 261, and 
351 of Title 45, by redefining the terms 
“employer”, “employee”, and “carrier”. 
In Its report on the bill, the Senate com- 
mittee approved the policy that coal-min- 
ing activities of railroads and their sub- 
sidiaries for the purpose of railroad op-* 
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-erations, ‘^whether conducted directly by 
carriers or by subsidiaries of carriers, 
sbould for purposes of a social “insurance 
program and for purposes of labor rela- 
tions be covered by tbe system of laws 
applicable to coal -mining generally rath- 


er than the system of laws applicable to 
the railroad industry/' The committee 
accordingly recommended the enactment 
of the bill "‘so as to exclude coal -mining 
operations from tbe acts covering the rail- 
road industry.” 


§ 1400. Rate of tass 

In addition to other taxes, there shall be levied, collected, and paid upon 
the income of every individual a tax equal to the following percentages 
of the wages (as defined in section 1426(a)) received by him after De- 
cember 31, 193$, with respect to employment (as defined in section 1426 
(b)) after such date: 


(1) With respect to wages received during the calendar years 1939 to 
1949, both inclusive, the rate shall be 1 per centum. 

(2) With respect to wages received during the calendar years 1950 to 
1952, both inclusive, the rate shall be 1% per centum. 


(3) With respect to wages received during the calendar years 1954 to 
1959, both inclusive, the rate shall be 2 per centum. 


(4) With respect to wages received during the calendar years 1960 to 
1964, both inclusive, the rate shall be 2% per centum. 


(5) With respect to wages received during the calendar years 1965 to 
1969, both inclusive, the rate shall be 3 per centum. 

(6) With respect to wages received after December 31, 1969, the rate 
-Shall be 3 % per centum. 53 Stat. 175, amended Aug. 10, 1939, c. 666, 
Title VI, § 601, 53 Stat. 1381; Oct. 21, 1942, 4:30 p. m., E. W. T., c. 619, 
Title VII, § 701(a), 56 Stat. 981; Dec. 22, 1943, c. 375, § 3(a), 57 Stat. 
607; Feb. 25, 1944, 12:49 p. m., E. W. T., c. 63, Title IX, § 901(a), 58 
Stat. 93: Dec. 16, 1944, c. 600, § 1(a), 58 Stat. 812; Nov. 8, 1945, 5:17 
p. m., B. S. T., c- 453, Title IV, § 401(a), 59 Stat. 576; Aug. 10, 1946, c. 
951, Title I, § 101, 60 Stat. 978; Aug. 6, 1947, c. 510, § 1, 61 Stat. 793; 
Aug. 28, 1950, c. 809, Title II, § 201(a), 64 Stat. 524. 


Historical Kote 


Kefeiences to Social Security Act. Ref- 
erences in I.E.C.1939 to proTJSions of the 
Social >S€cnrity Act* chapter 7 of Title 42, 
The Public Health and Welfare, redesig- 
nated by Act Sept. 1, 1954, c. 1206, 68 Stat. 
1(®2 as deemed to refer to such provisions 
-as so redesignated, see note set out under 
section 3101 of the Internal Revenue Code 
of 1954. 

1950 Axnendinent Act Aug. 28, 1950, 
amended section by Increasing the rate 
of the employer's and employees’ taxes 
as of Jan. 1, 1951. 

1947 Amendment. Clauses (1). (2), and 
(3) amended by Act Ang. 6, 194T, which 
continued the 1 per cent rate through 
1949 in clause (1), reduced rate to 1% per 
cent through 1951 in clause (2), and re- 
duced rate to 2 per cent after Dec, 31, 
1951 in clause (3). 

1946 Amendment. Clauses (1) and (2) 
amended by Act Aug. 10, 1946, which 
continued the 1 per cent, rate through 
1947 and deferred application of the 
"2% per cent, rate until 1948. 

1045 Amendment. Clauses (1) and (2) 
amended by Act Nov. 8, 1945, which con- 
‘tinued the 1 per cent rate through the 
calendar year 1946 and made the 2)^ per 


cent rate applicable to wages rcKieived 
during the calendar years 1947 and 1948. 

1944 Amendments. Act Dec. 16, 1944, 
amended section by freezing the rate 
at 1 per centum for the year 1945, and 
renumbered clauses (l)-(4) ta be clauses 
(l)~(3). 

Clauses (1) and (2) amended by Act 
Peb. 25, 1944, which provided for the 
freezing of the rate at 1 per centum for 
1944. 

1943 Amendment. Clauses (1) and (2) 
amended by Joint Res. Dec. 22* 1943, 
which provided for the freezing of the 
rate of 1 per centum for tiie first two 
months ot 1944, 

1942 Amendment. Clauses (1) and (2) 
amended by Act Oct. 21, 1942, which pro- 
vided for the freezing of the rate of 1 
per centum for 1943. 

1939 Amendment. Act Aug. 10, 1939, 
renumbered clauses (l)-(5) to be clauses 
<l)-(4), substituted “wages received" for 
“employment" in all clauses, and reduc- 
ed rate for years 1940, 1941, and 1942, from 
1% to 1 per cent. 

Short Title. Congress in enactixig 
amendments to this section and section 
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1410 of I.Pw.ClSSO to sections 1104(li) and 
1321 (a) of T-tle 42, and notes to sections 
SOS, 1104, and 1S21 of Title 42, and to 
sections 1066 and 1C67 of the Appendix to 
Title 50, proTided by section 6 of Act 
Ang. 6, 1947, that such amendments and 
notes may be cited as the “Social Security 
Act Amendments of 1947”. 

Deductions. Section 112(b) of Act Sept. 
1, 1954, c. 1206, Title I, 68 Stat. 1085, 
provided that: “No deductions shall be 
made pursuant to section 007 of the So- 
cial Security Act Amendments of 1939 
(53 Stat. 1360, 1402) [set out as a note 
under this section], with respect to wages 
for services performed in 1939, from any 
benefits for any month after August 1954; 
and, effective September 1, 1954, such sec- 
tion is amended by striking out ‘1 per 
centum of any wages paid him for serv- 
ices performed in 1939, and subsequent to 
his attaining age sixty-five, and’.” 

The phrase ‘*and 1 per centum of any 
wages paid him for services which con- 
stitute employment by virtue of sub- 
section (a) of section 409 of Title 42, as 
amended” inserted as an amendment by 
Act Mar. 24, 1943, c. 26, § 1(b) (3), 57 
Stat. 47 to Act Aug. 10, 1939, c. 666, Title 
IX, I 907, 53 Stat. 1402 has expired since 
section 202 of Act July 8, 1946, c. 543, 
Title II, 60 Stat. 501, terminated the 
War Shipping Administration as of Sept. 
1, 1948, and transferred all functions, 
powers, duties, etc. to the United States 
Maritime Commission for the period from 
Sept. 1, 1946, to Dec. 31, 1946, for the pur- 
pose of liquidating the Administration 
and former J 409 was stricken by Act 
Aug. 28, 1950, c. 809, Title I, § 104(a). 64 
Stat. 492, and a new section inserted. 

Act Aug. 10, 1939, c. 666, Title IX, 5 907, 
53 Stat. 1402, as amended by Act Mar. 
24, 1943, e. 26, § 1(b) (3), 57 Stat. 47 
provided: “In addition to any other de- 
ductions made under section 203 of the 
Social Security Act [former section 403 of 


Title 42], as amended, deductioiis shall 
be made from any primary insurance 
benefit or benefits to which an in dividual 
is entitled or from any other insur- 
ance benefit payable with respect to such 
individual’s wages, until such deduc- 
tions total 1 per centum of any wages 
paid him for services performed in 1989, 
and subsequent to his attaining age six- 
ty-five and 1 per centum of any wages 
paid him for services which constit.j.te 
employment by virtue of [former] subsec- 
section (o) of section 409 of Title 42, as 
amended, with respect to which the taxes 
imposed by section 1400 of the Internal 
Itevenue Code [section 1400 of I.R C.1933] 
have not been deducted by his employer 
from his wages or paid by such em- 
ployer.” 

Taxes on Services Bcoidered by Em- 
ployees of International Organizations 
Trior to Jan. 1, 1346. Section 5(b) of 
Act Dec. 29, 1945, c. 652, Title I, 59 Stat. 
671, provided that taxes should not be 
collected on services rendered by em- 
ployees of International Organizations 
prior to Jan. 1, 1946, under former sec- 
tions lOOl-lOn or 1101-1110 of Title 42, 
The Public Health and Welfare, or under 
sections 1400 et seq. and 1600 et seq. of 
I,K.C.1939. 

Text of Amendatory Benrenue Acts. 
Complete original text of Revenue Acta 
amending this section. 1939 to date, see 
volumes “Title 26— Internal Revenue 
Acts”. 

Eej^islative History and Oongressionai 
Conxment: Por legislative history and 
purpose of Act Aug. 28, 1950, see 1950 
U.S.Code Cong. Service, p. 3287. See, also. 
Acts Aug. 6, 1947, 1947 U.S.Code Cong. 
Service, p. 1641; Aug. 10, 1946, 1946 U.S. 
Code Cong.Service, p 1510; Nov. 8, 1945, 
1945 U S.Code Cong.Service, p. 814; Dec. 
16, 1944, 1944 U.S.Code Cong.Service, p. 
1335. 


§ 1401. Deduction of tax from wages 

(a) Requirement. Tlie tax imposed by section 1400 shall be collected 
by the employer of the taxpayer, by deducting the amount of the tax 
from the wages as and when paid. 

(b) Indemnification of employer. Every employer required so to de- 
duct the tax shall be liable for the payment of such tax, and shall be in- 
demnified against the claims and demands of any person for the. amount of 
any such payment made by such employer. 

(c) Adjustments. If more or less than the correct amount of tax im- 
posed by section 1400 is paid with respect to any payment of remunera- 
tion, proper adjustments, with respect both to the tax and the amount to 
be deducted, shall be made, without interest, in such manner and at such 
times as may be prescribed by regulations made under this subchapter. 

(d) Special refunds 

(1) Wages received before 194T. If by reason of an employee render- 
ing service for more than one employer during any calendar year after 
the calendar year 1939, the wages of thb employee with respect to em- 
ployment during such year exceed ISvOOO*, the employee shall be entitled 
to a refund of any amount of tax, with repeat to such wages, imposed by 
section 1400, deducted from such wages and paid to the coEector, irMch 
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exceeds the tax with respect to the first $3,000 of such wages received. 
Refund under this section may he made in accordance with the provisions 
of law applicable in the case of erroneous or illegal collection of the tax; 
except that no such refund shall be made unless (A) the employee makes 
a claim, establishing his right thereto, after the calendar year in which 
the emplo 3 Tnent was performed with respect to which refund of tax is 
claimed, and (B) such claim is made within two years after the calendar 
year in which the wages are received with respect to which refund of tax 
is claimed. No interest shall be allowed or paid with respect to any such 
refund. No refund shall be made under tbis paragraph with respect to 
wages received after December 31, 1946. 

(2) Wages received during 1947, 1948, 1949, and 1950. If by reason 
of an employee receiving wages from more than one employer during the 
calendar year 1947, 1948, 1949, or 1950, the wages received by him dur- 
ing such year exceed $3,000, the employee shall be entitled to a refund 
of any amount of tax, with respect to such wages, imposed by section 1400 
and deducted from the employee’s wages (whether or not paid to the 
collector), which exceeds the tax with respect to the first 1 3,0 00 of such 
wages received. 

(8) Wages received after 1950. If by reason of an employee receiv- 
ing wages from more than one employer during any calendar year after 
the calendar year 1950, the wages received by him during such year 
exceed $3,600, the employee shall be entitled to a refund of any amount 
of tax, with respect to such wages, imposed by section 1400 and deducted 
from the employee’s wages (whether or not paid to the collector) , which 
exceeds the tax with respect to the first $3,600 of such wages received. 
Refund under this section may be made in accordance with the provisions 
of law applicable in the case of erroneous or illegal collection of the tax; 
except that no such refund shall be made unless (A) the employer makes 
a claim, establishing his right thereto, after the calendar year in which 
the wages were received with respect to which refund of tax is claimed, 
and (B) such claim is made within two years after the calendar year in 
which such wages were received or, in the case of any agreement (or modi- 
fication thereof) pursuant to section 218 of the Social Security Act which 
is effective as of a date more than two years prior to the date such agree- 
ment (or modification) was agreed to, within two years after the calendar 
year in which such agreement (or modification) was agreed to by the State 
and the Secretary of Health, Education, and Welfare. No interest shall be 
allowed or paid with respect to any such refund. 

(4) Special rules in the case of federal and state employees. (A) 
Federal Employees. — ^In the case of remuneration received from the 
United States or a wholly owned instrumentality thereof during any 
calendar year after the calendar year 1950, each head of a Federal 
agency or instrumentality who makes a return pursuant to section 1420 (e) 
and each agent, designated by the head of a Federal agency or instru- 
mentality, who makes a return pursuant to such section shall, for the 
purposes of subsection (c) and paragraph (3) of this subsection, be 
deemed a separate employee; and the term ‘Vages” includes, for the 
purposes of paragraph (3) of this subsection, the amount, not to exceed 
$3,600, determined by each such head or agent as constituting wages paid 
to an employee. 

(B) State Employees. — ^For the purposes of paragraph (3) of this 
subsection, in the ease of remuneration received during any calendar year 
after the calendar year 1950, the term “wages” Includes such remunera- 
tion for services covered by an agreement made pursuant to section 218 
of the Social Security Act as would be wages if such services constituted 
employment; the term “employer” Includes a State pr any political sub- 
division thereof, or any instrumentality of any one or more of the fore- 
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going; the term or '‘tax imposed by section 1400'* includes, in the 

case of services covered by an agreement made pursuant to section 218 of 
the Social Security Act, an amount equivalent to the tax which would 
be imposed by section 1400, if such services constituted employment as 
defined in section 1426; and the provisions of paragraph (3) of this 
subsection shall apply whether or not any amount deducted from the 
employee’s remuneration as a result of an agreement made pursuant to 
section 218 of the Social Security Act has been paid to the Secretary of 
the Treasury. 53 Stat. 175, amended Aug. 10, 1939, c. 666, Title VI, 
§ 602, 53 Stat. 1382; Aug. 10, 1946, c. 951, Title IV, § 413, 60 Stat. 990; 
Aug. 28, 1950, c. 809, Title II, § 203 (b, c), 64 Stat. 527 ; Sept. 1, 1954, 
c. 1206, Title 11. § 202(a) (2), 68 Stat. 1090. 


Historical Note 


References in Text. “Section 218 of 
the Social Security Act’* referred to in 
subsecs, (d) (3), (4), is classified to sec- 
tion 418 of Title 42, The Public Health 
and Welfare. 

1054 Amendment. Subsec. (d) (3) 

amended by Act Sept. 1, 1954, to allow a 
special refund in the case of employees 
of a State or political subdivision whose 
soTTices are covered by agreement under 
the Social Security system, if claim for 
such refund is made within two years 
after the end of the calendar year in 
which the agreement was made. 

1050 Amendments. Subsec, (d) (2) 

amended by Act Aug. 2$, 1950, § 203(b), 
to limit its scope to wages received dur- 
ing calendar years 1047-1949. 

Subsecs, (d) (3) and (d) (4) added by 
Act Aug. 28, 1950, § 203 (c). 

1046 Amendment. Subsec (d) amend- 
ed by Act Aug. 10, 1946, so that, be- 
ginning with the calendar year 1947, the 
right of an employee to a refund will 
depend on the wages received by him 
during a calendar year instead of the 


wages received with respect to employ- 
ment during that year. 

1930 Amendment. Subsec. (c) amend- 
ed by Act Aug. 10, 1939, which author- 
ized adjustments without being limited to 
subsequent wage payments to the same 
individual by the same employer, 

Subsec. (d) added by Act Aug. 10, 1939. 

Effective Date of 1054 Amendment. Sec- 
tion 202(d) of Act Sept. 1, 1954. provided 
in part that: “The amendment made by 
subsection (a) (2) [to subsec, (d) (3)] 
shall be effective as if it had been enacted 
as a part of section 203(c) of the Social 
Security Act Amendments of 1950 which 
added section 1401(d) (3) to the Internal 
Revenue Code of 1^9 [subsea (d) (3) 
of this section].” 

Text of Amendatory Rervenne Acts. 
Complete original text of Revenue Acts 
amending this section, 1939 to date, see 
volumes "Title 26 — Internal Revenue 
Acts’*. 

Congressioiml Conmient: For legisla- 
tive history and purpose of Act Aug. 10, 
1946, see 1946 U.S.Code Cong Service, p. 
1510. 


§ 1402. Non-deductibility of tax from net income 
For the purposes of the income tax imposed by chapter 1 or by any 
act of Congress in substitution therefor, the tax imposed by section 1400 
shall not be allowed as a deduction to the taxpayer in computing his net 
income for the year in which such tax is deducted from his wages. 63 
Stat. 175. 


§ 1403. Receipts for employees 

(a) Requirement. Every employer shall furnish to each of his em- 
ployees a written statement or statements, in a form suitable for retention 
by the employee, showing the wages paid by him to the employee before 
January 1, 1951. (For corresponding provisions with respect to wages 
paid after December 31, 1950, see section 1633.) Each statement shall 
cover a calendar year or one, two, three, or four calendar quarters, whether 
or not within the same calendar year, and shall ^how the name of the 
employer, the name of the employee, the period covered by the state- 
ment, the total amount of wages paid within such period, and the amount 
of the tax imposed by section 1400 with respect to such wages. Each 
statement shall be furnished to the employee not later than the last 
day of the second calendar month following the perJLod covered by the 
statement, except that, if the employee leaves the employ of the employei*. 
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tlie final statement shall be fnrnislied on the day on which the last 
payment of wages Is made to the employee. The employer may, at his 
option, furnish snch a statement to any employee at the time of each 
payment of wages to the employee during any calendar quarter, in lieu 
of a statement covering such quarter; and, in such case, the statement 
may show the date of pajment of the wages, in lieu of the period covered 
by the statement. 

(b) Penalty for failure to famish. Any employer who wilfully fails 
to furnish a statement to an employee in the manner, at the time, and 
showing the information, required under subsection (a), shall for each 
such failure be subject to a civil penalty of not more than |5. Added 
Aug. 10, 1939, c. 666, Title VI, § 603, 53 Stat. 1382, amended Aug, 28, 
1950, c. 809, Title 11, § 206(b) (2), 64 Stat. 538, 


Historical I^oto 

I9u0 Amendment. Subsec. (a) amended only with respect to wages paid after 


by Act Aug. 28, 1950, struck out former 
lirst sentence and inserted new provi- 
sions. 

EfTeetive Bat© of 1950 Amendment, 
Amendment of gubsec. (a) as applicable 


Dec. 31. lOaO, see note set out under sec- 
tion 1633 of I.Il.C.1939. 

Text of Amendatory Kevenue Acts. 
Complete original text of Kevenue Acts 
amending this section, 1939 to date, see 
volumes “Title 26 — Internal Eevenue 
Acts’% 


PART II.— TAX ON EMPLOYERS 

§ 1410. Rate of tax 

In addition to other taxes, every employer shall pay an excise tax, 
with respect to having individuals in his employ, equal to the following 
percentages of the wages (as defined in section 1426(a)) paid by him 
after December 31, 1936, with respect to employment (as defined in 
section 1426(b) ) after such date: 

(1) With respect to wages paid during the calendar years 1939 to 
1949, both inclusive, the rate shall be 1 per centum. 

(2) With respect to wages paid during the calendar years 1950 to 1953, 
both inclusive, the rate shall be 1 per centum. 

(3) With respect to wages paid during the calendar years 1954 to 1959, 
both inclusive, the rate shall be 2 per centum. 

(4) With respect to wages paid during the calendar years 1960 to 
19 64, both inclusive, the rate shall be 2 % per centum. 

(5) With respect to wages paid during the calendar years 1965 to 1969, 
both inclusive, the rate shall be 3 per centum. 

(6) With respect to wages paid after December 31, 196 9, the rate shall 
be 314 per centum. 53 Stat. 175, amended Aug. 10, 1939, c. 666, Title 
VI, § 604, 53 Stat. 1383; Oct. 21, 1942, 4:30 p. m., E. W. T., c. 619, Title 
Vir, § 701(b), 56 Stat. 981; Dec. 22, 1943, c. 375, § 3(b), 57 Stat. 607; 
Feb. 25, 1944, 12:49 p. m., E. W. T., c. 63, Title IX, § 901(b), 58 Stat. 
93; Dec. 16, 1944, c. 600, § 1(b), 58 Stat. 813; Nov. 8, 1945, 5:17 p. m., 
E. S. T., c, 453, Title lY, § 4ai(b), 59 Stat. 576; Aug. 10, 1946, c. 951, 
Title I, § 102, 60 Stat. 978; Aug. 6, 1947, c. 510, § 2, 61 Stat, 793; 
Aug. 28, 1950, c. 809, Title 11, § 201 (b) . 64 Stat. 524, 


Historical Note 

1930 Amcaidmeut. Act Aug. 28, 1950, 1947 Amendment. Clauses (1), (2), and 

amended section by increasing the rate (3) amended by Act Aug. 6, 1947, which 
of the employer’s and employees’ taxes continued the 1 per cent rate through 
as of Jan. 1, 1961. 1949 in clause (1), reduced rate to 

484 



OTHERS THAN CARRIERS 


§1411 


per cent throBgli 1951 in clause (2), and 
reduced rate to 2 per cent after Dec. SI, 
1951 in clause (S). 

1940 Amendment. Clauses (1) and (2) 
amended by Act Aug. 10, 1946, which con- 
tinxied the 1 per cent, rate through 1947 
and deferred application of the 2% per 
cent, rate until 1948. 

1945 Amendment. Clauses (1) and (2) 
amended by Act Nov. 8, 1945, which con- 
tinued the 1 per cent rate through the 
calendar year 1946 and made the 2% 
per cent rate applicable to wages paid 
during the calendar years 1947 and 194S. 

1944 Amendments. Act Dec. 16, 1944, 
amended section by freezing the rate at 
1 per centum for the year 1945, and re- 
numbered clauses (l)-(4) to be clauses 

(l)-(3). 

Clauses (1) and (2) amended by Act 
Feb. 25, 1944, which provided for the 
freezing of the rate of 1 per centum for 
1944. 

1943 Amendment. Clauses (1) and (2) 
amended by Joint Res. Dec. 22, 1943, 
which provided for the freezing of the 
rate of 1 per centum for the first two 
months of 1944. 

1942 Amendment. Clauses (1) and (2) 
amended by Act Oct. 21, 1942, which 
provided for the freezing of the rate of 
1 per centum for 1943. 

1939 Amendment. Act Aug. 10, 1939, 
renumbered clauses (l)-(5) to be clauses 
(l)-(4), substituted “wages paid” for 
“employment” in all clauses, and re- 
duced rate for years 1940, 1941, and 1942, 
from 1% to 1 per cent. 

Hurricane Salvage and Repair Work. 
Act Aug. 11, 1939, c. 719, § 2, 53 Stat. 1420, 
provided that services rendered in hur- 
ricane salvage and repair work ren- 
dered prior to Jan. 1, 1940 was not sub- 
ject to taxation under former sections 
1001-1011, and 1101-1110 of Title 42, the 
Public Health and Welfare, or sections 
1400 et seq. and 1600 et seq. of I.R.C. 
1939. 

Successor Corporation Relieved. From 
Taxes. Section 209(e) of Act Aug. 28, 
1950, provided that: 

“If a corporation (hereinafter referred 
to as & pr^ecessor) incorporated under 


the laws of one State is succeeded after 
1945 and before 1951 by another corpo- 
ration (hereinafter referred to as a suc- 
cessor) incorporated under the laws of 
another State, and if immediately upon 
the succession the business of the suc- 
cessor is identical with that of the prede- 
cessor and, except for qualifying shares, 
the proportionate interest of each share- 
holder in the successor is identical with 
his proportionate interest in the prede- 
cessor, and if in connection with the suc- 
cession the predecessor is dissolved or 
merged into the successor, and if the pre- 
decessor and the successor are employers 
under the Federal Insurance Contribu- 
tions Act (sections 1409-1432 of I.R.C. 
1939] and the Federal Unemployment Tax 
Act (sections 1609-1610 of I.R.C.1939] in 
the calendar year in which the succes- 
sion takes place, then — 

“(1) the predecessor and successor cor- 
porations, for purposes only of the ap- 
plication of the $3,000 limitation in the 
definition of wages under such Acts, 
shall be considered as one employer for 
such calendar year, and 

“(2) the successor shall, subject to the 
applicable statutes of limitations, be en- 
titled to a credit or refund, without in- 
terest, of any tax under section 1410 of 
the Federal Insurance Contributions Act 
[section 1410 of I.R.C.19393 or section 
1600 of the Federal Unemployment Tax 
Act [section 1600 of I.R.C.1939] (together 
with any interest or penalty thereon) paid 
with respect to remuneration paid by 
the successor during such calendar year 
which would not have been subject to 
tax under such Acts if the remuneration 
had been paid by the predecessor.” 

Text of Amendatory Revenue Acts. 
Complete original text of Revenue Acts 
amending this section, 1939 to date, see 
volumes “Title 26 — ^Internal Revenue 
Acts”. 

legislative History and Congressional 
Comment: For legislative history and 

purpose of Act Aug. 28, 1950, see I960 
U.S Code Cong. Service, p. 3287. See, also, 
Acts Aug. 6, 1947, 1947 U S Code Cong. 
Service, p. 1641; Aug. 10, 1946, 1946 U.S. 
Code Cong.Service, p. 1510; Nov. 8, 1945, 
1945 U.S.Code Cong.Service, p. 814; Dec. 
16, 1944, 1944 U.S.Code Cong Service, jh 
1335. 


§ 1411. Adjiistmeut of tax 

If more or less than the correct amount of tax imposed by section 1410 
is paid with respect to any payment of remuneration, proper adjustments 
with respect to the tax shall be made, without Interest, in such manner 
and at such times as may be prescribed by regulations made under this 
subchapter. For the purposes of this section, in the case of remuneration 
received from the United States or a wholly owned instrumentality there- 
of during any calendar year after the calendar year 19 50, each head of a 
Federal agency or instrunaentality who makes a return pursuant to sec- 
tion 1420(e) and each agent, designated by the head of a Federal agency 
or instrumentality, who makes a return pursuant to such section shall be 
deemed a separate employer. 53 Stat. 176, amended Aug. 10, 1939, 
c. 666. Title VI, § 605, 53 Stat. 1383; Aug. 23, 1960, c. 809, Title 
§ 202(c), 64 Stat. 625. 
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Historical Note 


19S& Amendineiit- Act Aug. 28, 1950, 
amended section by adding sentence be- 
ginning “For the purposes”. 

1939 Ajoaendment. Act Aug. 10, 1939, 
authorized adjustments without being 
limited to subsequent wage payments 
to the same individual by the same 
employer. 


Effective Date of 1&50 Amendment- 
Amendment of section by Act Aug. 28, 
1950, as applicable only with respect to 
remuneration paid after 1950, see note 
set out under section 1412 of I.B.C.1939. 

Text of Amendatory Revenue Acts. 
Complete original text of Bevenue Acts 
amending this section, 1939 to date, see 
volumes “Title 2(5-~Internal Bevenue 
Acts^’. 


§ 1412. lustminentalities of tlie TTnited States 

Kot withstanding any other provision of law (wtietlier enacted before 
or after the enactment of this section) which grants to any instrumentality 
of the United States an exemption from taxation, such instrumentality 
shall not be exempt from the tax Imposed by section 1410 unless such 
other provision of law grants a specific exemption, by reference to section 
1410, from the tax imposed by such section. Added Aug. 28, 1950, c. 
809. Title 11, § 202(a), 64 Stat. 524. 


Historical Koto 

Effective Date. Section 202(0) of Act 1420(e) should be applicable only with 
Aug. 28, 1^, provided that this section respect to remuneration paid after 1950. 
and amendments to sections 1411 and 


PART III.— GBNEBAL PROVISIONS 

§ 1420. Collection and payment of taxes 

(a) Administration. The taxes imposed by this subchapter shall 
be collected by the Bureau of Internal Revenue under the direction 
of the Secretary and shall be paid into the Treasury of the United States 
as internal-revenue collections. 

(b) Addition to tax in case of delinquency. If the tax is not paid 
when due, there shall be added as part of the tax interest (except 
in the case of adjustments made in accordance with the provisions 
of sections 1401(c) and 1411) at the rate of 6 per centum per annum 
from the date the tax became due until paid. 

(c) Method of collection and payment. Such taxes shall be col- 
lected and paid in such manner, at such times, and under such con- 
ditions, not inconsistent with this subchapter (either by making and 
filing returns, or by stamps, coupons, tickets, books, or other reasonable 
devices or methods necessary or helpful in securing a complete and proper 
collection and payment of the tax or in securing proper identification of 
the taxpayer), as may be prescribed by the Commissioner, with the 
approval of the Secretary. 

(d) Fractioiial parts of a cent. In the payment of any tax under 
this subchapter a fractional part of a cent shall be disregarded unless 
it amounts to one-half cent or more, in which case it shall be increased 
to 1 cent. 

(e) Federal service. In the case of the taxes imposed by this sub- 
chapter with respect to service performed in the employ of the United 
States or in the employ of any instrumentality which is wholly owned by 
the United States, the determination whether an individual has performed 
service which constitutes employment as defined in section 1426, the de- 
termination of the amount of remuneration for such service which con- 
stitutes wages as defined in such section, and the return and payment of 
the taxes imposed by this subchapter, shall be made by the head of the 
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Federal agency or instrumentality having the control of such service, or 
by such agents as such head may designate. The person making such 
return may, for convenience of administration, make payments of the 
tax imposed under section 1410 with respect to such service without 
regard to the $3,600 limitation in section 1426(a) (1), and he shall not 
be required to obtain a refund of the tax paid under section 1410 on that 
part of the remuneration not included in wages by reason of section 1426 
(a) (1). The provisions of this subsection shall be applicable in the 
case of service performed by a civilian employee, not compensated from 
funds appropriated by the Congress, in the Army and Air Force Exchange 
Service, Army and Air Force Motion Picture Service, Navy Exchanges, 
Marine Corps Exchanges, or other activities, conducted by an instrumen- 
tality of the United States subject to the jurisdiction of the Secretary 
of Defense, at installations of the Department of Defense for the comfort, 
pleasure, contentment, and mental and physical improvement of personnel 
of such Department; and for purposes of this subsection the Secretaiy of 
Defense shall be deemed to be the head of such instrumentality. 53 Stat, 
176, amended Aug. 28, 1950, c. 809, Title II, § 202(b), 64 Stat. 524. 


Historical Note 


I960 Amendment. Sub sec. (e) added by 
Act Aug:. 28, 1950. 

Eflfecttve Date of 1950 Amendment. 
Amendment of subsec. (e) of tMs sec- 
tion by Act Aug. 28, as applicable only 
with respect to remuneration paid after 
1950, see note set out under section 1412 
of I.R.C.1939. 


Text of Amendatory Bevenne Acts. 

Complete original text of Revenue Acts 
amending this section, 1939 to date, see 
volumes ‘‘Title 26 — ^Internal Revenue 
Acts’". 

Iieglslative History: For legislative 
history and purpose of Act Aug. 28, 1950, 
see 1950 U.S.Code Cong.Service, p. 3287. 


§ 1421. Overpayments and raiderpayments 

If more or less than the correct amount of tax Imposed by section 1400 
or 1410 is paid or deducted with respect to any wage payment and the 
overpayment or underpayment of tax cannot be adjusted under section 
1401(c) or 1411 the amount of the overpayment shall be refunded and 
the amount of the underpayment shall be collected, in such manner and 
at such times (subject to the statutes of limitations properly applicable 
thereto) as may be prescribed by regulations made under this subchapter. 
63 Stat. 176. 


§ 1422. Erroneous payments 

Any tax paid under this subchapter by a taxpayer with respect to any 
period with respect to which he is not liable to tax under this subchapter 
shall be credited against the tax, if any, imposed by subchapter B upon 
such taxpayer, and the balance, if any, shall be refunded. 53 Stat. 176. 

§ 1423. Sale of stamps by postmasters 

(a) Supply. The Commissioner shall furnish to the Postmaster General 
without prepa 3 nment a suitable quantity of stamps, coupons, tickets, books, 
or other devices prescribed by the Commissioner under section 1420(c) 
for the collection or payment of any tax imposed by this subchapter, to be 
distributed to, and kept on sale by, all post offices of the first and second 
classes, and such post offices of the third and fourth classes as (1) are 
located In county seats, or (2) are certified by the Secretary to the Post- 
master General as necessary to the proper administration of this sub- 
chapter. 

(b) Bond and accounting. The Postmaster General may require each 
such postmaster to furnish bond in such increased amount as he may 
from time to time determine, and each such postmaster shall deposit the 
receipts from the sale of stich stamps, cmupons, tickets, books, or other 
devices, to the credit of, and render accounts to, tholPostmaster General 
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at such times and in siicli form as the Postmaster General may by regula- 
tions prescribe. 

(c) Deposit of receipts.. The Postmaster General shall at least once a 
month transfer to the Treasury as internal-revenue collections all receipts 
so deposited. 53 Stat. 177. 

§ 1424- Expenditures incurred by the Post Ofilc© Department 

The Postmaster General shall at least once a month transfer to the 
Treasury, together with the receipts required to be deposited tinder sec- 
tion 1423, a statement of the additional expenditures In the District of 
Columbia and elsewhere incurred by the Post Oiffice Department in per- 
forming the duties imposed upon said Department by this subchapter, and 
the Secretary shall be authorized and directed to advance from time to 
time to the credit of the Post Office Department from appropriations made 
for the collection of the taxes imposed by this subchapter, such sums as 
may be required for such additional expenditures Incurred by the Post 
Office Department 53 Stat 177* 

§ 1425- Penalties relating to stamps and other collection devices 

(a) Unauthorized use, sale, etc. Whoever buys, sells, offers for sale, 
uses, transfers, takes or gives in exchange, or pledges or gives in pledge, 
except as authorized in this subchapter or In regulations made pursuant 
thereto, any stamp, coupon, ticket, book, or other device, prescribed by 
the Commissioner under section 1420(c) for the collection or payment 
of any tax imposed by this subchapter, shall be fined not more than $1,000 
or imprisoned for not more than six months, or both. 

(b) Counterfeiting, etc. Whoever, with intent to defraud, alters, 
forges, makes, or counterfeits any stamp, coupon, ticket, book, or other 
device prescribed by the Commissioner under section 1420(c) for the 
collection or payment of any tax imposed by this subchapter, or uses, 
sells, lends, or has in his possession any such altered, forged, or counter- 
feited stamp, coupon, ticket, book, or other device, or makes, uses, sells, or 
has in his possession any material in imitation of the material used in the 
manufacture of such stamp, coupon, ticket, book, or other device, shall be 
fined not more than $5,000 or imprisoned not more than five years, or 
both. 53 Stat. 177. 

§ 1428. Definitions 

When used in this subchapter — 

(a) Wages. The term “wages’* means all remuneration for employ- 
ment, including the cash value of all remuneration paid in any medium 
other than cash; except that such term shall not include — 

(1) That part of the remuneration which, after remuneration (other 
than remuneration referred to in the succeeding paragraphs of this sub- 
section) equal to $3,500 with respect to employment has been paid to an 
individual by an employer during any calendar year, is paid to such indi- 
vidual by such employer during such calendar year. If an employer (here- 
inafter referred to as successor employer) during any calendar year ac- 
quires substantially all the property used in a trade or business of an- 
other employer (hereinafter referred to as a predecessor), or used in a 
separate unit of a trade or business of a predecessor, and immediately 
after the acquisition employs in hia trade or business an individual who 
immediately prior to the acquisition was employed in the trade or business 
of such predecessor, then, for the purpose of determining whether the 
successor employer has paid remuneration (other than remuneration 
referred to in the succeeding paragraphs of this subsection) with respect 
to employment equal to $3,600 to such individual during such calendar 
year, any remuneration (other than remuneration referred to In the sue- 
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ceeding paragraphs of this subsection) with respect to employment paid 
(or considered under this paragraph as having been paid) to such indi- 
vidual by such predecessor during such calendar year and prior to such 
acquisition shall be considered as having been paid by such successor em- 
ployer; 

(2) The amount of any payment (including any amount paid by an 
employer for insurance or annuities, or into a fund, to provide for any 
such payment) made to, or on behalf of, an employee or any of his de- 
pendents under a plan or system established by an employer which makes 
provision for his employees generally (or for his employees generally and 
their dependents) or for a class or classes of his employees (or for a class 
or classes of his employees and their dependents), on account of (A) 
retirement, or (B) sickness or accident disability, or (C) medical or hos- 
pitalization expenses in connection with sickness or accident disability, 
or (D) death; 

(3) Any payment made to an employee (including any amount paid by 
an employer for insurance or annuities, or into a fund, to provide for any 
such payment) on account of retirement; 

(4) Any payment on account of sickness or accident disability, or med- 
ical or hospitalization expenses in connection with sickness or accident 
disability, made by an employer to, or on behalf of, an employee after the 
expiration of six calendar months following the last calendar month in 
which the employee worked for such employer; 

(5) Any payment made to, or on behalf of, an employee or his benefi- 
ciary (A) from or to a trust exempt from tax under section 165(a) at the 
time of such payment unless such payment is made to an employee of the 
trust as remuneration for services rendered as such employee and not as 
a beneficiary of the trust, or (B) under or to an annuity plan which, at 
the time of such payment, meets the requirements of section 165(a) (3), 
(4), (5), and (6); 

(6) The payment by an employer (without deduction from the re- 
muneration of the employee) (A) of the tax imposed upon an employee 
under section 1400, or (B) of any payment required from an employee 
under a State unemployment compensation law; 

(7) (A) Remuneration paid in any medium other than cash to an 
employee for service not in the course of the employer's trade or business 
or for domestic service in a private home of the employer; 

(B) Cash remuneration paid by an employer in any calendar quarter 
to an employee for domestic service in a private home of the employer, 
if the cash remuneration paid in the quarter for such service is less than 
$50 or the employee is not regularly employed by the employer in such 
quarter of payment. For the purposes of this subparagraph, an employee 
shall be deemed to be regularly employed by an employer during a calen- 
dar quarter only if (i) on each of some twenty-four days during the quar- 
ter the employee performs for the employer for some portion of the day 
domestic service in a private home of the employer, or (ii) the employee 
was regularly employed (as determined under clause (i) ) by the employer 
in the performance of such service during the preceding calendar quarter. 
As used in this subparagraph, the term ''domestic service in a private 
home of the employer'' does not include service described in subsection 
(h) (5); 

(3) Remuneration paid in any medium other than cash for agricultural 
labor; 

(9) Any payment (other than vacation or sick pay) made to an em- 
ployee after the month in which he attains the age of sixty-five, if he did 
not work for the employer in the period for which such payment is made; 
or 
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(10) Remuneration paid by an employer in any calendar Quarter to 
an employee for service described in subsection (d) (S> (C) (relating to 
home workers), if the cash remuneration paid in such Quarter by the em- 
ployer to the employee for such service is less than |50. 

(b) Employment. The term “employment^' means any service per- 
formed after 1936 and prior to 1951 which was employment for the pur- 
poses of this subchapter under the law applicable to the period in which 
such service was performed, and any service, of whatever nature, per- 
formed after 1950 either (A) by an employee for the person employing 
him, irrespective of the citizenship or residence of either, (i) within the 
United States, or (ii) on or in connection with an American vessel or 
American aircraft under a contract of service which is entered into with- 
in the United States or during the performance of which and while the 
employee is employed on the vessel or aircraft it touches at a port in the 
United States, if the employee is employed on and in connection with such 
vessel or aircraft when outside the United States, or (B) outside the 
United States by a citizen of the United States as an employee for an 
American employer (as defined in subsection (i) of this section) ; except 
that, in the case of service performed after 1950, such term shall net 
Include — 

(1) (A) Agricultural labor (as defined in subsection (h) of this sec- 
tion) performed in any calendar quarter by an employee, unless the cash 
remuneration paid for such labor (other than service described in sub- 
paragraph (B)) is $50 or more and such labor is performed for an em- 
ployer by an individual who is regularly employed by such employer to 
perform such agricultural labor. For the purposes of this subparagraph, 
an individual shall be deemed to be regularly employed by an employer 
during a calendar quarter only if — 

(1) such individual performs agricultural labor (other than service 
described in subparagraph (B)) for such employer on a full-time basis 
on sixty days during such quarter, and 

(11) the quarter was immediately preceded by a qualifying quarter. 
For the purposes of the preceding sentence, the term “qualifying quar- 
ter" means (I) any quarter during all of which such individual was con- 
tinuously employed by such employer, or (II) any subsequent quarter 
which meets the test of clause (i) if, after the last quarter during all of 
which such individual was continuously employed by such employer, each 
intervening quarter met the test of clause (i). Notwithstanding the pre- 
ceding provisions of this subparagraph, an individual shall also be deemed 
to he regularly employed by an employer during a calendar quarter if 
such individual was regularly employed (upon application of clauses (i) 
and (ii) ) by such employer during the preceding calendar quarter. 

(B) Service performed in connection with the production or harvesting 
of any commodity defined as an agricultural commodity in section 15(g) 
of the Agricultural Marketing Act, as amended, or in connection with the 
ginning of cotton; 

(C) Service performed by foreign agricultural workers under contracts 
entered into in accordance with subchapter IV of chapter 35H of Title 7; 

(2) Domestic service performed in a local college club, or local chap- 
ter of a college fraternity or sorority, by a student who is enrolled and is 
regularly attending classes at a school, college, or university; 

(3) Service not in the course of the employer’s trade or business per- 
formed in any calendar quarter by an employee, unless the cash remu- 
neration paid for such service is $50 or more and such service is per- 
formed by an individual who is regularly employed by such employer to 
perform such service. For the purposes of this paragraph, an individual 
shall be deemed to be regularly employed by an employer during a cal- 
endar quarter only if (A) on each of some twenty-four days during such 
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Quarter gucH individual performs for such employer for some portion of 
the day service not in the course of the employer’s trade or business, or 
(B) such individual was regularly employed (as determined under clause 
(A) ) by such employer in the performance of such service during the 
preceding calendar quarter. As used in this paragraph, the term ‘"service 
not in the course of the employer’s trade or business” does not include 
domestic service in a private home of the employer and does not include 
service described in subsection (h) (5) ; 

( 4 ) Service performed by an individual in the employ of his son, daugh- 
ter, or spouse, and service performed by a child under the age of twenty- 
one in the employ of his father or mother; 

(5) Service performed by an individual on or in connection with a 
vessel not an American vessel, or on or in connection with an aircraft not 
an American aircraft, if the individual is employed on and in connection 
with such vessel or aircraft when outside the United States; 

(6) Service performed in the employ of any instrumentality of the 
United States, if such instrumentality is exempt from the tax imposed by 
section 1410 by virtue of any provision of law which specifically refers to 
such section in granting such exemption; 

(7) (A) Service performed in the employ of the United States or in 
the employ of any instrumentality of the United States, if such service is 
covered by a retirement system established by a law of the United States; 

(B1 Service performed in the employ of an instrumentality of the Unit- 
ed States if such an instrumentality was exempt from the tax imposed by 
section 1410 on December 31, 1950, except that the provisions of this sub« 
paragraph shall not be applicable to — 

(i) service performed in the employ of a corporation which is wholly 
owned by the United States; 

(ii) service performed in the employ of a national farm loan associa- 
tion, a production credit association, a Federal Reserve Bank, or a Fed- 
eral Credit Union; 

(iii) service performed in the employ of a State, county, or community 
committee under the Production and Marketing Administration; or 

(iv) service performed by a civilian employee, not compensated from 
funds appropriated by the Congress, in the Army and Air Force Exchange 
Service, Army and Air Force Motion Picture Service, Navy Exchanges, 
Marine Corps Exchanges, or other activities, conducted by an instrumen- 
tality of the United States subject to the jurisdiction of the Secretary of 
Defense, at installations of the Department of Defense for the comfort, 
pleasure, contentment, and mental and physical improvement of personnel 
of such Department; 

(C) Service performed in the employ of the United States or in the 
employ of any instrumentality of the United States, If such service is 
performed — 

(i) as the President or Vice President of the United States or as a 
Member, Delegate, or Resident Commissioner, of or to the Congress; 

(ii) in the legislative branch; 

(iii) in the field service of the Post OflBlce Department unless performed 
by any individual as an employee who is excluded by Executive order from 
the operation of the Civil Service Retirement Act of 1930 because he Is 
serving under a temporary appointment pending final determination of 
eligibility for permanent or indefinite appointment; 

(iv) in or under the Bureau of the Census of the Department of Com- 
merce by temporary employees employed for the taking of any census; 

(v) by any indiy^ual as an employee who is excluded by Executive 
order from the operation of the Civil Service Retirement Act of 19 3 
because he is paid on a contract or fee basis; 
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(Vi) hj any individual as an employee receiving nominal compensation 
of $12 or less per anniim; 

(vii) in a hospital, home, or other institution of the United States by 
a patient or inmate thereof; 

(vili) by any individual as a consular agent appointed under authority 
of section 551 of the Foreign Service Act of 1946 (22 U.S.C.A., sec. 951) ; 

(ix) by any individual as an employee included under section 2 of the 
Act of August 4, 1947 (relating to certain interns, student nurses, and 
other student employees of hospitals of the Federal dovernment; 5 U.S.C., 
sec. 1052); 

(x) by any individual as an employee serving on a temporary basis in 
case of fire, storm, earthquake, fiood, or other similar emergency; 

(xi) by any individual as an employee who is employed under a Federal 
relief program to relieve him from unemployment; 

(zii) as a member of a State, county, or community committee under 
the Production and Marketing Administration or of any other board, coun- 
cil, committee, or other similar body, unless such board, council, commit- 
tee, or other body is composed exclusively of individuals otherwise in the 
full-time employ of the United States; or 

(xiii) by an individual to whom the Civil Service Retirement Act of 
1930 does not apply because such individual is subject to another retire- 
ment system; 

(8) Service (other than service which, under subsection (k), consti- 
tutes covered transportation service) performed in the employ of a State, 
or any political subdivision thereof, or any instrumentality of any one 
or more of the foregoing which is wholly owned by one or more States or 
political subdivisions; 

(9) (A) Service performed by a duly ordained, commissioned, or li- 
censed minister of a church in the exercise of his ministry or by a member 
of a religious order in the exercise of duties required by such order; 

(B) Service performed in the employ of a religious, charitable, educa- 
tional, or other organization exempt from income tax under section 101 
(6), but this subparagraph shall not apply to service performed during 
the period for which a certificate, filed pursuant to subsection (1) , is in 
effect if such service is performed by an employee (i) whose signature 
appears on the list filed by such organization under subsection (Z), or (ii) 
who became an employee of such organization after the calendar quarter 
in which the certificate was filed; 

(10) Service performed by an individual as an employee or employee 
representative as defined in section 1532; 

(11) (A) Service performed in any calendar quarter in the employ 
of any organization exempt from income tax under section 101, if the 
remuneration for such service is less than $50; 

(B) Service performed in the employ of a school, college, or university 
if such service is performed by a student who is enrolled and is regularly 
attending classes at such school, college, or university; 

(12) Service performed in the employ of a foreign government (in- 
cluding service as a consular or other officer or employee or a nondiplo- 
matic representative) ; 

(13) Service performed in the employ of an instrumentality wholly 
owned by a foreign government — 

(A) If the service is of a character similar to that performed in for- 
eign countries by employees of the United States Government or of an 
instrumentality thereof ; and 

(B) If the Secretary of State shall certify to the Secretary of the Treas- 
ury that the foreign government, with respect to whose instrumentality 
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and employees thereof exemption is claimed, grants an equivalent exemp- 
tion with respect to similar service performed in the foreign cotintry by 
employees of the United States Government and of instrumentalities 
thereof; 

(14) Service performed as a student nurse in the employ of a hospital 
or a nurses’ training school by an individual who is enrolled and is regu- 
larly attending classes in a nurses’ training school chartered or approved 
pursuant to State law; and service performed as an interne in the employ 
of a hospital by an individual who has completed a four years’ course in 
a medical school chartered or approved pursuant to State law; 

(15) Service performed by an individual in (or as an officer or member 
of the crew of a vessel while it is engaged in) the catching, taking, har- 
vesting, cultivating, or farming of any kind of fish, shellfish. Crustacea, 
sponges, seaweeds, or other aquatic forms of animal and vegetable life 
(including service performed by any such individual as an ordinary inci- 
dent to any such activity), except (A) service performed in connection 
with the catching or taking of salmon or halibut, for commercial pur- 
poses, and (B) service performed on or in connection with a vessel of 
more than ten net tons (determined in the manner provided for determin- 
ing the register tonnage of merchant vessels under the laws of the United 
States) ; 

(16) (A) Service performed by an individual under the age of eighteen 
in the delivery or distribution of newspapers or shopping news, not in- 
cluding delivery or distribution to any point for subsequent delivery or 
distribution; 

(B) Service performed by an individual in, and at the time of, the sale 
of newspapers or magazines to ultimate consumers, under an arrangement 
under which the newspapers or magazines are to be sold by him at a fixed 
price, his compensation being based on the retention of the excess of such 
price over the amount at which the newspapers or magazines are charged 
to him, whether or not he is guaranteed a minimum amount of compen- 
sation for such service, or is entitled to be credited with the unsold news- 
papers or magazines turned back; or 

(17) Service performed in the employ of an international organization. 

(c) Included and excluded service. If the services performed during 
one-half or more of any pay period by an employee for the person employ- 
ing him constitute employment, all the services of such employee for such 
period shall be deemed to be employment; but if the services performed 
during more than one-half of any such pay period by an employee for the 
person employing him do not constitute employment, then none of the 
services of such employee for such period shall be deemed to be employ- 
ment. As used in this subsection the term “pay period” means a period 
(of not more than thirty-one consecutive days) for which a payment of 
remuneration is ordinarily made to the employee by the person employing 
him. This subsection shall not be applicable with respect to services 
performed In a pay period by an employee for the person employing him, 
where any of such service is excepted by paragraph (10) of subsection (b). 

(d) Employee. The term “employee” means — 

(1) any officer of a corporation; or 

(2) any individual who, under the usual common law rules applicable 
in determining the employer-employee relationship, has the status of an 
employee; or 

(3) any individual (other than an individual who is an employee under 
paragraph (1) or (2) of this subsection) who performs services for re- 
muneration for any person — 

(A) as an agent-driver or commission-driver engaged in distributing 
meat products, vegetable products, fruit products, bakery products* bev- 
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erages (otlier than milk)» or laundry or dry-cleaning services, for his 
principal; 

(B) as a full-time life insurance salesman; 

(C) as a home worker performing work, according to specifications 
furnished by the person for whom the services are performed, on mate- 
rials or goods furnished by such person which are reQulred to be returned 
to such person or a person designated by him, if the performance of such 
services is subject to licensing requirements under the laws of the State 
in which such services are performed; or 

(D) as a traveling or city salesman, other than as an agent-driver or 
commission-driver, engaged upon a full-time basis in the solicitation on 
behalf of, and the transmission to, his principal (except for side-line sales 
activities on behalf of some other person) of orders from wholesalers, 
retailers, contractors, or operators of hotels, restaurants, or other similar 
establishments for merchandise for resale or supplies for use in their 
business operations; 

if the contract of service contemplates that substantially all of such serv- 
ices are to be performed personally by such individual; except that an 
individual shall not be included in the term ^'employee” under the provi- 
sions of this paragraph if such individual has a substantial investment in 
facilities used in connection with the performance of such services (other 
than in facilities for transportation), or if the services are in the nature 
of a single transaction not part of a continuing relationship with the per- 
son for whom the services are performed, 

(e) State, etc* (1) The term "State" includes Alaska, Hawaii, the 
District of (Columbia, and the Virgin Islands; and on and after the effec- 
tive date specified in section 3810 such term includes Puerto Rico. 

(2) TTnited States. The term "United States" when used in a geo- 
graphical sense includes the Virgin Islands; and on and after the effective 
date specified in section 3810 such term includes Puerto Rico. 

(3) Citizen, An individual who is a citizen of Puerto Rico (but not 
otherwise a citizen of the United States) and who is not a resident of the 
United States shall not be considered, for the purposes of this section, as 
a citizen of the United States prior to the effective date specified in section 
3810, 

(f) Person. The term "person" means an individual, a trust or 
estate, a partnership, or a corporation. 

(g) American vessel and aircraft. The term "American vessel" means 
any vessel documented or numbered under the laws of the United States; 
and includes any vessel which is neither documented or numbered under 
the laws of the United States nor documented under the laws of any for- 
eign country, if its crew is employed solely hy one or more citizens or resi- 
dents of the United States or corporations organized under the laws of 
the United States or of any State; and the term "American aircraft" 
means an aircraft registered under the laws of the United States, 

(h) Agricultural labor. The term "agricultural labor** includes all 
service performed — - 

(1) On a farm, in the employ of any person. In connection with culti- 
vating the soil, or in connection with raising or harvesting any agricultural 
or horticultural commodity, including the raising, shearing, feeding, 
caring for, training, and management of livestock, bees, poultry, and fur- 
hearing animals and wildlife, 

(2) In the employ of the owner or tenant or other operator of a farm, 
in connection with the operation, management, conservation, improve- 
ment, or maintenance of such farm and Its tools arid equipment, or in 
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salvaging timber or clearing land of brusb and atber debris left by a 
hurricane, if the major part of such service is performed on a farm. 

( 3 ) In connection with the production or harvesting of any commodity 
defined as an agricultural commodity in section 15(g) of the Agricultural 
Marketing Act, as amended, or in connection with the ginning of cotton, 
or in connection with the operation or maintenance of ditches, canals, 
reservoirs, or waterways, not owned or operated for profit, used exclusive- 
ly for supplying and storing water for farming purposes. 

(4) (A) In the employ of the operator of a farm in handling, planting, 
drying, packing, packaging, processing, freezing, grading, storing, or de- 
livering to storage or to market, or to a carrier for transportation to 
market, in its unmanufactured state, any agricultural or horticultural 
commodity; but only if such operator produced more than one-half of the 
commodity with respect to which such service is performed. 

(B) In the employ of a group of operators of farms (other than a co- 
operative organization) in the performance of service described in sub- 
paragraph (A) , but only if such operators produced all of the commodity 
with respect to which such service is performed. For the purposes of 
this subparagraph, any unincorporated group of operators shall be deemed 
a cooperative organization if the number of operators comprising such 
group is more than twenty at any time during the calendar quarter in 
which such service is performed. 

(C) The provisions of subparagraphs (A) and (B) shall not be deemed 
to be applicable with respect to service performed in connection with com- 
mercial canning or co mm ercial freezing or in connection with any agricul- 
tural or horticultural commodity after its delivery to a terminal market 
for distribution for consumption. 

(5) On a farm operated for profit If such service is not In the course 
of the employer's trade or business or is domestic service in a private home 
of the employer. 

As used in this section, the term ''farm'* Includes stock, dairy, poultry, 
fruit, fur-bearing animal, and truck farms, plantations, ranches, nurseries, 
ranges, greenhouses or other similar structures used primarily for the 
raising of agricultural or horticultural commodities, and orchards. 

(i) American employer. The term "American employer'* means an 
employer which is (1) the United States or any instrumentality thereof, 
(2) an individual who is a resident of the United States, (3) a part- 
nership, if two-thirds or more of the partners are residents of the United 
States, (4) a trust, if all of the trustees are residents of the United States, 
or (5) a corporation organized under the laws of the United States or of 
any State. 

(J) Computation of wages in cei*tain cases. For purposes of this sub- 
chapter, in the case of domestic service described in subsection (a) (7) 
(B), any payment of cash remuneration for such service which is more or 
less than a whole-dollar amount shall, under such conditions and to such 
extent as may be prescribed by regulations made under this subchapter, 
be computed to the nearest dollar. For the purpose of the computation 
to the nearest dollar, the payment of a fractional part of a dollar shall be 
disregarded unless it amounts to one-half dollar or more, in which case it 
shall be increased to $1. The amount of any payment of cash remunera- 
tion so computed to the nearest dollar shall, in lieu of the amount actUr- 
ally paid, be deemed to constitute the amount of cash remuneration for 
purposes of subsection (a) (7) (B)^ 

(k) Covered transportation service. 

(l) Bxisttiig transportation systems — General mle- Except as provided 
In paragraph (2) , all servijce performed in the employ of a State or politi- 
cal subdivision in connec^on with its operaSon of a public transportation 
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system sliall constitute covered transportation service if any part of tlie 
transportation system was acquired from private ownership after 1936 
and prior to 1951. 

(S) Existing transportation systems. Cases in which no transportation 
employees, or only certain employees, are covered- — Service performed in 
the employ of a State or political subdivision in connection with the oper- 
ation of its public transportation system shall not constitute covered trans- 
portation service if— 

(A) any part of the transportation system was acduired from private 
ownership after 1936 and prior to 1951, and substantially ail service in 
connection with the operation of the transportation system is, on Decem- 
ber 31, 1950, covered under a general retirement system providing bene- 
fits which, by reason of a provision of the State constitution dealing spe- 
cifically with retirement systems of the State or political subdivisions 
thereof, cannot be'diminished or impaired; or 

(B) no part of the transportation system operated by the State or po- 
litical subdivision on December 31, 1950, was acquired from private own- 
ership after 193 6 and prior to 1951; except that if such State or political 
subdivision makes an acquisition after 1950 from private ownership of any 
part of its transportation system, then, in the case of any employee who — 

(C) became an employee of such State or political subdivision in con- 
nection with and at the time of its acquisition after 1950 of such part, and 

(D) prior to such acquisition rendered service in employment (includ- 
ing as employment service covered by an agreement under section 218 of 
the Social Security Act) in connection with the operation of such part of 
the transportation system acquired by the State or political subdivision, 
the service of such employee in connection with the operation of the 
transportation system shall constitute covered transportation service, 
commencing with the first day of the third calendar quarter following the 
calendar quarter in which the acquisition of such part took place, unless 
on such first day such service of such employee is covered by a general 
retirement system which does not, with respect to such employee, con- 
tain special provisions applicable only to employees described in subpara- 
graph (C). 

(3) Transportation systems acquired after 1950. All service performed 
In the employ of a State or political subdivision thereof in connection with 
its operation of a public transportation system shall constitute covered 
transportation service if the transportation system was not operated by 
the State or political subdivision prior to 1951 and, at the time of its first 
acquisition (after 1950) from private ownership of any part of its trans- 
portation system, the State or political subdivision did not have a general 
retirement system covering substantially all service performed in con- 
nection with the operation of the transportation system. 

(4) Definitions. For the purposes of this subsection — 

(A) The term ^'general retirement system*' means any pension, annui- 
ty, retirement, or similar fund or system established by a State or by a 
political subd^-' ’ ion thereof for employees of the State, political subdivi- 
sion, or both; out such term shall not include such a fund or system 
which covers only service performed in positions connected with the 
operation of its public transportation system. 

(B) A transportation system or a part thereof shall be considered to 
have been acquired by a State or political subdivision from private own- 
ership if prior to the acquisition service performed by employees in con- 
nection with the operation of the system or part thereof acquired consti- 
tuted employment under this subchapter or was covered by an agreement 
made pursuant to section 218 of the Social Security Act and some of 
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sucli employees became employees of the State or political subdiTision in 
connection with and at the time of such acquisition. 

(G) The term '‘political subdivision’" includes an instrumentality of (i) 
a State, (ii) one or more political subdivisions of a State, or (iii) a State 
and one or more of its political subdivisions. 

(1) Exemption of religious, charitable, etc., organizations. 

(1) Waiver of exemption by orgajoization. An organization exempt 
from income tax under section 101(6) may file a certificate (in such form 
and manner, and with such official, as may be prescribed by regulations 
made under this subehapter) certifying that it desires to have the insur- 
ance system established by title II of the Social Security Act extended to 
service performed by its employees and that at least two-thirds of its em- 
ployees concur in the filing of the certificate. Such certificate may be filed 
only if it is accompanied by a list containing the signature, address, and 
social security account number (if any) of each employee who concurs in 
the filing of the certificate. Such list may be amended, at any time prior 
to the expiration of the first month following the first calendar quarter 
for which the certificate is in effect, by filing with such official a supple- 
mental list or lists containing the signature, address, and social security 
account number (if any) of each additional employee who concurs in the 
filing of the certificate. The list and any supplemental list shall be filed 
in such form and manner as may be prescribed by regulations made un- 
der this subchapter. The certificate shall be in effect (for the purposes of 
subsection (b) (9) (B) and for the purposes of section 210 (a) (9) (B) 
of the Social Security Act) for the period beginning with the first day 
following the close of the calendar quarter in which such certificate is 
filed, but in no case shall such period begin prior to January 1, 1961. The 
period for which the certificate is effective may be terminated by the or- 
ganization, effective at the end of a calendar quarter, upon giving two 
years" advance notice in writing, but only if, at the time of the receipt 
of such notice, the certificate has been in effect for a period of not less 
than eight years. The notice of termination may be revoked by the or- 
ganization by giving, prior to the close of the calendar quarter specified 
in the notice of termination, a written notice of such revocation. Notice 
of termination or revocation thereof shall be filed in such form and man- 
ner, and with such official, as may be prescribed by regulations made 
under this subehapter. 

(2) Termination of waiver period by commissioner. If the Commis- 

sioner finds that any organization which filed a certificate pursuant to 
this subsection has failed to comply substantially with the requirements of 
this subchapter or is no longer able to comply therewith, the Commissioner 
shall give such organization not less than sixty days’ advance notice 
in writing that the period covered by such certificate will terminate at the 
end of the calendar quarter specified in such notice. Such notice of ter- 
mination may be revoked by the Commissioner by giving, prior to the close 
of the calendar quarter specified In the notice of termination, written no- 
tice of such revocation to the organization. No notice of termination or 
of revocation thereof shall be given under this paragraph organiza- 

tion without the prior concurrence of the Federal Security Administrator. 

(S) No renewal of waiver. In the event the period covered by a cer- 
tificate filed pursuant to this subsection is terminated by the organiza- 
tion, no certificate may again be filed by such organization pursuant to 
this subsection. 53 Stat. 177, amended Aug. 10, 1939, c, 666, Title VI, 
§ 606, 53 Stat. 1383; Mar. 24, 1943, c. 26, § 1(b) (1), 57 Stat. 46; 
Apr. 4, 1944, c. 161, § 1, 58 Stat. 188; Mar. 24, 1945, c. 36, § 1(a), 

59 Stat. 38; Oct. 23, 1945, c. 433, § 7(a), 59 Stat. 548; Dec. 29, 1945, c. 
652, Title I, I 4(c), 59 Stat. 670; Aug. 10, 1946, c. 951, Title IV, § 412(a), 

60 Stat. 989; Apr. 20. 1948, c* 222, § 1(a), 62 Stat. 195; June 14, 1948, 
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c. 468, I 1(a), 62 SUt, 438; Aug. 28, 1950, c. 809, Title 11, §§ 203(a), 
204Ca"-f), 205(a), 64 Stat. 528, 536; Oct. 31, 1949, c. 792, Title V, 
§ 505(b) as added July 21, 1951, c. 223, 65 Stat. 120, 

Historical Note 


Beferencos In Text. “Section 15(g) of 
the Agricultural Marketing Act, as 
amended,''' referred to m subsecs, (b) (1) 
(B) and (ii), is classified to section 114lj 
(g) of Title 12, Banks and Banking. 

The “Civil Service Retirement Act of 
1930,“ referred to in snbsec. (b) (7) _(C) 
(iii), (v) (xiii), is classified to sections 
691 693, 693-1, 707. 708, 709->715, 716 to 
719-1, 720-722, 724, 725. 727-729, 730, 731, 
733, 736b and 736c of Title 5, Executive 
Departments and Government Officers and 
Employees, 

“Section 551 of the Foreign Service 
Act of 1946”, referred to in sub sec. (b) 
(7) (C) (viii), is classified to section 951 
of Title 22, Foreign Relations and Inter- 
course. 

“Section 2 of the Act of August 4, 
1947”, referred to in subsec. (b) (7) (C) 
(ix) is classified to section 1062 of Title 
5, Executive Departments and Govern- 
ment Officers and Employees. 

“Section 218 of the Social Security Act”, 
referred to in subsecs, (k) (1) (D) and 
<k) (4), is classified to section 418 of 
Title 42, The Public Health and Welfare. 

“Title II of the Social Security Act”, 
referred to in subsec. (Z), is classified 
to sub chapter II of chapter 7 of said 
Title 42 

“Section 210(a) (9) (B) of the Social 
Security Act”, referred to in subsec. (Z), 
is classified to section 410(a) (9) (B) of 
said Title 42. 

1951 Ainondxaeiit. Sub sec. (a) <1) 
amended by section 505Cb) of Act Oct. 
31, 1949, as added by Act July 12, 1951, 
which added subparagraph “(C)”. 

1950 Amendments. Subsec. (a) amend- 
ed by Act Aug. 28, 1950, § 203(a), to re- 
define wages and increase the tax base 
from $3000 to $3600. 

Subsec. (b) amended by Act Aug. 28, 
1950, § 204(a), to redefine the term “em- 
ployment,” 

SubsGC. (e) amended by Act Aug. 28, 
1950, § 204(f), which substituted “para- 
graph l(y’ for “paragraph 9”. 

Subsec. (d) amended by Act Aug. 28, 
1950, § 2C5(a), to redefine the term “em- 
ployee”. 

Subsec. (e> amended by Act Aug. 28, 
1950, $ 204(b), to redefine “State”, and to 
define “United States”, and “citizen”. 

Subsec. (g) amended by Act Aug. 28, 
1950, § 204(c), to add definition of “Ameri- 
can aircraft”. 

Subsec. (h) amended by Act Aug. 28, 
1950, § 204(d), to redefine “agricultural 
labor”. 

Subsec. <l) amended by Act Aug. 28, 
1950, 5 204(e), which struck out former 
subsec. (i) relating to “Officers and crew 
members employed by War Shipping Ad- 


ministration” and inserted new provi- 
sions relating to “American employer”. 

Subsec. (j) amended by Act Aug. 28, 

1950, S 204(e), which struck out former 
subsec. (j) relating to employees of 
Bonneville Power Administrator and in- 
serted new provisions relating computa- 
tion of wages in certain cases. 

Subsec. (k) added by Act Aug. 28, 1950, 
8 204(e). 

1948 Amendment. Subsec. (b) (15) 

amended by Act Apr. 20, 1948, which in- 
serted subpar. (B). 

Subsec. (d) amended by Act June 14, 
1948, to provide for the application of 
the usual common-law rules in determin- 
ing whether a person is an employee. 

1946 Amendment. Subsec. (a) (1) 

amended by Act Aug. 10, 1946, so that be- 
ginning Jan. 1, 1947, the amount paid 
during a calendar year, instead of the 
amount paid with respect to employment 
during that year, will be the basis for 
exclusion from wages under that par. 

1945 Amendment. Subsec. (b) amend- 
ed by Act Dec. 29, 1945, which struck out 
“or” following semicolon in subdiv. (14), 
struck out period and inserted or” 
in subdiv. (15), and added subdiv. (16). 

Subsec. (i) amended by Act Mar. 24, 
1945, which added last sentence. 

Subsec. (j) added by Act Oct. 23, 1945. 

1944 Amendment. Subsec. (i) amended 
by Act Apr. 4, 1944, which inserted a 
comma and “but shall not ♦ * ♦ War 
Shipping Administration” preceding pe- 
riod at end of first sentence. 

1943 Amendment. Subsec. (i) added by 
Act Mar. 24, 1943. 

1939 Amendment. Act Aug. 10, 1939, 
amended section generally. 

Effective Date of 1950 Amendment of 
Subsec. (a). Section 203(d) of Act Aug. 
28, 1950, provided that: “The amendment 
made by subsection (a) of this section 
shall be applicable only with respect to 
remuneration paid after 1950, In the 
case of remuneration paid prior to 1951, 
the determination under section 1426(a) 
(1) of the Internal Revenue Code [subsec. 
(a) (1) of this section] (prior to its 

amendment by this Act) of whether or 
not such remuneration, constituted wages 
shall be made as if subsection (a) of this 
section had not been enacted and with- 
out inferences drawn from the fact that 
the amendment made by subsection (a) 
is not made applicable to periods prior to 

1951. ” 

Effective D^te of 1950 Amendnieiits of 
Subsees. (b> bnd (e>. Section 204(a), (b), 
of Act Aug. 28, 1950, provided in part 
that the effective date of amendments of 
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subsecs, (b) and (e) of tMs section by 
said Act Aug. 28, 1960 should be effective 
as of Jan. 1, 1951. 

Effective Date of 1050 Aanendineiit of 
Subsec, <d>. Section 205(b) of Act Aug. 

28, 1950, provided that the amendment of 
subsec. (d) should be applicable only 
with respect to services performed after 
1950. 

Effective Date of 1950 Amendments of 
Siibsecs. (gr)-<fc). Section 2(H:(g) of Act 
Aug 28, 1950, provided that the amend- 
ments to subsecs, (g)-(k) should be ap- 
plicable only with respect to services 
performed after 1950. 

Effective Date of 1948 Amendunents. 
Section 1(b) of Act June 14, 1948, pro- 
vided that: “The amendments made by- 
subsection (a) [of section 1 of Act June 
14, 1948], shall have the same effect as if 
included m the Internal Revenue Code 
on February 10, 1939, the date of its en- 
actment.** 

Section 1(b) of Act Apr. 20, 1948, pro- 
vided in part that : “The amendment, 
made to section 1426(b) (15) of the In- 
ternal Revenue Code [this section] shall 
be applicable with respect to services 
performed after December 31, 1939.** 

Effective Date of 1945 Amendments. 
Amendment of subsec. (b) by Act Dec. 

29, 1945, § 4(c), was made effective as of 
Jan. 1, 1946, by section 4(c) thereof. 

Subsec. (b) of section 1 of Act Mar. 
24, 1945, provided that amendment should 
be effective as if made by section 1(b) 
(1) of Act Mar. 24. 1943. 

Effective Date of 1^9 Ameadanen.t. 
Amendment by Act Aug. 10, 1939, was 
made effective Jan. 1, 1940, by section 606 
of said Act. 

Expiration Date of Former Subsec. (i). 
Subsection (i) of this section, as added 
by former section 1291(b) (1) of Appen- 
dix to Title 50, War and National De- 
fense, relating to officers and crew mem- 
bers employed by War Shipping Admin- 
istration, has expired since section 202 
of Act July 8, 1946, c. 543, Title II, 60 
Stat. 501, terminated the War Shipping 
Administration as of Sept. 1, 1946, and 
transferred all functions, powers, duties, 
etc, to the United States Maritime Com- 
mission for the period from Sept. 1, 1946, 
to Dec. 31, 1946, for the purpose of liqui- 
dating the Administration and the provi- 
sion was also stricken by Act Aug. 28, 
1950, § 204(e). 

Repeals. Subsec. (b) (4), as it existed 
prior to amendment by section 606 of 
Act Aug. 10, 1939, was repealed “as of 
effective date thereof” by section 905(a) 
of said act. See note hereto. 

Section 902(f) of Act Ang, 10, 1930, pro- 
vided: “No tax shall be collected under 
Title yill [former section 1001 et seq. of 
Title 42] or IX [former section UOl et 
seq. of Title 42] of the Social Security 
Act or under the Federal Insurance Con- 
tributions Act [section 1400 et seq, of 
LE.C1939] or the Federal Unemployment 
Tax Act [section 1600 et seq. of I.R.C. 


§ 1426 


1939], with respect to services rendered 
prior to January 1, 1940, which are de- 
scribed in subparagraphs (11) and (12) 
of sections i426(b) and 1607(c) of the 
[1039] Internal Revenue Code, as amend- 
ed, and any such tax heretofore collected 
(including penalty and interest with re- 
spect thereto, if any), shall be refunded 
in accordance with the provisions of law 
applicable m the case of erroneous or il- 
legal collection of the tax. No interest 
shall be allowed or paid on the amount 
of any such refund. No payment shall 
be made under Title II of the Social Se- 
curity Act [section 401 et seq. of Title 
42] with respect to services rendered pri- 
or to January 1, 1940, which are de- 
scribed in subparagraphs (11) and (12) 
of section 209(b) of such Act, as amend- 
ed.** 

Act Ang. 10, 1939, c. 666, Title IX, $ 
905, 63 Stat. 1400, provided: “(a) No 
service performed at any time dnring the 
calendar year 1939 by any individual 
shall, by reason of the individual having 
attained the age of sixty-five, be except- 
ed from employment as defined in section 
1426(b) of subchapter A of chapter 9 of 
the Internal Revenue Code [section 1426 
of IR.C.1939]. Paragraph (4) of such 
section (which excepts such service from 
employment) is repealed as of the effec- 
tive date thereof, and paragraph (4) of 
section 811(b) of the Social Security Act 
[former section 1011 of Title 42J is re- 
pealed as of January 1, 1939. The tax on 
employees imposed by section 1400 of 
such subchapter and the tax on employ- 
ers imposed by section 1410 of such sub- 
chapter, and the provisions of law ap- 
plicable to such taxes, shall apply with 
respect to remuneration paid after De- 
cember 31, 1938, for service which, by 
reason of the enactment of this section, 
constitutes employment as so defined. 

“(b) Notwithstanding any other provi- 
sion of law, no employer shall be liable 
for the tax on any employee, imposed 
by section 1400 of such subchapter (un- 
less the employer collects such tax from 
the employee), with respect to service 
performed before the date of enactment 
of this Act which constitutes employment 
by reason of the enactment of this sec- 
tion, except to the extent that the em- 
ployer has under his control at any time 
on or after the ninetieth day after such 
date amounts of remuneration earned at 
any time by the employee.’* 

Service for Ceartain Taoc-Exemapt Or- 
ganizations Performed After 1050 and 
Prior to 1035. Section 403 of Act Sept. 1, 
1954, c. 1206, Title IV, 68 Stat 1098, 1099, 
provided that: 

‘*(a) In any case in which— 

“(1) an individual has been employed, 
at any time subsequent to 1950 and prior 
to the enactment of this Act [Sept. 1, 
1954], by an organization which is ex- 
empt from income tax under section 101 
(6) of the Internal Revenue Code of 1939 
but which has failed to file prior to the 
enaetmeat of this Act [Sept. 1, 1954] a 
waiver certificate und.er section 1426(1) 
(1) of the Int©cnal Revenue Code of 
1939; 
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**{2) tlie service performed by sacii ia- 
dividual as an employee of such organ- 
is-ation during the period subsequent to 
Ihod and prior to 1J>55 would have coa- 
SLitnted employment (as defined in see> 
tion 210 of the Social Security Act [sec- 
tion 410 of Title 42] and section 142G{h) 
of the Internal Revenue Code of 1930 [sub- 
sec. (b) of this section]) if such organ- 
ization had filed prior to the performauce 
of such service such a certificate accom- 
panied by a list of the signatures of em- 
ployees who concurred in the filing of 
such certificate and such individnars 
signature had appeared on such list; 

‘^(3) the taxes imposed by sections 1400 
and 1410 of the Internal Revenue Code of 
19)9 have been paid with respect to any 
part of the remuneration paid to such in- 
dividual by such organization for such 
service; 

‘*(4) part of such taxes have been paid 
prior to the enactment of this Act [Sept. 
1, 195*13; 

*‘(5) so much of such taxes as have 
been paid prior to the enactment of this 
Act [Sept. 1, 1954] have been paid by 
such organization in good faith and upon 
the assumption that a waiver certificate 
had been filed by It under section 1426{Z> 
(1) of th« Internal Revenue Code of IQ-Sd 
[subsec. (!) (1) of this section]; and 

**(6) no refund of such taxes has been 
obtained, 

the amount of such remuneration with 
respect to which such taxers have been 
paid shall, upon the request of such in- 
dividual (filed in such form and manner, 
and with such offlcial, as may be pre- 
scribed by regulations made under sub- 
chapter A of Chapter 9 of the Internal 
Revenue Code of 1939 [this subchapter]), 
be deemed to constitute remuneration for 
employment as defined in section 210 of 
the Social Security Act [section 410 of 
Title 42] and section 1426(b) of the In- 
ternal Revenue Code of 1939 I subsec. (b) 
of this section]. 

“(b) In any case in which — > 

“(1) an individual has been employed, 
at any time subsequent to 1950 and prior 
to the enactment of this Act [Sept. 1, 
19o4I, by an organization which has filed 
a waiver certificate under section 1426(2) 
(1) of the Internal Revenue Code of 1939; 

“(2) the service performed by such in- 
dividual during the time he was so em- 
ployed would have constituted employ- 
ment (as defined in section, 210 of the 
Social Security Act [section 410 of Title 
42] and section 1426(b) of the Internal 
Revenue Code of 1939 [subsec, (b) of 


this section]) if such individuaTs signa- 
ture had appeared on the list of signa- 
tures of employees who concurred in the 
filing of such certificate; 

“(3) the taxes imposed by sections 
14(>0 and 1410 of the Internal Revenue 
Code of 1939 have been paid prior to the 
enactment of this Act with respect to any 
part of the remuneration paid to such in- 
dividual by such organization for such 
service; and 

“(4) no refund of such taxes has been 
obtained, 

the amount of such remuneration with 
respect to which such taxes have been 
paid shall, upon the request of such in- 
dividual (filed on or before January 1, 
1957, and in such form and manner, and 
with such official, as may be prescribed 
by regulations made under subchapter A 
of Chapter 0 of the Internal Revenue 
Code of 1939 [this subchapter]), be 
deemed to constitute remuneration for 
employment as defined in section 210 of 
the Social Security Act [section 410 of 
Title 42] and section 1426(b) of the In- 
ternal Revenue Code of 1939 [subsec. (b) 
of this section], and such individual shall 
be deemed to have concurred in the filing 
of the waiver certificate filed by such 
organization under section 1426(2) (1) 

of the Internal Revenue Code of 1939 
[subsec. (Z) (1) of this section].” 

Refunds or Credits for Overpayments. 
Section 3 of Act Apr, 20, 1948, provided 
that: “If any amount paid prior to the 
date of the enactment of this Act [Apr. 
20, 1948] constitutes an overpayment of 
tax solely by reason of an amendment 
made by this Act [to this section], no re- 
fund or credit shall be made or allowed 
with respect to the amount of such over- 
payment.” 

Text of Amendatory Revenne Acts. 
Complete original text of Revenue Acts 
amending this section, 1939 to date, 
see volumes “Title 26— Internal Revenue 
Acts”. 

legislative History and Congressional 
Coimnent: JFor legislative history and 
purpose of Act July 12, 1951, see 1951 
tl.S.Code Cong. Service, p. 1569. See, also 
Acts June 14, 1948, 1948 U.S.Code Coug. 
Service, p. 1752; Apr. 20, 1948, 1948 U.S. 
Code Cong.Service, p. 1473; Aug, 10, 
1946, 1946 U.S.Code Cong. Service, p. 1510; 
Dec. 29, 1945, 1945 U.S.Code Cong.Sexwice, 
p. 946; Oct. 3, 1945, 1945 U.S.Code Cong. 
Service, p. 874; Apr. 4, 1944, 1944 U.S. 
Code Cong.Service, p. 1016 ; Mar, 24, 1943, 
1943 U.S.Code Cong.Service, pp. 2-10. 


§ 14S7. BeductioiQS as constructive payments 

Whenever under this subchapter or any Act of Congress, or under 
the law of any State, an employer is required or permitted to deduct 
any amount from the remuneration of an employee and to pay the 
amount deducted to the United States, a State, or any political subdivision 
thereof, then for the purposes of this subchapter the amount so deducted 
shall be considered to have been paid to the employee at the time of 
such deduction, 53 Stat. 178. 
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§ 14S8. Estimate of revenue reductioB 

Tile Secretary at intervals of not longer tlian tliree years sliall estimate 
tlie reduction in tlie amount of taxes collected under tliis subcliapter by 
reason of the operation of paragraph (10) of subsection (b) of section 
1426 and shall include such estimate in his annual report. 53 Stat 178, 
amended Aug. 10, 1939, c. 666, Title IX, § 904, 53 Stat. 1400; Aug. 28, 
1950, c. 809, Title 11, § 204(f), 64 Stat. 536. 


Historical Hote 


1950 Amendment. Act Ang. 28, 1950, 
amended section by substituting “para- 
graph 10” for “paragraph 9”. 

1939 Amendment. Act Aug. 10, 1939, 
amended section by substituting “para- 
graph (9)” for “paragraphs (9) and 
( 10 )”. 

Eflfcctive Date of 1939 Amendment. 

Section 904 of Act Aug. 10, 1939, provided 

§ 1429. Rules and regulations 
The Secretary shall make and publish such rules and regulations, 
not inconsistent with this subchapter, as may be necessary to the 
efficient administration of the functions with which he is charged 
under this subchapter. The Commissioner, with the approval of the 
Secretary, shall make and publish rules and regulations for the enforce- 
ment of this subchapter. 53 Stat. 178. 


that tlie amendment of this section was 
made effective Jan. 1, 1940. 

Text of Amendatory Bevenne Acts. 
Complete original text of Bevenue Acts 
amending this section, 1939 to date, 
see volumes “Title 26 — ^Internal Eevenue 
Acts’*. 


§ 1430. Other laws applicable 

All provisions of law, including penalties, applicable with respect 
to any tax imposed by section 2700 or section 1800, and the provisions 
of section 3661, shall, insofar as applicable and not inconsistent with 
the provisions of this subchapter, be applicable with respect to the taxes 
imposed by this subchapter. 53 Stat. 178, amended Aug. 10, 1939, c 
666, Title IX, § 903, 53 Stat. 1400. 


Historical Hote 

1939 Amendment. Act Aug. 10, 1939, Text of Amendatory Bevenne Acts, 
inserted “3661” in lieu of “3762,** Complete original text of Revenue Acts 

amending this section, 1939 to date, 
see volumes “Title 26 — ^Internal Revenue 
Acts”. 

§ 1431. Elective date of subchapter 

This subchapter shall take effect on the first day of that quarter 
of the calendar year occurring next after the enactment of this title. 
53 Stat. 179. 

§ 1432. Short title 

This subchapter may be cited as the "Federal Insurance Contributions 
Act." Added Aug. 10, 1939, c. 666, Title VI, § 607. 53 Stat. 1387. 


SUBCHAPTEE. B. — EMPLOYMENT BY CARRIERS 
PART I.— TAX ON EMPLOYEES 

Coal -mining employees of railroads, transfer of social insurance and labor relations 
coverage to laws applicable to coal mining generally from laws applicable to railroad 
industry by Act Aug. 13, 1940, see note set out under this chapter preceding sectian 
1400. 
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§ 1500, Bate of tax 

In addition to other taxes, there shall be levied, collected, and paid upon 
the income of every employee a tax equal to the following percentages of 
so much of the compensation, paid to such employee after December 31, 
1946, for services rendered by him after such date, as is not in excess, 
of ^300 for any calendar month before July 1, 1954, and as is not in 
excess of ^350 for any calendar month after June 30, 1964: 

1. With respect to compensation paid during the calendar years 
1947 and 1948, the rate shall be 5% per centum; 

2. With respect to compensation paid during the calendar years 1949, 
1950, and 1951, the rate shall be 6 per centum; 

3. With respect to compensation paid after December 31, 1951, the- 
rate shall be 6 per centum. 53 Stat. 179, amended July 31, 1946, c. 
709, § 3(a), 60 Stat. 723; Aug. 31, 1954, c, 1164, Pt. II, § 201, 68 Stat. 
1040. 


Historical Note 


1954 Amendment. Act Aug. 31, 1954 
amended section to increase, after June 
30, 1954, the earnings base for purposes 
of the tax from |300 to $350. 

1946 Amendment. Act July 31, 1946, 
increased the tax rates beginning with 
the calendar year 1947 and changed the 
basis of tax from compensation earned 
to compensation paid during the year. 

Effective Bate of 1954 Amendment. 
Amendment to section by Act Aug. 31, 
1954, as effective July 1, 1954, see notes 
under section 228a of Title 45, Kailroads. 

Effective Bate of 1946 Amendment. 
Section 402 of Act July 31, 1946, provided 
that amendments to this section and sec- 
tions 1501(a), 1510, and 1520 of I.B C.1939 
by section 3(a)-(d) of that Act shall tahe 
effect January 1, 1947. 

Remuneration Not Affected By Amend- 
ment. Section 402 of Act July 31, 1946, 


provided in part: “Sections 1500, 1510, 
and 1520 of the Internal Revenue Code 
[1939] as in effect on December 31, 
1946, shall remain in full force and ef- 
fect on and after January 1, 1947, with, 
respect to any remuneration which con- 
stitutes compensation under the law as^ 
In effect on December 31, 1946, to which-i 
such sections as amended by this Act 
are not applicable.”^ 

Text of Amendatory Revenue Acts. 
Complete original text of Revenue Acts 
amending this section, 1939 to date, 
see volumes “Title 26 — ^Internal Revenue- 
Acts”. 

Xegislative History and Congressional< 
Comment; Por legislative history and 
purpose of Act Aug. 31, 1954, see 1954 
U.S Code Cong, and Adm.News, p. 3649. 
See, also, Act July 31, 1946, 1946 tJ.S.Code- 
Cong.Service, p. 1316. 


§ 1501. Deduction of tax from compensation 

(a) Requirement. The tax imposed by section 1500 shall be collected 
by the employer of the taxpayer by deducting the amount of the tax 
from the compensation of the employee as and when paid. If an employee 
is paid compensation after December 31, 1946, by more than one em- 
ployer for services rendered during any calendar month after 1946- 
and the aggregate of such compensation is in excess of $300 for any month, 
before July 1, 1954, or in excess of $350 for any month after June 30, 
1954, the tax to be deducted by each employer other than a subordinate* 
unit of a national railway-lab or-organization employer from the compensa- 
tion paid by him to the employee with respect to such month shall be that 
proportion of the tax with respect to such compensation paid by all such- 
employers which the compensation paid by him after December 31, 1946, 
to the employee for services rendered during such month bears to the* 
total compensation paid by all such employers after December 31, 1946, 
to such employee for services rendered during such month; and in the 
event that the compensation so paid by such employers to the employee* 
for services rendered during such month is less than $800 if such month 
is before July 1, 1954, or is less than |350 if such month is after June 30,. 
1954, each subordinate unit of a national railway-labor-organization em- 
ployer shall deduct such proportion of any additional tax as the compensa- 
tion paid by such employer after December 31, 1946, to such employee for^ 
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services rendered during sncIi month, bears to the total compensation paid 
by all such employers after December 31, 1946, to such employee for 
services rendered during such month. 

(b) Indemnification of employer. Every employer required under sub- 
section (a) to deduct the tax shall be made liable for the payment of such 
tax and shall not be liable to any person for the amount of any such 
payment. 

(c) Adjustments. If more or less than the correct amount of tax 
imposed by section 1500 is paid with respect to any compensation pay- 
ment, then, under regulations made under this subchapter by the Com- 
missioner, with the approval of the Secretary, proper adjustments, with 
respect both to the tax and the amount to be deducted, shall be made, 
without interest, in connection with subsequent compensation payments 
to the same employee by the same employer. 53 Stat. 179, amended July 
31, 1946, c. 709, § 3(b), 60 Stat. 723; Aug. 31, 1954, c. 1164, Pt. II, 
§ 202, 68 Stat. 1040, 


Historical Note 


1954 Amendment. Subsec. (a) amended 
by Act Aug. 31, 1954, which inserted after 
^00 where it first appears the words *‘for 
any month before July 1, 1054, or in ex- 
cess of $350 for any month after June 
30, 1954,” and where it appears the sec- 
ond time, the words “if such month is 
before July 1, 1954, or is less than $350 If 
such month is after June SO, 1954.” 

1946 Amendment. Subsec. (a) amended 
by Act July 31, 1946, which changed sec- 
ond sentence to provide for the proportion 
of taxes to be deducted by each employer 
where compensation is paid by more than 
one employer. 

Bffective Bate of 1954 Ammidment. 
Amendment to section by Act Aug. 31, 


1954, as effective July 1, 1954, see notes 
under section 228a of Title 45. Ilailroads. 

Effective Bate and Xtemnneration. Ef- 
fective date and remnneration not affected 
by 1046 Amendment, see note under sec- 
tion 1500 of IIl.C.1939. 

Text of Amendatory Revenue Acts. 
Complete original text of Revenue Acts 
amending this section, 1939 to date, 
see volumes “Title 20— Internal Revenue 
Acts”. 

legislative History and Congressional 
Comment: For legislative history and 
purpose of Act Aug 31, 1954, see 1954 U.S. 
Code Cong, and Adm.News, p. 3649. See, 
also. Act July 31, 1946, 1946 U.S.Code 
Cong.Service, p. 1316. 


§ 1502. Overpayments and imderpayments 

If more or less than the correct amount of the tax imposed by section 
1500 is paid or deducted with respect to any compensation payment and 
the overpayment or underpayment of the tax cannot be adjusted under 
section 1501(c), the amount of the overpayment shall be refunded, or the 
amount of the underpayment shall be collected in such manner and at such 
times (subject to the statute of limitations properly applicable thereto) as 
may be prescribed by regulations under this subchapter as made by the 
Commissioner, with the approval of the Secretary. 63 Stat. 179. 

§ 1503. Non-deductibility of tax from net income 

For the purposes of the income tax imposed by chapter 1 or by any 
Act of Congress in substitution therefor, the tax imposed by section 1500 
shall not be allowed as a deduction to the taxpayer in computing his net 
income. 53 Stat. 179. 


PART II.— TAX ON EMPBOYEB REPRESENTATIVES 
§ 1510. Rate of tax 

In addition to other taxes, there shall be levied, collected, and paid upon 
the income of each employee representative a tax equal to the following 
percentages of so much of the compensation, paid to such employee rep- 
resentative after December 31, 1046, for services rendered by him after 
such date, as is not in excess of $300 for any calendar month before 
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July 1, 1954, and as is not in excess of ?S50 for any calendar montJi after 
June 30, 1954: 

1. Witli respect to compensation paid during the calendar years 1947 
and 1948, the rate shall be 11% per centum; 

2. With respect to compensation paid during the calendar years 1949, 
1950, and 1951, the rate shall be 12 per centum; 

3. With respect to compensation paid after December 31, 1951, the 
rate shall be 12% per centum. 53 Stat. ISO, amended July 31, 1946, c. 
709, § 3(c), 60 Stat. 723; Aug. 31, 1954, c. 1164, Ft. II, § 203, 68 Stat. 
1040. 

Historical ISTote 

1954 Amendment. Act Aug. 31, 1954, Effective Date and Eemnneration. Ef- 
amended section to increase, after June fective date and remnneration not affect- 
30, 1054, the earnings base for purposes ed by 1946 amendment, see notes under 
of the tax from $300 to $350. section 1500 of I.B C.1939. 

1946 Amendment. Act July 31, 1940, Text of feudatory Eevenne Acts, 
increased the tax rates beginning with Complete original text of Kevemie Acts 
the calendar year 1947 and changed the amending this section, 1939 to date, 
basis of tax from compensation earned to see Tolnmes “Title 26— Internal Kevenue 
compensation paid during the year. Acts^'. 

Effective Date of 1954 Amendment. legislative History and Congressional 
Amendment to section by Act Ang 31, Comment: For legislative history and 
1954, as effective July 1, 1954, see notes purpose of Act Aug. 31, 1954, see 1954 IJ.S. 
under section 228a of Title 45, Kailroads. Code Cong, and Adm.News, p. 3649. See, 

also, Act July 31, 1946, 1946 U.S.Code 
Cong- Service, p. 1316. 

§ 1511. Determination of compensation 

The compensation of an employee representative for the purpose of as- 
certaining the tax thereon shall be determined in the same manner and 
with the same effect as if the employee organization by which such em- 
ployee representative is employed were an employer as defined in section 
1532 (a). 53 Stat. 180. 

§ 1512. Non-deductibility of tax from net income 

For the purposes of the income tax imposed by chapter 1 or by any 
Act of Congress in substitution therefor, the taxes imposed by section 
1510 shall not be allowed as a deduction to the taxpayer in computing Ms 
net income. 53 Stat. 180. 


PART III.— TAX ON EMPLOXEBS 
§ 1520. Rate of tax 

In addition to other taxes, every employer shall pay an excise tax, with 
respect to having individuals in his employ, equal to the following percent- 
ages of so much of the compensation, paid by such employer after De- 
cember 31, 1946, for services rendered to him after December 31, 1936, 
as is, with respect to any employee for any calendar month before July 1, 
1954, not in excess of $300 and for any calendar month after June 30, 
1954, not In excess of $350: Provided, however. That if an employee is 
paid compensation after December 31, 1946, by more than one employer 
for services rendered during any calendar month after 1936, the tax im- 
posed by this section shall apply, with respect to any calendar month be- 
fore July 1, 1954, to not more than $300, and with respect to any calendar 
month after June 30, 1954, to not more than $350, of the aggregate com- 
pensation paid to such employee by all such employers after December 31, 
1946, for services rendered during such month, and each employer other 
than a subordinate unit of a national railway-lab or-organlzation employer 
shall be liable for that proportion of the tax with respect to such com-- 
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pensation paid by all sucli employers wMcli tbe compensation paid by Mm 
after Deeeitiber SI, 1946, to tbe employee for services rendered during 
sucb month bears to the total compensation paid by all siieli employers 
after December 81, 1946, to such employee for services rendered during 
such month; and in the event that the compensation so paid by such em- 
ployers to the emploi’ee for services rendered during such month is less 
than ?S00 if the month is before July 1, 1954, or is less than $350 if 
the month is after June 30, 1954, each subordinate unit of a national rail- 
way-Iabor-orgamzation employer shall be liable for such proportion of any 
additional tax as the compensation paid by such employer after December 
31, 1946, to such employee for services rendered during such month bears 
to the total compensation paid by all such employers after December 31, 
1946, to such employee for services rendered during such month: 

1. With respect to compensation paid during the calendar years 1947 
and 1948, the rate shall be 5% per centum; 

2. With respect to compensation paid during the calendar years 1949, 
1950, and 1951, the rate shall be 6 per centum; 

3. With respect to compensation paid after December 31, 1951, the 
rate shall be 6^ per centum. 53 Stat. 180, amended July 31, 1946, c. 
709, § 3(d), 60 Stat. 724; Aug. 31, 1954, c. 1164, Ft. H, § 204, 68 Stat. 
1040. 


Historical Hote 


1954 Amendment. Act Aug. 31, 1954, 
amended section to increase, after June 
30, 1954, the earnings base for purposes 
-of the tax from $300 to $350. 

1946 Amendment. Act July 31, 1946, 
amended section by increasing tax rates 
beginning with the calendar year 1947, 
changed the basis of tax from compensa- 
tion paid for services rendered during 
the year to compensation paid during the 
year, and changed the method of prorat- 
ing taxes among employers when one is 
a railway labor organization. 

Effective Date of 1954 Amendment. 
Amendment to section by Act Aug. 31, 
1954, as effective July 1, 1954, see notes 
under section 228a of Title 45, Railroads. 


Effective Date and Bemnneration. Ef- 
fective date and remuneration not affect- 
ed by 1946 amendment, see notes under 
section 1500 of I.R.C.1939. 

Text of Amendatory Beveanne Acts. 
Complete original text of Revenue Acts 
amending this section, 1939 to date, see 
volumes “Title ^ — ^Internal Revenue 
Acts^’. 

Xregislative Blstory and Congressional 
Comment; For legislative history and 
purpose of Act Aug. 31, 1954, see 1954 
U.S.Code Cong, and Adm-News, p. 3649. 
See, also, Act July 31, 1946. 1946 U.S.Code 
Cong.Service, p. 1316. 


§ 1521. Adjustments 

If more or less than the correct amount of the tax Imposed by section 
1520 is paid with respect to any compensation payment, then, under regu- 
lations made by the Commissioner, with the approval of the Secretary, 
proper adjustments with respect to the tax shall be made, without interest, 
in connection with subsequent excise-tax payments made by the same em- 
ployer, 53 Stat. 181. 


§ 1522. Overpayments and underpayments 

If more or less than the correct amount of the tax imposed by section 
1520 is paid or deducted with respect to any compensation payment and 
the overpayment or underpayment of the tax cannot be adjusted under 
section 1521, the amount of the overpayment shall be refunded, or the 
amount of the underpayment shall be collected in such manner and at such 
times (subject to the statute of limitations properly applicable thereto) 
as may be prescribed by regulations under this subchapter as made by the 
Oommissioner, with the approval of the Secretary. 53 Stat. 181. 
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PAKT IV. — GENERAL PROVISIONS 

§ 15S0. CJollection and payment of taxes 

(a) Administration. The taxes imposed by this subchapter shall bo 
collected by the Bureau of Internal Revenue and shall be paid into the 
Treasury of the United States as internal-revenue collections. 

(b) Time and manner of payment. The taxes imposed by this sub- 
chapter shall be collected and paid quarterly or at such other times and in 
such manner and under such conditions not inconsistent with this sub- 
chapter as may be prescribed by the Commissioner with the approval of 
the Secretary. 

(c) Addition to tax in case of delinquency. If a tax Imposed by this 
snhchapter is not paid when due, there shall be added as part of the tax 
(except in the case of adjustments made in accordance with the provisions 
of this subchapter) interest at the rate of 6 per centum per annum from 
the date the tax became due until paid. 

(d) Fractional parts of a cent. In the payment of any tax under this 
subchapter, a fractional part of a cent shall be disregarded unless it 
amounts to one-half cent or more, in which case it shall be increased to 1 
cent. 53 Stat. 181. 

§ 1531. Erroneous payments 

Any tax paid under this subchapter by a taxpayer with respect to any 
period with respect to which he is not liable to tax under this subchapter 
shall be credited against the tax, if any, imposed by subchapter A upon 
such taxpayer, and the balance, if any, shall be refunded, 63 Stat. 181. 

§ 1532. Definitions 

As used in this subchapter — 

(a) Employer. The term “employer" means any carrier (as defined 
In subsection (h) of this section), and any company which is directly or 
indirectly owned or controlled by one or more such carriers or under com- 
mon control therewith, and which operates any equipment or facility or 
performs any service (except trucking service, casual service, and the casu- 
al operation of equipment or facilities) in connection with the transporta- 
tion of passengers or property by railroad, or the receipt, delivery, eleva- 
tion, transfer in transit, refrigeration or icing, storage, or handling of 
property transported by railroad, and any receiver, trustee, or other in- 
dividual or body, judicial or otherwise, when in the possession of the prop- 
erty or operating all or any part of the business of any such employer: 
Provided., however, That the term “employer" shall not include any street, 
interurban, or suburban electric railway, unless such railway is operating 
as a part of a general steam-railroad system of transportation, but shall 
not exclude any part of the general steam-railroad system of transporta- 
tion now or hereafter operated by any other motive power. The Inter- 
state Commerce Commission is hereby authorized and directed upon re- 
quest of the Commissioner of Internal Revenue, or upon complaint of any 
party interested, to determine after hearing whether any line operated by 
electric power falls within the terms of this proviso. The term “employer"' 
shall also include railroad associations, traflSc associations, tariff bureaus, 
demurrage bureaus, weighing and inspection bureaus, collection agencies 
and other associations, bureaus, agencies, or organizations controlled and 
maintained wholly or principally by two or more employers as hereinbe- 
fore defined and engaged in the performance of services in connection with 
or incidental to railroad transportation; and railway labor organizations, 
national in scope, which have been or may be organized in accordance with 
the provisions of the Railway Labor Act, as amended, and their Stat© 
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and National legislative committees and their general committees and 
their insurance departments and their local lodges and divisions, estab- 
lished pursuant to the constitution and bylaws of such organizations. 
The term “employer** shall not include any company by reason of its be- 
ing engaged in the mining of coal, the supplying of coal to an employer 
where delivery is not beyond the mine tipple, and the operation of eoLuip- 
ment or facilities therefor, or in any of such activities. 

(b) Employee. The term “employee** means any individual in the 
service of one or more employers for compensation: Provided, however. 
That the term “employee** shall include an employee of a local lodge or 
division defined as an employer in subsection (a) only if he was in the 
service of or in the employment relation to a carrier on or after August 29, 
1935. An individual shall be deemed to have been in the employment re- 
lation to a carrier on August 29, 1935, if (i) he was on that date on leave 
■of absence from his employment, expressly granted to him by the carrier 
by whom he was employed, or by a duly authorized representative of such 
carrier, and the grant of such leave of absence will have been established 
to the satisfaction of the Railroad Retirement Board before July 1947; 
or (ii) he was in the service of a carrier after August 29, 1935, and be- 
fore January 1946 in each of six calendar months, whether or not consecu- 
tive; or (iii) before August 29, 1935, he did not retire and was not re- 
tired or discharged from the service of the last carrier by whom he was 
employed or its corporate or operating successor, but (A) solely by reason 
of his physical or mental disability he ceased before August 29, 1935, to 
be in the service of such carrier and thereafter remained continuously 
disabled until he attained age sixty-five or until August 1945, or (B) 
solely for such last stated reason a carrier by whom he was employed be- 
fore August 29, 1935, or a carrier who is its successor did not on or after 
August 29, 1935, and before August 1945 call him to return to service, or 
(C) if he was so called he was solely for such reason unable to render 
service in six calendar months as provided in clause (ii); or (iv) he was 
on August 29, 1935, absent from the service of a carrier by reason of a 
discharge which, within one year after the effective date thereof, was pro- 
tested, to an appropriate labor representative or to the carrier, as wrong- 
ful, and which was followed within ten years of the effective date thereof 
by his reinstatement in good faith to his former service with all his senior- 
ity rights: Provided, That an individual shall not be deemed to have been 
on August 29, 19 35, in the employment relation to a carrier if before that 
date he was granted a pension or gratuity on the basis of which a pension 
was awarded to him pursuant to section 6 of the Railroad Retirement 
Act of 1937, or if during the last pay-roll period before August 29, 1935, 
in which he rendered service to a carrier he was not in the service of an 
employer, in accordance with subsection (d), with respect to any service 
in such pay-roll period, or if he could have been in the employment rela- 
tion to an employer only by reason of his having been, either before or 
after August 29, 1935, in the service of a local lodge or division defined 
as an employer in subsection (a). 

The term “employee** includes an officer of an employer. 

The term “employee** shall not include any Individual while such In- 
dividual is engaged in the physical operations consisting of the mining of 
coal, the preparation of coal, the handling (other than movement by rail 
with standard railroad locomotives) of coal not beyond the mine tipple, 
or the loading of coal at the tipple. 

(c) Employee representative. The term “employee representative** 
means any officer or official representative of a railway labor organization 
other than a labor organization included in the term “employer** as defined 
in subsection (a), who before or after June 29, 1937, was in the service of 
an employer as defined in subsection (a) and who is duly authorized and 
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designated to represent employees in accordance with the Railway Labor 
Act, 44 Stat. 577 (U.S.G., Title 45, c. 18 i), as amended, and any individual 
who is regularly assigned to or regularly employed by such officer or of- 
ficial representative in connection with the duties of his office. 

(d> Service. An individual is in the service of an employer whether 
his service is rendered within or without the United States if (i) he is 
subject to the continuing authority of the employer to supervise and di- 
rect the manner of rendition of his service, or he is rendering professional 
or technical services and Is integrated into the stafi of the employer, or he 
is rendering, on the property used in the employer's operations, other per- 
sonal services the rendition of which is integrated into the employer's op- 
erations, and (ii) he renders such service for compensation: Provided^, 
however, That an individual shall be deemed to be In the service of an em- 
ployer, other than a local lodge or division or a general committee of a 
railway-labor-organization employer, not conducting the principal part of 
its business in the United States only when he is rendering service to it 
in the United States; and an individual shall be deemed to be in the serv- 
ice of such a local lodge or division only if (1) all, or substantially alL 
the individuals constituting its membership are employees of an employer 
conducting the principal part of its business in the United States; or (2) 
the headauarters of such local lodge or division is located in the United 
States; and an individual shall be deemed to be in the service of such a 
general committee only if (1) he is representing a local lodge or division 
described in clauses (1) or (2) immediately above; or (2) all, or substan- 
tially all, the individuals represented by it are employees of an employer 
conducting the principal part of its business in the United States; or (3) 
he acts in the capacity of a general chairman or an assistant general chair- 
man of a general committee which represents individuals rendering service 
in the United States to an employer, but in such case if his office or head- 
quarters is not located in the United States and the individuals represented 
by such general committee are employees of an employer not conducting 
the principal part of its business in the United States, only such propor- 
tion of the remuneration for such service shall be regarded as compensa- 
tion as the proportion which the mileage in the United States under the 
Jurisdiction of such general committee bears to the total mileage under its 
jurisdiction, unless such mileage formula is inapplicable, in which case 
such other formula as the Railroad Retirement Board may have pre- 
scribed pursuant to subsection (c) of section 1 of the Railroad Retirement 
Act of 1937 shall be applicable, and if the application of such mileage 
formula, or such other formula as the Board may prescribe, would result 
in the compensation of the individual being less than 10 per centum of Ms- 
remuneration for such service no part of such remuneration shall be re- 
garded as compensation: Provided further, That an individual not a citizen 
or resident of the United States shall not be deemed to be in the servico 
of an employer when rendering service outside the United States to an 
employer who is required under the laws applicable in the place where- 
the service is rendered to employ therein, in whole or in part, citizens or 
residents thereof; and the laws applicable on August 2 9, 19 35, in the 
place where the service is rendered shall be deemed to have been applica- 
ble there at all times prior to that date. 

(e) Compens''tion. The term *‘Gompensation’' means any form of 
money remuneration earned by an individual for services rendered as an 
employee to one or more employers, or as an employee representative,, 
including remuneration paid for time lost as an employee, but remunera- 
tion paid for time lost shall be deemed earned in the month in which such 
time is lost. Such term does not include tips, or the voluntary payment 
by an employer, without deduction from the remuneration of the employee,, 
of the tax imposed on such employee by section 1500. Compensation^ 
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whicli is earned during the period for wMcli the Commissioner shall re- 
quire a return of taxes under this subchapter to be made and which is 
payable during the calendar month following such period shall be deemed 
to have been paid during such period only. For the purpose of determin- 
ing the amount of taxes under sections 1500 and 1520, compensation earn- 
ed in the service of a local lodge or division of a railway-labor-organization 
employer shall be disregarded with respect to any calendar month if the 
amount thereof is less than 1 3 and (1) such compensation is earned be- 
fore April 1, 1940, and the taxes thereon under such sections are not paid 
before July 1, 1940, or (2) sucb compensation is earned after March 31, 
1940. 

A payment made by an employer to an individual through the employ- 
er's pay roll shall be presumed, in the absence of evidence to the contrary, 
to be compensation for service rendered by such individual as an employee 
of the employer in the period with respect to which the payment is made. 
An employee shall be deemed to be paid, “for time lost" the amount he is 
paid by an employer with respect to an identifiable period of absence 
from the active service of the employer, including absence on account of 
personal injury, and the amount he is paid by the employer for loss of 
earnings resulting from his displacement to a less remunerative position 
or occupation. If a payment is made by an employer with respect to a 
personal injury and includes pay for time lost, the total payment shall be 
deemed to be paid for time lost unless, at the time of payment, a part of 
such payment is specifically apportioned to factors other than time lost, 
in which event only such part of the payment as is not so apportioned 
shall be deemed to be paid for time lost. Compensation for service as a 
delegate to a national or international convention of a railway labor or- 
ganization defined as an ‘‘employer" in subsection (a) of this section shall 
be disregarded for purposes of determining the amount of taxes due pur- 
suant to this subchapter if the individual rendering such service has not 
previously rendered service, other than as such a delegate, which may be 
included in his "years of service" for purposes of the Railroad Retirement 
Act. 

(f) United States. The term “United States" when used in a geo- 
graphical sense means the States, Alaska, Hawaii, and the District of 
Columbia. 

(g) Company. The term "company^' includes corporations, associa- 
tions, and joint-stock companies. 

(h) Carrier. The term “carrier" means an express company, sleeping- 
car company, or carrier by railroad, subject to part I of the Interstate 
Commerce Act. 

(i) Person. The term "person” means an individual, a partnership, 
an association, a joint-stock company, or a corporation. 53 Stat. 181, 
amended June 11, 1940, c. 307, § 3, 54 Stat. 2 64; Aug. 13, 1940, c. 664, 
§§ 1, 3, 64 Stat. 785, 786, eff. Feb. 10, 1939; Oct. 10, 1940, c. 842, § 27 
(a), 54 Stat. 1101; Apr. 8, 1942, c. 227, § 14, 56 Stat 209; July 31, 
1946, c. 709, §§ 1, 3(e), (f), 60 Stat 722, 724, 725; Aug. 31, 1954, c. 
1164, Pt II, § 205, 68 Stat 1040, 

1 So in original but probably should read ‘^(U.S.C., Title 45, c. 8)/* 

Historical Note 

Beferences in Text. The Railway Subsec. (c) of section 1 of the Rail- 
Dab or Act, as amended, referred to in road Retirement Act of 1937, referred to 
Bubsec. (a), is classified to chapter 8 of in subsec. (d), is classified to section 
Title 45, Railroads. 228a (c) of Title 45, Railroads. 

Section 6 of the Railroad Retirement The Railroad Retirement Act, referred 
Act of 1937, referred to in suhsec. (b), is to in sub sec. (e), is classified to sections 
clasMfied to seetton 228f of Title 45, Rail- 228a to 228c-l, 228e-228h, 228i--228p, and 
roads. 228r to 228s~l of Title 45i Railroads^ 
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Part I of the Interstate Commerce Act, 
referred to in subsec. (h.), is classified to 
chapter 1 of Title 49, Transportation. 

1954 Amendment. Subsec. (e) amended 
by Act Aug. 31, 1954, to exclude from 
taxation compensation, for service as a 
delegate to a national or international 
convention of a railway labor organiza- 
tion, of any person virlio has no other 
previous creditable service. 

1946 Amendment, Subsec. (b) amended 
by Act July 31, 1946, § 3(e), which 
changed the definition of employment re- 
lation to a carrier. 

Snbsec. (d) amended by Act July 31, 
1946, I 1, which changed opening par. to 
include professional or technical services 
when integrated into staff of employer or 
other personal services the rendition of 
which is integrated into the employer s 
operations and added clause at end of 
first proviso excluding compensation of 
less than 10% of remuneration. 

Subsec. (e) amended by Act July 31, 
1946, § 3(f) which added second par., 
relating to presumption that a payment 
is compensation and payment for time 
iost and with respect to personal injury. 

1942 Amendment. Subsec. (d) amended 
by Act April 8, 11412, which affected the 
first proviso thereof. 

1940 Amendment. Subsec. (a), last 
sentence, added by Act Aug. 13, 1940, § 
1 . 

Subsec. <b) amended by Acts Aug. 13, 
1940, § 3, and June 11, 1940. Act Aug, 13, 
1940 added last paragraph. Act June 11, 
1940 amended the second proviso. 

Subsec. <d) amended by Act June 11, 
1940, which added second proviso. 

Subsec. (e), last sentence, added by Act 
Oct 10, 1940. 

Effective Date of 1954 Amendment. 
Amendment of subsec. (e) by Act Aug. 
31, 1954, as effective with respect to com- 
pensation paid on and after April 1, 1954, 
see section 402 of said Act, set out as a 
note under section 228a of Title 45, Itail- 
roads. 

Effective Date of 1946 Ameadment. 
Section 402 of Act July 31, 1946, provid- 
ed in part that amendments to subsecs, 
(b) (d), and (e) of this section by sec- 

tions 1 and 3(e), (f) of that Act shall 
be effective only with respect to services 
rendered after December 31, 1946. 

Effective Date of 1942 Amendment. 
Act April 8, 1942, besides amending sub- 
sec. (d) of this section, contained the 
following paragraph: ‘"The amendment 
in this section shall operate in the same 
manner and have the same effect as if It 
had been part of the Internal Eevenue 
Code when that code was enacted on 
February 10, 1939, and as if it had been 
part of the Carriers Taxing Act of 1937 
(50 Stat. 435 [section 261 et seq. of Titte 
45]) when that Act was enacted on June 
29, 1937: Provided, however, That no 
interest or penalties shall accrue or be 
deemed to have accrued for the failure 


to make returns under, or ^pay taxes 
levied by, sections 1500 and 1520, respec- 
tively, of said Internal Eevenue Code 
and sections 2 and 3, respectively, of said 
Carriers Taxing Act of 1937 [sections 
262, 263 of Title 45] with respect to the 
compensation of employees of any local 
lodge or division or of any general com- 
mittee of a railway-labor-organization 
employer earned prior to the enactment 
of this amendment, if (1) the headquar- 
ters of such a local lodge or division 
was not located in the United States, or 
(2) all, or substantially all, the indi- 
viduals constituting the membership of 
such a local lodge or division were em- 
ployees of an employer not conducting 
the principal part of its business in the 
United States, or (3) the individuals 
represented by such a general com- 
mittee were employees of an employer 
not conducting the principal part of its 
business in the United States, or (4) 
the service to such a general committee 
was rendered outside the United States, 
or (5) the ofiBce or headquarters of the 
individual rendering service to such a 
general committee was not located in 
the United States and if such returns 
are made and such taxes are paid within 
the time allowed for making returns and 
paying taxes with respect to the first 
calendar quarter beginning after the 
enactment of this amendment.” 

Effective Date of 1940 Amendment. 
Section 1 of Act Oct. 10, 1940, which Act 
affected section 1532 of I E.C.1939, sec- 
tions 2'2Sa, 228i, 262 note, 351, 352, 353. 
354, 355, 356, 361, and 362 of Title 45, 
provided ; 

“That the provisions of this Act shall 
take effect on November 1, 1940, except 
that sections 2, 11, 25, 26, and 27 [affect- 
ing sections 228a (h) 22Si, 262 note, 351 
(g), and 352(d) of Title 45, and section 
1532(e) of I.E C.19C9] shall be effective as 
of July 1, 1940, and sections 19 and 20 
[affecting section 355(c) of Title 45} shall 
become effective upon the approval of 
this Act: JProutdad, however. That — 

“(a) A half -month which has begun 
prior to November 1, 1940, in accordance 
with the Kailroad Unemployment Insur- 
ance Act [section 351 et seq. of Title 45] 
and regulations thereunder, and which 
includes such date, shall continue, and 
benefits with respect thereto shall be 
computed and paid as if this Act had not 
been enacted; 

“(b) All benefit years current on Octo- 
ber 31, 1940, shall terminate (1) on Oc- 
tober 31, 1940, or (2) on the last day of 
a half-month which includes October 31, 
1940 and November 1, 1940, whichever is 
later, and, for the purposes of section 2 
(c) of the Eailroad Unemployment Insur- 
ance Act [section 352(c) of Title 45], as 
amended by this Act, all benefits paid 
for unemployment in half -months begun 
subsequent to June 30, 1940, and prior to 
November 1, 1940, shall be demned to 
have been paid for unemployment with- 
in the benefit year ending Jui^e 30, 1941; 

“(c) Benefits for unemploymeiift in the 
first registration period, beginning after 
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Oirtober 31, 1040, of an employee who has, 
sobseqnent to June 30, 1940, completed a 
waiting period under section 3(b) of the 
Railroad Unemployment Insurance Act, 
[section S53(b) of Title 45], shall be de- 
termined and computed as though such 
registration period were a subsequent 
registration period in the same benefit 
year.'" 

Act June 11, 1910, provided in part as 
follows: ‘*The amendments in this sec- 
tion [affecting subsecs, (b) and (d) of 
this section] shall operate in the same 
manner and have the same effect as if 
they had been part of the Internal Reve- 
nue Code when that code was enacted on 
February 10, 1939, and as if they had 


§ 1534.1 Court jurisdiction 

The several district courts of the United States shall have jurisdiction to 
entertain an application by the Attorney General on behalf of the Commis- 
sioner to compel an employee or other person residing within the juris- 
diction of the court or an employer subject to service of process within its 
jurisdiction to comply with any obligations imposed on such employee, 
employer, or other person under the provisions of this subchapter. The 
jurisdiction herein specifically conferred upon such Federal courts shall 
not be held exclusive of any jurisdiction otherwise possessed by such 
courts to entertain actions at law or suits in equity in aid of the enforce- 
ment of rights or obligations arising under the provisions of this sub- 
chapter. 53 Stat. 183, amended June 25, 1948, c. 646, § 1, 62 Stat. 875, 
895. 

1 So in original. There is no section 1533. 


been part correspondingly of subsections 
(b) and (d) of the Carriers Taxing Act 
of 1937 (50 Stat. 435) [section 2m et seq. 
of Title 45] when that Act was enacted 
on June 29, 1937.” 

Text of AsnecadAtory Bevenue Acts. 
Complete original text of Revenue Acts 
amending this section, 1939 to date, see 
volumes “Title 26 — ^Internal Revenue 
Acts”. 

Xiegislative BUstory and CongTOSsioiial 
Comment: For legislative history and 
purpose of Act Aug. 31, 1954, see 1954 
U.S.Code Cong, and Adm.News, p. 3619. 
See, also. Act July 31, 1946, 1946 U.S. 
Code Cong.Service, p. 1316. 


Historical Note 


Codification. The words “and the Dis- 
trict Court of the United States for the 
District of Columbia, respectively,” fol- 
lowing “The several district courts of 
the United States” have been deleted as 
superfluous in view of section 132(a) of 
Title 28, Judiciary and Judicial Proce- 
dure, which states that “There shall be 


in each judicial district a district court 
which shall be a court of record known 
as the United States District Court for 
the district”, and section 88 of said Title 
28 which states that “The District of 
Columbia constitutes one judicial dis- 
trict”. 


§ 1535. Kules and regulations 

The Commissioner, with the approval of the Secretary, shall make and 
publish such rules and regulations as may be necessary for the enforce- 
ment of this subchapter. 53 Stat. 183. 

§ 1536. Other laws applicable 

All provisions of law, including penalties, applicable with respect to 
any tax imposed by section 2700 or section 1800, and the provisions of sec- 
tion 3661, insofar as applicable and not inconsistent with the provisions 
of this subchapter, shall be applicable with respect to the taxes imposed by 
this subchapter. 53 Stat. 183, amended Mar. 17, 1941, c. 21, § 1, 55 
Stat. 45, eft. Feb. 11, 1939. 


Historical Note 


1941 AMuesadmcat. Act Mar. 17, 1941, 
substituted “3661” for “37^”. 

Text of Azaeudatory Beveaue Acts. 
Complete original text of Revenue Acts 


amending this section, 1939 to date, see 
volumes “Title 26 — Intern^ Revenue 
Acta” 
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§ 15ST. Effective date of snbcliapter 

Tills subcliapter shall take effect on the first day of that quarter of 
the calendar year occurring next after the enactment of this title. 

StaL 183, 

§ 15S8. Title of snbchapter 

This siihchapter may be cited as the ‘‘Railroad Retirement Tax Act.’** 
Added July 31, 1946, c. 709, § 3 (g), 60 Stat. 725. 

Historical Hote 

Effective Bate. Section as effective Cong-iressional Co-mmcnts For legisla- 
JTnly 31, 1946, see note under section 228a tive history and purpose of Act July 31, 
of Title 45, BaiJxoads. 1^. see 1946 U.S.Code Cong.Service^ 

1316. 


SUE CHAPTER C. — ^TAX ON EMPLOYERS OP 
EIGHT OR MORE 


§ 1600. Kate of tax 

Every employer (as defined in section 1607(a)) shall pay for the cal- 
endar year 1939 and for each calendar year thereafter an excise tax, with 
respect to having individuals in his employ, equal to 3 per centum of the 
total wages (as defined in section 1607(b)) paid by him during the cal- 
endar year with respect to employment (as defined in section 1607(c)) 
after December 31, 1938. 63 Stat. 183, amended Aug. 10, 1939, c. 866, 

Title VI, § 608, 63 Stat. 1387. 


Historical Note 


1939 AmiendmeiLt. Act Aug. 10, 1939, 
amended section to provide for payment 
of tax on wages paid by him during the 
calendar year instead of wages payable 
by him regardless of time of payment. 

Successor Corporation BeUeved From 
Tares. Belief from taxes granted to suc- 
cessor corporation in certain instances, 
see note set out under section 1410 of I. 
K.C.1939. 

Penalties or Forfeitures. Section 902 
(i) of Act Aug. 10, 1939, provided: ‘^No 
part of the tax imposed by the Federal 
Unemployment Tax Act [section 1600 et 
seq. of I,B.C.1939 or by title IX of the 
Social Security Act [former section 1101 
et seq. of Title 42], whether or not the 
taxpayer is entitled to a credit against 
such tax, shall be deemed to be a penal- 
ty or forfeiture within the meaning of 
section 57j of the Act entitled ‘An Act 


to establish a uniform system of bank- 
ruptcy throughout the United States* 
[Title 11] approved July 1, 1898, as 
amended,*’ 

Takaces on Services Bendered by Bm- 
ployecs of International Organizations 
Prior to Jan. 1, 1946. Section 5(b) of Act 
Dec. 29, 1945, c. 652, Title I, 59 Stat. 6?n, 
provided that taxes should not be col- 
lected on services rendered by employees 
of International Organizations prior to 
Jan. 1, 1946, under former sections 1001- 
1011 or former 1101-1110 of Title 42, or 
under sections 1400 et seq. and 1600 et 
seq. of I.B.C.1939. 

Text of Amendatory Bevenue Acts. 
Complete original text of Bevenue Acta 
amending this section, 1939 to date, see 
volumes “Title 28 — ^Internal Bevenue 
Acta”. 


§ 1601. Oedits against tax — (a) Contributions to State unemploy- 
ment fimds 

(1) The taxpayer may, to the extent provided in this subsection and 
subsection (c), credit against the tax imposed by section 1600 the amount 
of contributions paid by him into an unemployment fund maintained dur- 
ing the taxable year under the unemployment compensation law of a 
State which is certified for the taxable year as provided in section 1603. 

(2) The credit shall be permitted against the tax for the taxable year 
only for the amount of contributions paid with respect to such taxable 
year. 
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(3) Tlie credit against tlie tax for any taxable year shall be permitted 
only for contributions paid on or before the last day upon which the tax- 
payer is required under section 1604 to file a return for such year; except 
that credit shall be permitted for contributions paid after such last day, 
but such credit shall not exceed 90 per centum of the amount which would 
have been allowable as credit on account of such contributions had they 
been paid on or before such last day. 

(4) Upon the payment of contributions into the unemployment fund 
of a State which are required under the unemployment compensation law 
of that State with respect to remuneration on the basis of which, prior to 
such payment into the proper fund, the taxpayer erroneously paid an 
amount as contributions under another unemployment compensation law, 
the payment into the proper fund shall, for purposes of credit against the 
tax, be deemed to have been made at the time of the erroneous payment. 
If, by reason of such other law, the taxpayer was entitled to cease paying 
contributions with respect to services subject to such other law, the pay- 
ment into the proper fund shall, for purposes of credit against the tax, be 
deemed to have been made on the date the return for the taxable year was 
filed under section 1604. 

(5) Repealed. Feb. 25, 1944, 12:49 p. m., E. W. T., c. 63, § 601(b), 
58 Stat. 76. 

(b) Additional credit. In addition to the credit allowed under sub- 
section (a), a taxpayer may credit against the tax imposed by section 1600 
for any taxable year an amount, with respect to the unemployment com- 
pensation law of each State certified for the taxable year as provided in 
section 1602 (or with respect to any provisions thereof so certified), equal 
to the amount, if any, by which the contributions required to be paid by 
him with respect to the taxable year were less than the contributions such 
taxpayer would have been required to pay if throughout the taxable year 
he had been subject under such State law to the highest rate applied 
thereunder in the taxable year to any person having individuals in his 
employ, or to a rate of 2.7 per centum, whichever rate is lower. 

(c) liimit on total credits 

( 1 ) The total credits allowed to a taxpayer under this section shall not 
exceed 9 0 per centum of the tax against which such credits are allowable. 

(2) If an advance or advances have been made to the unemployment 
account of a State under subchapter XII of chapter 7 of Title 42, and if 
any balance of such advance or advances has not been returned to the Fed- 
eral unemployment account as provided in that subchapter before Decem- 
ber 1 of the taxable year, then the total credits (after other reductions 
under this section) otherwise allowable under this section for such taxable 
year in the case of a taxpayer subject to the unemployment compensation 
law of such State shall be reduced — 

(A) in the case of a taxable year beginning with the fourth consecutive 
January 1 on which such a balance of unreturned advances existed, by 
5 per centum of the tax imposed by section 1600 with respect to the wages 
paid by such taxpayer during such taxable year which are attributable to 
such State; and 

(B) in the case of any succeeding taxable year beginning with a con«» 
secutive January 1 on which such a balance of unreturned advances ex- 
isted, by an additional 5 per centum, for each such succeeding taxable 
year, of the tax imposed by section 1600 with respect to the wages paid by 
such taxpayer during such taxable year which are attributable to such 
State. 

For the purposes of this paragraph, wages shall be attributable to a par- 
ticular State if they are subject to the unemployment compensation law 
of the State, or (if not subject to the unemployment compensation law 
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of any State) if they are determined (under rules or regulations prescrib- 
ed by the Secretary) to be attributable to such State. 

(d) Befuud or credit. Refund or credit of the tax (including penalty 
and interest collected with respect thereto, if any), based on any credit 
allowable under this section, nxay be made in accordance with the provi- 
sions of law applicable in the case of erroneous or illegal collection of the 
tax (including statutes of limitations). No interest shall be allowed or 
paid on the amount of any such credit or refund. 53 Stat. 183, amended 
Aug. 10. 1939, c. 666, Title VI, § 609, 53 Stat. 1337; Feb. 25, 1944, 12:49 
p, m., B. W. T., c. 63, Title VI, § 601, 53 Stat. 76; Aug. 5, 1954, c. 657, 
§ 4, 68 Stat. 672. 

Historic&l Note 


1&64 Axaendmeat. Subsec. (c) amended 
by Act Aug. 5, 1954, to provide, under 
certain circumstances, for a reduction of 
the amount of credits computed and al- 
lowed under snbsecs. (a) and (b) of this 
section. 

1944 AmmdLment. Subsec. (a) (3) 

amended by Act Feb. 25, 1944, which 
omitted ‘‘but before July 1, next follow- 
ing such last day” preceding “but such 
credit”, and omitted the second sentence 
beginning “The preceding provisions”. 

Subsec. Cd> added by Act Feb. 25, 1944. 

1939 Amendment. Act Aug. 10, 1939, 
amended section generally. 

Credit for 1940, 1941, and 1942. Sec- 
tion 902(e) of Act Aug. 10, 1939, pro- 
vided: “Notwithstanding the provisions 
of section lCOl(a) (2) of the Internal 
Eevenue Code, as amended, credit shall 
bp permitted under such, section 1601, 
against the tax for the taxable year in 
which remuneration is paid for services 
rendered during a prior year, for the 
amounts of contributions with respect to 
such remuneration which have not been 
credited against the tax for any prior 
taxable year. Credit shall be permitted 
under this subsection only against the 
tax for the years 1940, 1941, and 1942, 
and only for contributions with respect 
to remuneration for services rendered 
after December 31, 1938.” 

Credit Against Federal UnemplojuLeiiit 
Taxes. Act Oct. 8, 1940, 11 p. m., E.S.T,, 
e. 757, Title VII, § 701, 54 Stat. 1017 (See 
26 U.S.C.AInternal Revenue Acts), con- 
tained provisions on this subject. How- 
ever, it was affected by Act Sept. 20, 1941, 
12:15 p. m., E.S.T , c. 412, Title VII, § 
701(c), 55 Stat. 726 (See 26 XJ S C.A.Itt- 
ternal Revenue Acts), and Act Feb. 25, 
1944, 12-49 p. m., c. 63, Title VI, 

§ 602, 58 Stat. 77, set out in note below. 

Act Feb. 25, 1944, 12:49 p. m., B.W.T., 
c. 63, Title VI. i 602, 58 Stat. 77, pro- 
vided : 

AlIOTiraaice of credit against tax 
lor 1936, 1937, fuid 1938. Against the tax 
imposfed by section 901 of the Social Se- 
curity Act for the calendar year 1936, 
1937, or 1938, any taxpayer shall be al- 
lowed credit (if credit is not allowable 
under section 902 of such Act) for the 
amount of contributions paid by him 
into an unemployment fund under a 
State law— 


“(1) Without regard to the date ol 

payment, to the extent hereinafter pro- 
vided in this subsection; 

“(2) Without regard to the date of 

payment, with respect to wages paid 

after September 19, 1939; 

“(3) Without regard to the date of 

payment, if the assets of the taxpayer 

were, at any time during the period 
August 11, 1939, to October 8, 1939, in- 
clusive, or the period October 9, 1940, to 
December 6, 1940, inclusive, or the period 
September 21, 1941 to November 18, 1941, 
inclusive, in the custody or control of a 
receiver, trustee, or other fiduciary ap- 
pointed by, or under the control of, a 
court of competent jurisdiction. 

“The provisions of the Social Security 
Act in force prior to February 11, 1939 
(except the provision limiting the credit 
to amounts paid before the date of fil- 
ing returns), shall apply to allowance of 
credit under this subsection; except that 
the amount of credit against the tax for 
the calendar year 1936, 1937, or 1938, for 
contributions paid after December 5^ 

1940, shall not (unless the credit is al- 
lowable on account of paragraph (2) or 
(3) exceed 90 percentum of the amount 
which would have been allowable as 
credit on account of such contributions 
had they been paid before the last day 
upon which the taxpayer was required 
under section 905 of such Act to file a 
return for such year. The terms used in 
this subsection shall have the same 
meaning as when used in title IX of such 
Act prior to February 11, 1939. The total 
credit allowable against the tax imposed 
by section 901 of such Act for the calen- 
dar year 1936, 1937, or 1938 shall not ex- 
ceed 90 per centum of such tax. 

‘*<b> Allowance of credit against tax 
for 1939, 1940, 1941, and 1942 wlietre as- 
sets in control of court. Against the tax 
imposed by the Federal Unemployment 
Tax Act for the calendar year 1939, 1940, 

1941, or 1942, any taxpayer shall be al- 
lowed credit for the amount of contribu- 
tions paid by Mm into an unemployment 
fund under a State law, without regard 
to the date of payment, if the assets of 
the taxpayer were, at any time during 
the period from the last day upon which 
the taxpayer was required under section 
1604 of the Federal Unemployment Tax 
Act to file a return of the tax against 
which credit is claimed to June 30 next 
following such last day, inclusive, or (in 
the case of credit against the tax for the 
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calendar year 1930) the period October 
9, 1940, to December 6, 1940, inclusiTe, 
or the period September 21, 1941, to No- 
rember 18, 1941, inclusiye, or (in the case 
of credit against the tax for the calendar 
year 1940) the period Septeinber 21, 1941, 
to November 18, 1941, inclosive, in the 
custody or control of a receiver, trustee, 
or other fiduciary appointed by, or un- 
der the control of a court of competent 
jurisdiction. The provisions of the Fed- 
eral Unemployment Tax Act (except sec- 
tion 1601(a) (3)), including such provi- 
sions as modified by section 902(e) of the 
Social Security Act Amendments of 1939, 
shall apply to allowance of credit under 
this subsection. The terms used in this 
subsection shall have the same meaning 
as when used in the Federal Unemploy- 
ment Tax Act. The total credit allow- 
able against the tax imposed by such 
Act for the calendar year 1939, 1940, 1941, 
or 1942 shall not exceed 90 per centum of 
such tax. 

“(c) Refund, Credit, or Abatemeii.t. 

“(1) Refund or credit of the tax (in- 
cluding penalty and interest collected 
with respect thereto, if any), based on 
any credit allowable under this section, 
may be made in accordance with the 
provisions of law applicable in the case 
of erroneous or illegal collection of the 
tax (including statutes of limitations). 
No interest shall be allowed or paid on 
the amount of any such credit or refund. 

“(2) Any claim for refund or credit, 
with respect to the tax (including pen- 
alty and interest collected with respect 
thereto, if any) imposed by section 901 
of the Social Security Act or section 1600 
of the Federal Unemployment Tax Act, 


based on credit for contributions, which 
has been disallowed prior to the date of 
enactment of this Act, the allowance of 
which would be considered erroneous 
under section 3774(b) or section 3775(b) 
of the Internal Revenue Code, shall nev- 
ertheless be allowable if otherwise al- 
lowable under this section or section 
1601 of the Federal Unemployment Tax 
Act. 

“(3) Notwithstanding the acceptance of 
an offer in compromise prior to the date 
of enactment of this Act with respect to 
any tax (or penalty or interest in con- 
nection therewith) imposed by section 
901 of the Social Security Act or section 
1600 of the Federal Unemployment Tax 
Act, any claim for refund, credit, or 
abatement with respect to the tax (in- 
cluding penalty and interest collected 
with respect thereto, if any) imposed by 
either of such Acts, based on credit for 
contributions, shall be allowable if other- 
wise allowable under this section or sec- 
tion 1601 of the Federal Unemployment 
Tax Act. 

•*(4) On and after the date of the en- 
actment of this Act no refund, credit, or 
abatement shall be allowed based on any 
credit allowable under section 701 of the 
Revenue Act of 1941.” 

Text of Amendatory Bovenne Acts. 
Complete original text of Revenue Acts 
amending this section, 1939 to date, see 
volumes “Title 26 — Internal Revenue 
Acts”. 

Xiegislative History; For legislative 
history and purpose of Act Aug. 5, 1954, 
see 1954 U S.Code Cong, and Adm.News, 
p. 2909. 


§ 1602. Conditions of additional credit allowance 

(a) State standards. A taxpayer sRall be allowed an additional credit 
under section 1601(b) with respect to any reduced rate of contributions 
permitted by a State law, only if the Federal Security Administrator finds 
that under such law — 

(1) No reduced rate of contributions to a pooled fund or to a partially 
pooled account, is permitted to a person (or group of persons) haying in- 
dividuals in his (or their) employ except on the basis of his (or their) 
experience with respect to unemployment or other factors bearing a direct 
relation to unemployment risk during not less than the three consecutive 
years immediately preceding the computation date; 

(2) No reduced rate of contributions to a guaranteed employment ac- 
count is permitted to a person (or a group of persons) having individuals 
in his (or their) employ unless (A) the guaranty of remuneration was 
fulfilled in the year preceding the computation date; and (B) the balance 
of such account amounts to not less than 2% per centum of that part of 
the pay roll or pay rolls for the three years preceding the computation 
date by which contributions to such account were measured; and (C) 
such contributions were payable to such acciount with respect to three 
years preceding the computation date; 

( 3 ) Such lower rate, with respect to contributions to a separate reserve 
account, is permitted only when (A) compensation has been payable from 
such account throughout the preceding calendar year, and (B) such ac- 
count amounts to not less than five thnes the largest amount of compensa- 
tion paid from such account within any one of the three preceding calen- 
dar years, and (C) such account amounts to not less than 7% per centum 
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of the total wages payable by Mm (plus the total wages payable by any 
other employers who may be contributing to such account) with respect 
to employment in such State in the preceding calendar year. 

(4) Effective January 1, 1942, paragraph (3) of this subsection is 
amended to read as follows: 

'*{3} No reduced rate of contributions to a reserve account is permitted 
to a person (or group of persons) having individuals in his (or their) em- 
ploy unless (A) compensation has been payable from such account 
throughout the year preceding the computation date, and (B) the balance 
of such account amounts to not less than five times the largest amount of 
compensation paid from such account within any one of the three years 
preceding such date, and (C) the balance of such account amounts to not 
less than 2 ^/^ per centum of that part of the pay roll or pay rolls for the 
three years preceding such date by which contributions to such account 
were measured, and (D) such contributions were payable to such account 
with respect to the three years preceding the computation date.” 

(b ) [Certification by the Secretary of Labor with respect to additional 
credit aUowance.] i (1) On December 31 in each taxable year, the Sec- 
retary of Labor shall certify to the Secretary of the Treasury the law of 
each State (certified with respect to such year by the Secretary of Labor 
as provided in section 1603) with respect to which he finds that reduced 
rates of contributions were allowable with respect to such taxable year 
only in accordance with the provisions of subsection (a) of this section. 

(2) If the Secretary of Labor finds that under the law of a single 
State (certified by the Secretary of Labor as provided in section 1603) 
more than one type of fund or account is maintained, and reduced rates 
of contributions to more than one type of fund or account were allowable 
With respect to any taxable year, and one or more of such reduced rates 
were allowable under conditions not fulfilling the requirements of subsec- 
tion (a) of this section, the Secretary of Labor shall, on December 31 of 
such taxable year, certify to the Secretary of the Treasury only those pro- 
visions of the State law pursuant to which reduced rates of contributions 
were allowable with respect to such taxable year under conditions fulfilling 
the requirements of subsection (a) of this section, and shall, in connection 
therewith, designate the hind of fund or account, as defined in subsection 
(c) of this section, established by the provisions so certified. If the Sec- 
retary of Labor finds that a part of any reduced rate of contributions pay- 
able under such law or under such provisions is required to be paid into 
one fund or account and a part into another fund or account, the Secretary 
of Labor shall make such certification pursuant to this paragraph as he 
finds will assure the allowance of additional credits only with respect to 
that part of the reduced rate of contributions which is allowed under pro- 
visions which do fulfill the requirements of subsection (a) of this section. 

(3) The Secretary of Labor shall, within thirty days after any State 
law is submitted to him for such purpose, certify to the State agency his 
findings with respect to reduced rates of contributions to a type of fund 
or account, as defined in subsection (c) of this section, which are allowa- 
ble under such S.ute law only in accordance with the provisions of sub- 
section (a) of this section. After making such findings, the Secretary of 
Labor shall not withhold his certification to the Secretary of the Treasury 
of such State law, or of the provisions thereof with respect to which such 
findings were made, for any taxable year pursuant to paragraph (1) or 
(2) of this subsection unless, after reasonable notice and opportunity for 
hearing to the State agency, the Secretary of Labor finds the State law no 
Jonger contains the provisions specified in subsection (a) of this section or 
the State has, with respect to such taxable year, failed to comply substan- 
tially with any such provision. 
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(c) Befinitioiis. As used in this section— 

(1) Reserve account. The term "reserve account" means a separate 
account in an unemplosnnent fund, maintained with respect to a person 
(or group of persons) having indiTiduals in his (or their) employ, from 
which account, unless such account is exhausted, is paid all and only com- 
pensation payable on the basis of services performed for such person (or 
for one or more of the persons comprising the group). 

(2) Fooled fund. The term “pooled fund“ means an unemployment 
fund or any part thereof (other than a reserve account or a guaranteed 
employment account) into which the total contributions of persons con- 
tributing thereto are payable, in which all contributions are mingled and 
undivided, and from which compensation is payable to all individuals eli- 
gible for compensation from such fund. 

(3) Partially pooled account. The term “partially pooled account" 
means a part of an unemployment fund in which part of the fund all con- 
tributions thereto are mingled and undivided, and from which part of the 
fund compensation is payable only to Individuals to whom compensation 
would be payable from a reserve account or from a guaranteed employ- 
ment account but for the exhaustion or termination of such reserve ac- 
count or of such guaranteed employment account. Payments from a re- 
serve account or guaranteed employment account into a partially pooled 
account shall not be construed to be inconsistent with the provisions of 
paragraph (1) or (4) of this subsection. 

(4) Guaranteed employment account. The term “guaranteed employ- 
ment account’* means a separate account, in an unemployment fund, 
maintained with respect to a person (or group of persons) having individ- 
uals in his (or their) employ who, in accordance with the provisions of the 
State law or of a plan thereunder approved by the State agency, 

(A) guarantees in advance at least thirty hours of work, for which 
remuneration will be paid at not less than stated rates, for each of forty 
weeks (or if more, one weekly hour may be deducted for each added week 
guaranteed) in a year, to all the individuals who are in his (or their) em- 
ploy in, and who continue to be available for suitable work in, one or 
more distinct establishments, except that any such individual’s guaranty 
may commence after a probationary period (included within the eleven 
or less consecutive weeks immediately following the first week in which 
the individual renders services), and 

(B) gives security or assurance, satisfactory to the State agency, for 
the fulfillment of such guaranties, from which account, unless such ac- 
count is exhausted or terminated, is paid all and only compensation, pay- 
able on the basis of services performed for such person (or for one or more 
of the persons comprising the group), to any such individual whose guar- 
anteed remuneration has not been paid (either pursuant to the guaranty 
or from the security or assurance provided for the fulfillment of the guar- 
anty) , or whose guaranty is not renewed and who is otherwise eligible for 
compensation under the State law. 

(5) Year. The term “year" means any twelve consecutive calendar 
months. 

(ft) Balance. The term “balance", with respect to a reserve account 
or a guaranteed employment account, means the amount standing to the 
credit of the account as of the computation date; except that, if subse- 
quent to January 1, 1940, any moneys have been paid into or credited to 
such account other than payments thereto by persons having Individuals 
in their employ, such term shall mean the amount in such account is of 
the computation date less the total of such other moneys paid Into or 
credited to such account subsequent to January 1, 1940. 
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(7) Computation date. The term “computation date” means the date, 
occurring against once in each calendar year and within twenty-seTen 
weeks prior to the eJKective date of new rates of contributions, as of which 
such rates are computed. 

(8) Eeduced rate. The term '‘reduced rate” means a rate of contribu- 
tions lower than the standard rate applicable under the State law, and the 
term “standard rate** means the rate on the basis of which variations 
therefrom are computed. 

(d) Voluntary contributions. A State law may, without being deemed 
to violate the standards set forth in subsection (a), permit voluntary con- 
tributions to be used in the computation of reduced rates if such contribu- 
tions are paid prior to the expiration of one hundred and twenty days 
after the beginning of the year for which such rates are effective, or prior 
to January 1, 1948, whichever date is the later. 53 Stat. 184, amended 
Aug 10. 1939, c. 666, Title VI, § 610, 53 Stat. 1388; 1946 Reorg. Plan 
No. 2, § 4, eff. July 16, 1946, 11 F.R. 7873, 60 Stat. 1095; July 24, 1947, 
c. 309, § 1, 61 Stat. 416; 1949 Reorg. Plan No. 2, § 1, eff. Aug. 19, 1949, 
14 F.R. 5225, 63 Stat. 1065. 

1 Catchline bas been changed to conform to transfer of functions from Federal Se- 
curity Administrator to Secretary of Labor. 


Historical Note 


1947 Amendment. Subsec. (d) added 
by Act July 24, 1947. 

1939 Amendment. Act Aug. 10, 1939, 
amended section generally. 

Effective Date of 1947 Amendment. 
Section 2 of Act July 24, 1947, provided: 
“The amendment made by section 1 [add- 
ing subsec. (d) to this section] shall be 
applicable only with respect to taxable 
years beginning after December 31, 1945/* 

Transfer of Fniictions. Functions of 
the Federal Security Administrator with 
respect to unemployment compensation 
and his functions under sections 1600- 
1611 of I.R.C.1939 were transferred to the 
Secretary of Labor by 1949 Reorg.Plan 
No. 2, § 1, eff. Aug. 19, 1949, 14 F.B. 5225, 
63 Stat. 1085. See note set out under 
section. 133z-15 of Title 5, Executive De- 
partments and Government Officers and 
Employees. 


Said section 1 of 1949 Reorg Plan. No. 2 
also provided that the functions trans- 
ferred by this section shall be performed 
by the Secretary of Labor or, subject 
to Ms direction and control, by such offi- 
cers, agencies, and employees of the 
Department of Labor as he shall desig- 
nate. 

“Federal Security Administrator” was 
substituted for “Board” by 1046 Reorg. 
Flan No. 2, cited to text. See note under 
section 902 of Title 42, The Public Health 
and Welfare. 

Text of Amendatory Revenue Acts. 
Complete original text of Revenue Acts 
amending this section, 1939 to date, 
see volumes “Title 26 — Internal Revenue 
Acts’*. 

CongxesBional Comment: For legisla- 
tive history and purpose of Act July 24, 
1947, see 1947 tJ.S.Code Cong.Service, p. 
1350. 


§ 1603. Approval of State laws 

(a) Requirements. The Secretary of Labor shall approve any State 
law submitted to him, within thirty days of such submission, which he 
finds provides that — 

(1) All compensation is to be paid through public employment offices 
or such other agencies as the Secretary of Labor may approve; 

(2) No compensation shall be payable with respect to any day of un- 
employment occurring within two years after the first day of the first 
period with respect to which contributions are required; 

(3) All money received in the unemployment fund shall (except for 
refunds of sums erroneously paid into such fund and except for refunds 
paid in accordance with the provisions of section 160 6(b)) Immediately 
upon such receipt be paid over to the Secretary of the Treasury to the 
credit of the Unemployment Trust Fund established by section 1104 of 
Title 42; 

(4) All money withdrawn from the unemployment fund of the State 
shall be used solely in the payment of unemployment compensation, exMu- 
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give of expenses of administration, and for refunds of sums erroneously 
paid into such, fund and refunds paid in accordance with the provisions 
of section 1606(b): Provided., That an amount equal to the amount of 
employee payments into the unemployment fund of a State may be used 
in the payment of cash benefits to individuals with respect to their dis- 
ability, exclusive of expenses of administration: Provided further. That 
the amounts specified by section 1103(c) (2) of Title 42 may, subject 
to the conditions prescribed in such section, be used for expenses incurred 
by the State for administration of its unemployment compensation law 
and public employment offices; 

(5) Compensation shall not be denied in such State to any other- 
wise eligible individual for refusing to accept new work under any of 
the following conditions: (A) If the position offered is vacant due 
directly to a strike, lockout, or other labor dispute; (B) if the wages, 
hours, or other conditions of the work offered are substantially less 
favorable to the individual than those prevailing for similar work In the 
locality; (C) if as a condition of being employed the individual would 
be required to join a company union or to resign from or refrain from 
joining any bona fide labor organization; 

(6) All the rights, privileges, or immunities conferred by such law 
or by acts done pursuant thereto shall exist subject to the power of the 
legislature to amend or repeal such law at any time. 

(b) Notification. The Secretary of Labor shall, upon approving such 
law, notify the Governor of the State of his approval. 

(c) Certification. On December 31 of each taxable year the Secretary 
of Labor shall certify to the Secretary each State whose law it has 
previously approved, except that it shall not certify any State which, 
after reasonable notice and opportunity for hearing to the State agency, 
the Secretary of Labor finds has amended its law so that it no longer con- 
tains the provisions specified in subsection (a) or has with respect to such 
taxable year failed to comply substantially with any such provision and 
such finding has become effective. Such finding shall become effective 
on the ninetieth day after the Governor of the State has been notified 
thereof unless the State has before such ninetieth day so amended its 
law that it will comply substantially with the Secretary of Labor’s inter- 
pretation of the provision of subsection (a), in which event such finding 
shall not become effective. No finding of a failure to comply substan- 
tially with the provision in State law specified in paragraph (5) of sub- 
section (a) shall be based on an application or interpretation of State 
law with respect to which further administrative or judicial review is pro- 
vided for under the laws of the State. 

(d) Notice of iioii~certification. If, at any time during the taxable 
year, the Secretary of Labor has reason to believe that a State whose 
law he has previously approved, may not be certified under subsection (c), 
he shall promptly so notify the Governor of such State. 63 Stat. 186, 
amended Aug. 10, 1939, c. 666, Title VI, § 611, 53 Stat. 1391; 1946 
Reorg.Plan No. 2, § 4, eff. July 16, 1946, 11 F.R. 7873, 60 Stat. 1095; 
Aug. 10, 1946, c. 951, Title IV, § 416(a), 60 Stat. 991; 1949 Reorg. 
Plan No. 2, § 1, eff. Aug. 19, 1949, 14 F.R. 5225, 63 Stat. 1065; Aug. 28, 
1950, c. 809, Title IV, § 405(a), 64 Stat. 660; Aug. 5, 1954, c. 657, § 5 
(a) (2), 68 Stat. 673. 


Historical Note 


1954 Ajaaenidiiieiit. Subsec (a) (4) 

amended by Act Aug. 5, 1954, to serve 
the dual purpose of permitting the use 
of credited funds for administrative pur- 
poses and to impose a sanction for viola- 
tions of such lisa 


1950 AmendmeiLt. 3ubsec. (c) amend- 
ed by Act Aug. 2S, 1950, which substi- 
tuted “u-mauded its lavr^^ for ^‘changed its 
law”, and. added at ^d thereof the words 
**aiid suc^ findh^ * • * of the State”. 
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1046 Aineiidmeiit. Sal) sec. {a) f4) 
amended by Act Aug. 10, 1946, wMcli 
added tbe proviso allowing payment oi 
disability benefits. 

1030 Araerndmeiit, Snbsec (a) (1). 3, 4 
amended by Art Aug. 10, 1930, as follows: 
In par (1) omitted ‘'in tbe State^’ follow- 
ing “offices”; m ps-r* (3) inserted words 
in parenthesis preceding “immediately” 
and substituted “section 1104 of Title 42” 
for “section 904 of the Social Seenrity 
Act. 49 Stat. 640 (TJ.S.C., Title 42, § 1104)”; 
and in par, (4) substituted “unemploy- 
ment fund of the State” for “Unemploy- 
ment Trust Fund by the State Agency,” 
and added provisions for refunds. 

Tjca-nsfcar of JPnnctSons. Functions of 
Federal Security Administrator with re- 
spect to nnemployment compensation and 
Ms functions under sections 1600-1611 of 
I.E.C.1039 were transferred to the Secre- 


tary of Labor by 1949 Beorg.FIaa No. 2, 
I 1, effi Aug, 19, 1949, 14 F.E. 5225, 63 
Stat. 1065. See note set oat under section 
1602 of I.B.C.1930 

“Federal Security Administrator” was 
substituted for “Social Security Board” 
by 1946 Eeorg.Plan. No, 2, See note 
under section 902 of Title 42, The Public 
Health and Welfare. 

Text of Amendatory Bevcnu® Acts. 
Complete original text of Revenue Acts 
amending tMs section, 1939 to date, 
see volumes “Title 26~Internal Revenue 
Acts”. 

Legislative History and Congressiojoal 
Comment: For legislative history and 
purpose of Act Aug. 5, 1954, see 1954 XT.S. 
Code Cong, and Adm. News, p 2969. See, 
also, Acts Aug. 28, 1950, 1950 U.S.Code 
Cong.Service; p. 3287 ; Aug. 10, 1946, 1946 
U.B.Code Cong.Service, p, 1510. 


§ 1604. Betunis 

<a) Bequirement. Not later than January SI, nest following the 
close of the taxable year, each employer shall make a return of the tax 
under this subchapter for such taxable year. Bach such return shall 
he made under oath, shall be filed with the collector for the district in 
which is located the principal place of business of the employer, or, 
if he has no principal place of business in the United States, then with 
the collector at Baltimore, Maryland, and shall contain such information 
and be made in such manner as the Commissioner, with the approval of 
the Secretary, may by regulations prescribe. 

(b) Extension of thne for filing. The Commissioner may extend the 
time for filing the return of the tax imposed by this subchapter, under 
such rules and regulations as he may prescribe with the approval of the 
Secretary, but no such extension shall be for more than ninety days. 

(c) Publicity. Beturns filed under this subchapter shall be open to 
inspection in the same manner, to the same extent, and subject to the 
same provisions of law, including penalties, as returns made under chap- 
ter 1, except that paragraph (2) of subsections (a), (b) and (f) of section 
55 shall not apply. 63 Stat. 18S, amended Aug. 10, 1939, c. 666, Title VI, 
§ 612, 53 Stat. 1391. 


Historical Note 


1930 Amendineiiit. Snbsec. (b> amended 
by Act Aug. 10, 1939, which authorized 
extension of tune for ninety instead of 
sixty days. 


Text of Amendatory Hevenue Acts. 
Complete original text of Revenue Acta 
amending this section, 1939 to date, 
see volumes “Title 26 — ^Internal Revenue 
Acts”. 


§ 1605. Payment of taxes 

(a) Administration. The tax imposed by this suhchapter shall be 
collected by the Bureau of Internal Revenue under the direction of 
the Secretary and shall be paid Into the Treasury as internal-revenue 
collections. 

(b) Addition to tax in case of delinquency. If the tax Is not paid 
when due, there shall be added as part of the tax interest at the rate of 
6 per centum per annum from the date the tax became due until paid. 

(c) Installment payments. The taxpayer may elect to pay the tax in 
four equal installments instead of in a single payment, in which case 
the first installment shall be paid not later than the last day prescribed 
for the filing of returns, the second installment shall be paid on or before 
the last day of the third month, the third installment on or before the 
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last day of the sixth month, and the fourth instailment on or before 
the last day of the ninth month, after such last day. If the tax or any 
installment thereof is not paid on or before the last day of the period 
fixed for its payment, the whole amount of the tax unpaid shall he paid 
upon notice and demand from the collector. 

(d) Extension of time for payment. At the request of the taxpayer 
the time for pa 3 nnent of the tax or any installment thereof may he extended 
under regulations prescribed by the Commissioner with the approval 
of the Secretary, for a period not to exceed six months from the last day 
of the period prescribed for the payment of the tax or any installment 
thereof. The amount of the tax in respect of which any extension is 
granted shall be paid (with interest at the rate of one-half of 1 per centum 
per month) on or before the date of the expiration of the period of the 
extension. 

(e) Fractional parts of a cent. In the payment of any tax under this 
subchapter a fractional part of a cent shall be disregarded unless it 
amounts to one-half cent or more, in which case it shall be increased 
to 1 cent. 58 Stat. 186. 

§ 1606. Interstate commerce and Federal instrumentalities 

(a) No person required under a State law to make payments to an 
unemployment fund shall be relieved from compliance therewith on the 
ground that he is engaged in interstate or foreign commerce, or that 
the State law does not distinguish between employees engaged in inter- 
state or foreign commerce and those engaged in intrastate commerce. 

(b) The legislature of any State may require any instrumentality of 
the United States (except such as are (A) wholly owned by the United 
States, or (B) exempt from the tax imposed by section 1600 by virtue 
of any other provision of law), and the individuals in its employ, to make 
contributions to an unemployment fund under a State unemployment com- 
pensation law approved by the Secretary of Labor under section 1603 
and (except as provided in section 5240 of the Revised Statutes, as 
amended, and as modified by subsection (c) of this section) to comply 
otherwise with such law. The permission granted in this subsection shall 
apply (1) only to the extent that no discrimination is made against 
such instrumentality, so that if the rate of contribution is uniform upon 
all other persons subject to such law on account of having individuals in 
their employ, and upon all employees of such persons, respectively, the 
contributions required of such instrumentality or the Individuals in its 
employ shall not be at a greater rate than is required of such other persons 
and such employees, and if the rates are determined separately for dif- 
ferent persons or classes of persons having individuals in their employ or 
for different classes of employees, the determination shall be based solely 
upon unemployment experience and other factors bearing a direct relation 
to unemployment risk, and (2) only if such State law makes provision 
for the refund of any contributions required under such law from an 
instrumentality of the United States or its employees for any year in the 
event said State is not certified by the Secretary of Labor under section 
1603 with respect to such year. 

(c) Nothing contained in section 5240 of the Revised Statutes, as 
amended, shall prevent any State from requiring any national banking 
association to render returns and reports relative to the association's 
employees, their remuneration and services, to the same extent that other 
persons are required to render like returns and reports under a State 
law requiring contributions to an unemployment fund. The Comptroller 
of the Currency shall, upon receipt of a copy of any such return or report 
of a national banking association from, and upon request of, any duly 
authorized official, body, or commission of a State, cause an examination 
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of the correctness of such return or report to be made at the time of 
the next succeeding examination of such association, and shall thereupon 
transmit to such official, body, or commission a complete statement of 
his findings respecting the accuracy of such returns or reports. 

(d) No person shall he relieved from compliance with a State unem- 
ployment compensation law on the ground that services were performed 
on land or premises owned, held, or possessed by the United States, and 
any State shall have full jurisdiction and power to enforce the provisions 
of such law to the same extent and with the same effect as though such 
place were not owned, held, or possessed by the United States. 

(e) The legislature of any State may, with respect to service to be 
performed after December 31, 1945, and before January 1, 1955, by a 
laborer, mechanic, or workman, in connection with construction work or 
the operation and maintenance of electrical facilities, as an employee per- 
forming service for the Bonneville Power Administrator (hereinafter 
called the Administrator), require the Administrator, who for the purposes 
of this subsection is designated an instrumentality of the United States, 
and any such employee, to make contributions to an unemployment fund 
under a State unemployment compensation law approved by the Secretary 
of Labor under section 1603 and to comply otherwise with such law. Such 
permission is subject to the conditions imposed by subsection (b) of 
this section upon permission to State legislatures to require contributions 
from instrumentalities of the United States. The Administrator is au- 
thorized and directed to comply with the provisions of any applicable 
State unemployment compensation law on behalf of the United States as 
the employer of individuals whose service constitutes employment under 
such law by reason of this subsection. 

(f) The legislature of any State in which a person maintains the 
operating office, from which the operations of an American vessel operating 
on navigable waters within or within and without the United States are 
ordinarily and regularly supervised, managed, directed and controlled, 
may require such person and the officers and members of the crew of such 
vessel to make contributions to its unemployment fund under its State 
unemployment compensation law approved by the Secretary of Labor 
(or approved by the Social Security Board prior to July 16, 1946) under 
section 1603 and otherwise to comply with its unemployment compensa- 
tion law with respect to the service performed by an officer or member 
of the crew on or in connection with such vessel to the same extent and 
with the same effect as though such service was performed entirely within 
such State. Such person and the officers and members of the crew of such 
vessel shall not be required to make contributions, with respect to such 
service, to the unemployment fund of any other State. The permission 
granted by this subsection is subject to the condition that such service 
shall be treated, for purposes of wage credits given employees, like other 
service subject to such State unemployment compensation law performed 
for such person in such State, and also subject to the same limitation, 
with respect to contributions required from such person and from the 
officers and members of the crew of such vessel, as is imposed by the 
second sentence (other than clause (2) thereof) of subsection (b) of 
this section with respect to contributions required from instrumentalities 
of the United States and from individuals in their employ. 

(g) The permission granted by subsection (f) of this section shall 
apply in the same manner and under the same conditions (including the 
obligation to comply with all requirements of State unemployment com- 
pensation laws) to general agents of the Secretary of Commerce with 
respect to service performed on or after July 1, 1953, by officers and 
members of the crew on or in connection with American vessels (1) owned 
by or bareboat chartered to the United States, and (2) whose business 
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is conducted by such general agents. As to any sucb vessel, tbe State* 
permitted to require contributions on account of such service sball be 
tbe State to which the general agent would make contributions if the 
vessel were operated for his own account. Such general agents are design 
nated, for this purpose, instrumentalities of the United States not wholly 
owned by it and shall not be exempt from the tax imposed by section 
1600. The permission granted by this subsection is subject to the same 
conditions and limitations as are imposed in subsection (f) of this section, 
except that clause (2) of the second sentence of subsection (b) of this 
section shall apply. 

(h) Any State may, as to service performed on or after July 1. 195S, 
and on account of which contributions are made pursuant to subsection 
(g) of this section, (1) require contributions from persons performing 
such service under its unemployment compensation law or temporary dis- 
ability insurance law administered in connection therewith, and (2) re- 
quire general agents of the Secretary of Commerce to make contributions 
under such temporary disability insurance law and to make such deduc- 
tions from wages or remuneration as are required by such unemployment 
compensation or temporary disability insurance law. 

(i) Each general agent of the Secretary of Commerce making contribu- 
tions pursuant to subsection (g) or (h) of this section shall, for the pur- 
poses of such subsections, be considered a legal entity in his capacity 
as an instrumentality of the United States, separate and distinct from his 
identity as a person employing individuals on his own account. 53 Stat. 
187, amended Aug. 10, 1939, c. 666, Title VI, § 613, 53 Stat. 1391; 
Oct. 23, 1945, c. 433, § 7(c), 59 Stat. 549; 1946 Reorg.Plan No. 2, § 4,, 
eff. July 16, 1946, 11 F.R. 7873, 60 Stat. 1095; Aug. 10, 1946, c. 951,. 
Title III, § 301 (a), 60 Stat. 981; 1949 Reorg.Plan No. 2, § 1, eff. Aug. 
19, 1949, 14 P.R. 5225, 63 Stat. 1065; Aug. 5, 1953, c. 329, § 1, 67 Stat. 
386; Sept. 1, 1954, c. 1212, § 4(b), 68 Stat. 1135. 


Historical Note 


Befeorences in Text. Section 5240 of tbe 
Revised Statutes, as amended, referred to 
in subsecs, (b) and (c), is classified to 
sections 481-4S6 of Title 12, Banks and 
Banking. 

1954 Amendment. Sub sec. (e) amended 
by Act Sept. 1, 1054, to insert “and before 
January 1, 1955” following “December 
31, 1945”. 

1963 Amendment. Subsees. (g), (b) and 
(i) added by Act Aug. 5, 1953. 

1946 Amendment. Subsec. (f) added by 
Act Aug. 10, 1946. 

1945 Amendment. Subsec. (e) added by 
Act Oct 23, 1945. 

1939 Amendment. Subsecs, (b), (c), 

(d) added and original section made sub- 
sec. (a) by Act Aug. 10, 1939. 

X/fiTective Date of 1953 Amendment. 
Section 4 of Act Aug, 5, 1953 provided 
that tbe amendments of sections 1606 and 
1607 made by sucb Act should take ef- 
fect as of July 1, 1963. 

SaYing Clause; Effect of Subsec, (f) on 
State laws. Section 301(b) of Act Aug 
10, 1046, provided that tbe amendment 
effected by tbe addition of subsec. (f) to 
this section shall not operate, prior to 
January 1, 1948, to invalidate any pro- 
vision, in effect on August 10, 1946, in 


any State unemployment compensation 
law. 

Transfer of Fanctions. Functions of 
Federal Security Administrator with re- 
spect to unemployment compensation and 
his functions under sections 1600-1611 of 

1. R.C.1939 were transferred to the Secre- 
tary of Labor by 1949 Reorg. Plan No. 

2. See note set out under section 1602 of 
I.R C 1939. 

“Federal Security Administrator” was 
substituted for “Board” by 1946 Reorg. 
Plan No. 2. See note under section 902 
of Title 42, The Public Health and Wel- 
fare. 

Exception as to Transfer of Functioua. 
Functions vested by any provision of 
law in the Comptroller of tbe Currency, 
referred to in this section, were not in- 
cluded in the transfer of functions of 
officers, agencies and employees of tbe 
Department of tbe Treasury to the Sec- 
retary of tbe Treasury, made by 1950 
Reorg. Plan No. 26, | 1, July 31, 
1950, 15 F.R. 4935, 64 Stat. 1280, set out 
in note preceding section 1 of I.R.C.1939. 

liimitatlou on 1953 Ammdiiiont. Sec- 
tion 3 of Act Aug. 6, 1953, provided: 
“Nothing in tbe amendments made by 
this Act [to seetloiis 1606 and 1607 of 
I.R.C.1939J sbAll be construed m cant- 
stltuting officers and members of tbs» 
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crew of American vessels (1) owned by or 
bareboat chartered to the United States 
and (2) whose business is conducted by 
general agents of the Secretary of Com- 
merce employees of such general agents 
except for the purposes of State unem- 
ploy rnent compensation and temporary 
disability insurance laws and the Fed- 
eral Unemployment Tax Act [this sub- 
chapter}*’. 

Text of Ameoidatory Kevonne Acts. 

Complete original text of Revenue Acts 

§ 1607, Definitions 

When used in this subchapter — 

(a) Employer. The term “employer” does not Include any person 
unless on each of some twenty days during the taxable year, each day 
being in a different calendar weeh, the total number of individuals who 
were employed by him in employment for some portion of the day 
{whether or not at the same moment of time) was eight or more. 

(b) Wages. The term “wages” naeans all remuneration for employ- 
ment, including the cash value of all remuneration paid in any medium 
other than cash; except that such term shall not include — 

(1) That part of the remuneration which, after remuneration (other 
than remuneration referred to in the succeeding paragraphs of this sub- 
section) equal to $3,000 with respect to employment has been paid to an 
Individual by an employer during any calendar year, is paid to such in- 
dividual by such employer during such calendar year. If an employer 
(hereinafter referred to as successor employer) during any calendar year 
acquires substantially all the property used in a trade or business of an- 
other employer (hereinafter referred to as a predecessor), or used in a 
separate unit of a trade or business of a predecessor, and immediately 
after the acquisition employs in his trade or business an individual who 
immediately prior to the acquisition was employed in the trade or busi- 
ness of such predecessor, then, for the purpose of determining whether 
the successor employer has paid remuneration (other than remuneration 
referred to in the succeeding paragraphs of this subsection) with respect 
10 employment equal to $3,000 to such individual during such calendar 
year, any remuneration (other than remuneration referred to in the suc- 
ceeding paragraphs of this subsection) with respect to employment paid 
(or considered under this paragraph as having been paid) to such indi- 
vidual by such predecessor during such calendar year and prior to such 
acquisition shall be considered as having been paid by such successor em- 
ployer; 

(2) The amount of any payment (including any amount paid by an em- 
ployer for insurance or annuities, or into a fund, to provide for any such 
payment) made to, or on behalf of, an employee or any of his depend- 
ents under a plan or system established by an employer which makes pro- 
vision for his employees generally (or for his employees generally and 
their dependents) or for a class or classes of his employees (or for a class 
or classes of his employees and their dependents), on account of (A) re- 
tirement, or (B) sickness or accident disability, or (C) medical or hospi- 
talization expenses in connection with sickness or accident disability, or 
(D) death; 

(3) Any payment made to an employee (including any amount paid by 
an employer for insurance or annuities, or into a fund, to provide for 
any such payment) on account of retirement; 

(i) Any payment on account of sickness or accident disability, or med- 
ical or hospitalization expenses in connection with sickness or accident dis- 
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ability, made by an employer to, or on behalf of, an employee after the 
expiration of six calendar months following the last calendar month in 
which the employee worked for such employer; 

( 5 ) Any payment made to, or on behalf of, an employee or his bene- 
ficiary (A) from or to a trust exempt from tax under section 165(a) at 
the time of such payment unless such payment is made to an employee 
of the trust as remuneration for services rendered as such employee 
and not as a beneficiary of the trust, or (B) under or to an annuity plan 
which, at the time of such payment, meets the requirements of section 
165(a) (3), (4), (5), and (6); 

(6) The payment by an employer (without deduction from the remu- 
neration of the employee) (A) of the tax imposed upon an employee un- 
der section 1400, or (B) of any payment required from an employee un- 
der a State unemployment compensation law; 

( 7 ) Remuneration paid in any medium other than cash to an employee 
for service not in the course of the employer’s trade or business; 

(8) Any payment (other than vacation or sick pay) made to an em- 
ployee after the month in which he attains the age of sixty-five, if he did 
not work for the employer in the period for which such payment is made. 

(c) Employment. The term ‘‘employment” means any service per- 
formed prior to July 1, 1946, which was employment as defined in this 
section as in effect at the time the service was performed; and any 
service, of whatever nature, performed after June 30, 1946, by an employee 
for the person employing him, irrespective of the citizenship or residence 
of either, (A) within the United States, or (B) on or in connection with 
an American vessel under a contract of service which is entered into 
within the United States or during the performance of which the vessel 
touches at a port in the United States, if the employee is employed on and 
in connection with such vessel when outside the United States, except — 

(1) Agricultural labor (as defined in subsection (?) ) ; 

(2) Domestic service in a private home, local college club, or local 
chapter of a college fraternity or sorority; 

(3) Service not in the course of the employer’s trade or business per- 
formed in any calendar quarter by an employee, unless the cash remuner- 
ation paid for such service is $50 or more and such service is performed 
by an individual who is regularly employed by such employer to perform 
such service. For the purposes of this paragraph, an individual shall 
he deemed to be regularly employed by an employer t niing a calendar 
quarter only if (A) on each of some twenty-four days during such quar- 
ter such individual performs for such employer for some portion of the 
day service not in the course of the employer’s trade or business, or (B) 
such individual was regularly employed (as determined under clause (A) ) 
by such employer in the performance of such service during the preceding 
calendar quarter; 

(4) Service performed on or in connection with a vessel not an Amer- 
ican vessel by an employee, if the employee is employed on and in con- 
nection with such vessel when outside the United States; 

(5) Service performed by an individual in the employ of his son, 
daughter, or spouse, and service performed by a child under the age of 
twenty-one in the employ of his father or mother; 

(6) Service performed in the employ of the United States Government 
or of an instrumentality of the United States which is (A) wholly owned 
by the United States, or (B) exempt from the tax imposed by section 
1600 by virtue of any other provision of law; 

(7) Service performed in the employ of a State, or any poli;ti<^al sub- 
division thereof, or any instrumentality of any one or more of the fore- 
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fToing wMcli is wholly owned by one or more States or political sub- 
divisions; and any service performed in the employ of any instru- 
mentality of one or more States or political subdivisions to the extent 
that the instrumentality is, with respect to such service, immune under 
the Constitution of the United States from the tax imposed by section 
1600; 

(8) Service performed in the employ of a corporation, community 
chest, fund, or foundation, organized and operated exclusively for 
religious, charitable, scientific, literary, or educational purposes, or 
for the prevention of cruelty to children or animals, no part of the net 
earnings of which inures to the benefit of any private shareholder or 
individual, and no substantial part of the activities of which is carrying 
on propaganda, or otherwise attempting, to influence legislation; 

(9) Service performed by an individual as an employee or employee 
representative as defined in section 351 of Title 45; 

(10) (A) Service performed in any calendar quarter in the employ of 
any organization exempt from income tax under section 101, if — 

(i) the remuneration for such service is less than $50, or 

(11) such service is in connection with the collection of dues or 
premiums for a fraternal beneficiary society, order, or association, and 
is performed away from the home ofidce, or is ritualistic service in 
connection with any such society, order, or association, or 

(ill) such service is performed by a student who is enrolled and 
is regularly attending classes at a school, college, or university; 

(B) Service performed in the employ of an agricultural or horticultural 
organization exempt from income tax under section 101(1); 

(C) Service performed in the employ of a voluntary employees' 
beneficiary association providing for the payment of life, sick, accident, 
or other benefits to the members of such association or their dependents, 
if (i) no part of its net earnings inures (other than through such pay- 
ments) to the benefit of any private shareholder or individual, and (ii) 
85 per centum or more of the income consists of amounts collected from 
members for the sole purpose of making such payments and meeting 
expenses; 

(D) Service performed in the employ of a voluntary employees' 
beneficiary association providing for the payment of life, sick, accident, 
or other benefits to the members of such association or their dependents 
or their designated beneficiaries, if (1) admission to membership in such 
association is limited to individuals who are officers or employees of the 
United States Government, and (ii) no part of the net earnings of such 
association inures (other than through such payments) to the benefit of 
any private shareholder or individual; 

(E) Service performed in the employ of a school, college, or university, 
not exempt from income tax under section 101, if such service is per- 
formed by a student who is enrolled and is regularly attending classes at 
such school, college, or university; 

(11) Service performed in the employ of a foreign government 
(including service as a consular or other officer or employee or a non- 
diplomatic representative) ; 

(12) Service performed in the employ of an instrumentality wholly 
owned by a foreign government — 

(A) If the service is of a character similar to that performed In 
foreign countries by employees of the United States Government or 
of an instrumentality thereof; and 

(B) If the Secretary of State shall certify to the Secretary of the 
Treasury that the foreign government, with respect to whose instrumen- 

526 



EMPLOYERS OP EIGHT OR MORE §1607 

tality exempli®!! is claimed, grants an equivalent exemption witli respect 
to similar service performed in the foreign country by employees of th© 
United States Government and of instrumentalities thereof; 

(13) Service performed as a student nurse in the employ of a hospital 
or a nurses’ training school by an individual who is enrolled and is 
regularly attending classes in a nurses* training school chartered or 
approved pursuant to State law; and service performed as an interne 
in the employ of a hospital by an individual who has completed a four 
years* course in a medical school chartered or approved pursuant to 
State law; 

(14) Service performed hy an individual for a person as an insurance 
agent or as an insurance solicitor, if all such service performed by such 
individual for such person is performed for remuneration solely by way 
of commission; 

(15) (A) Service performed by an individual under the age of 
eighteen in the delivery or distribution of newspapers or shopping news, 
not including delivery or distribution to any point for subsequent delivery 
or distribution; 

(B) Service performed by an individual in, and at the time of, the 
sale of newspapers or magazines to ultimate consumers, under an 
arrangement under which the newspapers or magazines are to be sold 
by him at a fixed price, his compensation being based on the retention 
of the excess of such price over the amount at which the newspapers or 
magazines are charged to him, whether or not he is guaranteed a minimum 
amount of compensation for such service, or is entitled to be credited 
with the unsold newspapers or magazines turned bach; 

(16) Service performed in the employ of an international organization. 

(17) Service performed hy an individual in (or as an officer or mem- 
ber of the crew of a vessel while it is engaged in) the catching, taMng, 
harvesting, cultivating, or farming of any kind of fish, shellfish, Crustacea, 
sponges, seaweeds, or other aquatic forms of animal and vegetable life 
(including service performed by any such individual as an ordinary inci- 
dent to any such activity), except (A) service performed in connection 
with the catching or taking of salmon or halibut, for commercial pur- 
poses, and (B) service performed on or In connection with a vessel of 
more than ten net tons (determined in the manner provided for deter- 
mining the register tonnage of merchant vessels under the laws of the 
United States). 

(d) tncluded and excluded service- If the services performed during 
one-half or more of any pay period hy an employee for the person em- 
ploying him constitute employment, all the services of such employee for 
such period shall be deemed to be employment; but if the services per- 
formed during more than one-half of any such pay period by an employee 
for the person employing him do not constitute employment, then none 
of the services of such employee for such period shall be deemed to be 
employment. As used in this subsection the term ‘*pay period*’ means a 
period (of not more than thirty-one consecutive days) for which a pay- 
ment of remuneration is ordinarily made to the employee by the person 
employing him. This subsection shall not be applicable with respect to 
services performed in a pay period by an employee for the person em- 
ploying him, where any of such service is excepted by paragraph (9) of 
subsection (c). 

(e) State agency. The term "State agency*' means any State officer, 
board, or other authority, designated under a State law to administer the 
Unemployment fund In such State. 

(f) XJuemployinLeiLt fund. The term ‘‘unemployment fund*' means a 
special fund, established under a State law and administered by a State 

527 



EMPLOYMENT TAXES 


§1607 

agency, for tlie payment of compensation. Any sums standing to tlie 
account of the State agency in the Unemployment Trust Fund established 
by section 1104 of Title 42, as amended, shall be deemed to be a part 
of the unemployment fund of the State, and no sums paid out of the Un- 
employment Trust Fund to such State agency shall cease to be a part 
of the unemployment fund of the State until expended by such State 
agency. An unemployment fund shall be deemed to be maintained during 
a taxable year only if throughout such year, or such portion of the year 
as the unemployment fund was in existence, no part of the moneys of 
such fund was expended for any purpose other than the payment of 
compensation (exclusiTe of expenses of administration) and for refunds of 
sums erroneously paid into such fund and refunds paid in accordance 
with the provisions of section 1606(b): Provided,, That an amount equal 
to the amount of employee payments into the unemployment fund of a 
State may be used in the payment of cash benefits to individuals with 
respect to their disability, exclusive of expenses of administration: 
Provided further, That the amounts specified by section 1103(c) (2) of 
Title 42 may, subject to the conditions prescribed in such section, be 
used for expenses incurred by the State for administration of its unem-’ 
ployment compensation law and public employment offices. 

(g) Contributions. The term “contributions*' means payments re- 
quired by a State law to be made into an unemployment fund by any 
person on account of having individuals in his employ, to the extent that 
such payments are made by him without being deducted or deductible 
from the remuneration of individuals in his employ. 

(h) Compensation. The term “compensation*' means cash benefits 
payable to individuals with respect to their unemployment. 

(i) Employee. The term “employee" includes an officer of a cor- 
poration, but such term does not include (1) any individual who, under 
the usual common-law rules applicable in determining the employer- 
employee relationship, has the status of an independent contractor or 

(2) any individual (except an officer of a corporation) who is not an 
employee under such common-law rules. 

(j) State, The term “State*’ includes Alaska, Hawaii, and the Dis- 
trict of Columbia. 

(k) Person. The term “person" means an Individual, a trust or 
estate, a partnership, or a corporation. 

(0 Agricultural labor. The term “agricultural labor" includes all 
service performed — 

(l) On a farm, in the employ of any person, in connection with culti- 
vating the soil, or in connection with raising or harvesting any agricultural 
or horticultural commodity, including the raising, shearing, feeding, car- 
ing for, training, and management of livestock, bees, poultry, and fur- 
bearing animals and wildlife. 

(2) In the employ of the owner or tenant or other operator of a 
farm, in connection with the operation, management, conservation, im- 
provement, or maintenance of such farm and its tools and equipment, or 
in salvaging timber or clearing land of brush and other debris left by a 
hurricane, if the major part of such service is performed on a farm. 

(3) In connection with the production or harvesting of maple sirup 
or maple sugar or any commodity defined as an agricultural commodity 
in section 1141j(g) of Title 12, as amended, or in connection with the 
raising or harvesting of mushrooms, or in connection with the hatching of 
poultry, or in connection with the ginning of cotton, or in connection with 
the operation or maintenance of ditches, canals, reservoirs, or waterways 
used exclusively for supplying and storing water for farming purposes. 
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(4) In handling, planting, drying, packing, packaging, processing, 
freezing, grading, storing, or delivering to storage or to market or to 
a carrier for transportation to market, any agricultural or horticultural 
commodity; but only if such service is performed as an incident to ordi- 
nary farming operations or, in the case of fruits and vegetables, as an 
incident to the preparation of such fruits or vegetables for market. The 
provisions of this paragraph shall not be deemed to be applicable with 
respect to service performed in connection with commercial canning or 
commercial freezing or in connection with any agricultural or horticul- 
tural commodity after its delivery to a terminal market for distribution 
for consumption. 

As used in this subsection, the term “farm*' includes stock, dairy, 
poultry, fruit, fur-bearing animal, and truck farms, plantations, ranches, 
nurseries, ranges, greenhouses or other similar structures used primarily 
for the raising of agricultural or horticultural commodities, and orchards. 

(m) Certain employees of Bonneville Power Administrator. The term 
"employment*' shall include such service as is determined by the Bonne- 
ville Power Administrator (hereinafter called the Administrator) to be 
performed after December 81, 1945, and before January 1, 1955, by a 
laborer, mechanic, or workman, in connection with construction work or 
the operation and maintenance of electrical facilities, as an employee 
performing service for the Administrator. The term "wages” means, with 
respect to service which constitutes employment by reason of this sub- 
section. such amount of remuneration as is determined (subject to the 
provisions of this section) by the Administrator to be paid for such service. 
The administrator is authorized and directed to comply with the provisions 
of the internal revenue laws on behalf of the United States as the employer 
of individuals whose service constitutes employment by reason of this 
subsection. 

(n) American vessel. The term “American vessel” means any vessel 
documented or numbered under the laws of the United States; and 
Includes any vessel which is neither documented or numbered under the 
laws of the United States nor documented under the laws of any foreign 
country, if its crew is employed solely by one or more citizens or resi- 
dents of the United States or corporations organized under the laws of 
the United States or of any State. 

( 0 ) [Services performed by certain seameii].i Notwithstanding the 
provisions of subsection (c) (6) of this section, service performed on or 
after July 1, 1953, by officers and members of the crew of a vessel which 
would otherwise be included as employment under subsection (c) of this 
section shall not be excluded by reason of the fact that it is performed 
on or in connection with an American vessel (1) owned by or bareboat 
chartered to the United States and (2) whose business is conducted by a 
general agent of the Secretary of Commerce. For the purposes of this 
subchapter, each such general agent shall be considered a legal entity in 
his capacity as such general agent, separate and distinct from his identity 
as a person employing Individuals on his own account, and the officers 
and members of the crew of such an American vessel whose business is 
conducted by a general agent of the Secretary of Commerce shall be 
deemed to be performing services for such general agent rather than the 
United States. Each such general agent who in his capacity as such is an 
employer within the meaning of subsection (a) of this section shall 
be subject to all the reguirements imposed upon an employer under this 
fiubchapter with respect to service which constitutes employment by reason 
of this subsection. 63 Stat. 187, amended Aug. 10, 1939, c, 666, Title VI, 
§ 614, 53 Stat. 1392; Oct. 23, 1945, c. 433, § 7(d), 59 Stat. 649; Bee. 29. 
1945, c. 652, Title I, § 4(d),. 59 Stat. 670; Aug. 10, 1946, e. 951, Titte III, 
§§ 302-305, Title IV, §S 412 (b>. 416 (b>, 60 Stat. flSl, 982, 989, 991; 
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Apr. 20, 1948, c. 222, § 2(a), 62 Stat. 195; June 14, 1948, c. 468, § 1(a), 
62 SUt. 438; Aug. 28, 1950, c. 809, Title II, § 209(a) (1), (3). (b) 
(1-3), 64 Stat. 545, 546; Aug. 5. 1953, c. 329, § 2. 67 Stat. 386; Aug. 
6, 1954, c. 657, S 5(a) (3), 68 Stat. 673; Sept. 1. 1954, c. 1212, § 4(b), 
68 Stat. 1135. 

1 Catehline supplied by editor. 


Historical Hot® 


1964 Ajumdixieiiift. Subsec. (f) amend- 
ed by Act Aug. 5, 1954, to serve tbe dual 
purpose of permitting the use of credited 
funds for administrative purposes and to 
impose sanctions for violations of such 
use. 

Subsec. (m) amended by Act Sept, 1, 
19^, to insert “and before January 1, 
1955" following “December 31, 1945.” 

1^ Amendment. Subsec. (o) added 
by Act Aug. 1953. 

1950 Amendment. Subsec, (b) amend- 
ed by Act Aug. 2S, 1950, § 209 (a) <1), 
to redefine wages. 

Subsec. <c) (3) amended by Act Aug. 
28, 1950, § 269 (b) (1), to redefine service. 

Subsec. (c) (10) (A) (i) amended by 
Act Aug. 28, 1950, § 209 (b) (2), which 
substituted “is less than $50^' for “does 
not exceed $45”. 

Subsec. (c) (10) (E) amended by Act 
Aug. 28, 1950, § 209(b) (3), which struck 
out “in any calendar c[uarter” following 
“Service performed” and struck out, “and 
the remuneration for such service does 
not exceed $45 (exclusive of room, board, 
and tuition)” following “or university”. 

1948 Amendment. Subsec. (c) (15) 

amended by Act Apr. 20, 1948, which added 
subpar. (B). 

Subsec. (i) amended by Act June 14, 
1948, to provide for the application of 
the usual common-law rules in determin- 
ing whether a i>erson is an employee. 

1946 AmezLdxaeiits. Subsec. (b) (1) 

amended by Act Aug. 10, 1946, § 412(b) 
so that beginning Jan 1, 1947, the amount 
paid during a calendar year, instead of 
the amount paid with respect to employ- 
ment during that year will be the basis 
for exclusion from wages under that par. 

Subsec. (c) amended by Act Aug. 10, 
1946, |§ 302^04, which extended defini- 
tion of employment in opening par. to 
include service on or in connection with 
an American vessel under certain condi- 
tions outside the United States, restricted 
the exception from employment in par. 
(4) to service on a foreign vessel if the 
employee is employed on or in connection 
with such vessel when outside the United 
States, and added par. (17). 

Subsec. (f) amended by Act Aug. 10, 
1946, § 416(b), which added the proviso 
allowing payment of disability benefits. 

Subsec. (n) added by Act Aug, 10, 
1946, I 305. 

1945 Amendments. Subsec. (c) amend- 
ed by Act Dec. 29, 1945, which struck out 


“or” following semicolon In subdiv. (14) 
struck out period and inserted or” in 
subdiv. (15), and added subdiv. (16), 

Subsec. (m) added by Act Oct. 23, 1945. 

1939 Axaendment. Bubsec. ( 1 ) added by 
Act Aug, 10, 1939, which also amended 
section generally. 

Effective Date of 195S Amendment. 
Amendment of this section by Act Aug. 
5, 1953 as effective July 1, 1953, see note 
under section 1606 of I.B.C.1989. 

Amendment of Subsec. (b) Effective 
Jan. 1, 1962. Section 209(a) (3) of Act 
Aug. 28, 1950, provided that effective with 
respect to remuneration paid after Dec. 
31, 1951, subsec. (b) is amended by put- 
ting a period at the end of par. (8) in 
lieu of the colon and by striking out 
par. (9). 

Effective Date of 19i50 Amendment of 
Subsec. (b). Section 209(a) (2), of Act 
Aug. 28, 1950, provided that: “The 
amendment made by paragraph (1) shall 
be applicable only with respect to re- 
muneration paid after 1950. In the case 
of remuneration paid prior to 1951, the 
determination under section 1607(b) (1) 
of the Internal Revenue Code [this sec- 
tion] (prior to its amendment by this 
Act) of whether or not such remuneration 
constituted wages shall be made as if 
paragraph (1) of this subsection had not 
been enacted and without inferences 
drawn from the fact that the amendment 
made by paragraph (1) is not made ap- 
plicable to periods prior to 1951.” 

Effective Date of 1950 Amendment of 
Subsec. (c). Section 200(b) (4) of Act 
Aug. 28, 1950 provided that the amend- 
ment of subsec. (c) should be applicable 
only with respect to service performed 
after 1950. 

Effective Date of 1948 Amendraents. 
Section 1(b) of Act June 14, 1948, pro- 
vided that: “The amendments made by 
subsection (a) [of section 1 of Act June 
14, 1948,] shall have the same effect as if 
included in the Internal Revenue Code on 
February 10, 1939, the date of its enact- 
ment.” 

Section 2(b) of Act Apr. 20, 1948, pro- 
vided that: “The amendment made by 
subsection (a) shall be applicable with 
respect to services performed after 
December 31, 1939, and, as to services 
performed before July 1, 1946, shall be 
applied as if such amendment had been 
a part of section 1607(c) (15) of the In- 
ternal Revenue Code as added to such 
code by section 614 of the Social Security 
Act Amendments of 1^9 lathis secUon].** 
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effective Date of 1946 Amendment. 

Amendments to snbsec. (c) and addition 
of subsec. (n) by Act Aug. 10, 1946, were 
made effective July 1, 1946, by sections 
302, 303, 304(d) and 305 of that Act. 

Effective Date of 1945 Amendment. 

Amendment of subsec. (c) by Act Dec. 

29, 1945, was made effective as of Jan, 1, 
1946, by section 4(d) thereof. 

Effective Date of 1939 Amendment. 

Amendment by Act Aug. 10, 1939, made 
effective Jan. 1, 1940, by section 614 of 
that Act. 

Exemption of Certain Services from 
Taxation, Section 902(f) of Act Aug. 10, 
1939, provided: “No tax shall be col- 
lected under title VIII [former section 
1001 et seq. of Title 42] or IX [former 
section 1101 et seq. of Title 42] of the 
Social Security Act or under the Federal 
Insurance Contributions Act [section 1400 
et seq. of I.B.C,1939] or the Federal Un- 
employment Tax Act [section 1600 et seq. 
of I.R.C.1939], with respect to services 
rendered prior to January 1, 1940, which 
are described in subparagraphs (11) and 
(12) of sections 1426(b) and 1607(e) of 
the Internal Revenue Code, as amended, 
and any such tax heretofore collected (in- 
cluding penalty and interest with respect 
thereto, if any), shall be refunded in ac- 
cordance with the provisions of law ap- 
plicable in the case of erroneous or il- 
legal collection of the tax. No interest 
shall be allowed or paid on the amount 
of any such refund. No payment shall be 


made under title 11 of the Social Se- 
curity Act [section 401 et seq, of Title 42] 
with respect to services rendered prior to 
January 1, 1940, which are described in 
subparagraphs (11) and (12) of section 
209(b) of such Act, as amended.” 

Refunds or Credits for Overpayments, 
Section 3 of Act Apr. 20, 1948, provided 
that: ‘Tf any amount paid prior to the 
date of the enactment of this Act [Apr, 
20, 1948] constitutes an overpayment of 
tax solely by reason of an amendment 
made by this Act [to this section], no re- 
fund or credit shall be made or allowed 
with respect to the amount of such over- 
payment.” 

Text of Amendatory Revenno Acts. 
Complete original text of Revenue Acts 
amending this section, 1939 to date, see 
volumes “Title 26 — ^Internal Revenue 
Acts”. 

legislative History and Congressional 
Comment: For legislative history and 
purpose of Act Sept. 1, 1954, see 1954 U.S. 
Code Cong, and Adm. News, p. 2^1. See^ 
also. Acts Aug. 5, 1964, 1954 U.S.Code 
Cong, and Adm. News, p. 2909; Aug, 5, 
1953, 1953 U.S.Code Cong, and Adm. 
News, p. 2081; June 14, 1948, 1948 U.S. 
Code Cong. Service, p. 1752; Apr. 20, 
1948, 1948 U.S.Code Cong.Service, p. 1473; 
Aug. 10, 1948, 1946 U.S.Code Cong.Serv- 
ice, p. 1510; Dec. 29, 1945, 1945 U.S.Code 
Cong.Service, p. 946; Oct. 3, 1945, 1945 
U.S.Code Cong.Service, p. 87A 


§ 1608. Deductions as constructive payments 

Whenever under this sub chapter or any Act of Congress, or under 
the law of any State, an employer is required or permitted to deduct 
any amount from the remuneration of an employee and to pay the 
amount deducted to the United States, a State, or any political sub- 
division thereof, then for the purposes of this subchapter the amount 
so deducted shall be considered to have been paid to the employee at the 
time of such deduction. 53 Stat. 188. 


§ 1609. Rules and regulations 

The Secretary and the Secretary of Labor, respectively, shall make and 
publish such rules and regulations, not inconsistent with this subchapter, 
as may be necessary to the efficient administration of the functions with 
which each is charged under this subchapter. The Commissioner, with 
the approval of the Secretary, shall make and publish rules and regula- 
tions for the enforcement of this subchapter, except sections 1602 and 
1603. 53 Stat. 188, amended 1946 Reorg.Plan No. 2, § 4, eff. July 16, 

1946, 11 F.R. 7873, 60 Stat. 1095; 1949 Reorg.Plan No. 2, § 1, eff. 
Aug. 19, 1949, 14 F.R. 5225, 63 Stat. 1065. 


historical Note 


Tmnsfer of Euactloiis. Functions of 
Federal Security Administrator witti 
respect to unemployment compensation 
and his functions under sections 1600- 
1611 of I.B.CJ.939 were transferred to 
the Secretary of Labor, by 1949 Reorg. 
Plan No. 2. See note set out under section 
1602 of I.R.C.1939. 

“Federal Security Administrator** was 
substituted for '"Social Security Board” 


by 1948 Reorg. Plan No. 2. See note 
under section 902 of Title 42, The Pub- 
lic Health and Welfare. 

Text of Amendatory Revenue Acts. 
Complete original text of Revenue Acts 
amending this section, 1939 to date, sea 
volumes "Title 26— Internal Revenue 
Acts**. 
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§ 1610. Other laws applicable 

All proTisions of law (including penalties) applicable in respect of 
the taxes imposed by section 2700, shall, insofar as not inconsistent 
with this subchapter, be applicable in respect of the tax imposed by 
this subchapter. 53 Stat. 188. 

§ 1611. Short title 

This subchapter may be cited as the “Federal Unemployment Tax 
Act”. Added Aug. 10, 1939, c. 666, Title VI, § 615, 53 Stat. 1396. 


SUBCHAPTER D. — COLLECTION OP INCOME TAX 
AT SOURCE ON WAGES 


Historical Note 

1621-1632 and sections 34, 322(f) and 476] 
shall take effect July 1, 1943, and shall be 


This Subchapter was added by Act 
June 9, 1943, 7 p. m., B.W.T.. c. 120. § 
2(a), 57 Stat. 126. 

Effective Date of Snbcliapter D and E. 
Section 2(d) of Act June 9, 1943, 7 p. m., 
E W.T., c. 120, 57 Stat. 126. provided as 
follows: “The amendments made by 
subsections (a) and (b) [affecting sections 


applicable to all wages paid on or after 
such date, except that such amendments 
shall not be applicable to wages paid 
during the calendar year 1943 with re- 
spect to a payroll period beginning be- 
fore such date,” 


§ 1621. Definitions 

As used in this subchapter 

(а) Wages. The term “wages” means all remuneration (other than 
fees paid to a public official) for services performed by an employee for 
his employer, including the cash value of all remuneration paid in any 
medium other than cash; except that such term shall not include re- 
muneration paid — 

(1) for active service as a member of the armed forces of the United 
States performed prior to January 1, 1955, in a month for which such 
member is entitled to the benefits of section 22(b) (13), or 

(2) for agricultural labor (as defined in section 1426(h)), or 

(2) for domestic service in a private home, local college club, or local 
chapter of a college fraternity or sorority, or 

(4) for service not in the course of the employer's trade or business 
performed in any calendar quarter by an employee, unless the cash re- 
muneration paid for such service is $50 or more and such service is 
performed by an individual who is regularly employed by such employer 
to perform such service. For the purposes of this paragraph, an individ- 
ual shall be deemed to be regularly employed by an employer during a 
calendar quarter only if (A) on each of some twenty-four days during 
such quarter such individual performs for such employer for some portion 
of the day service not in the course of the employer's trade or business, or 
(B) such individual was regularly employed (as determined under clause 
<A)) by such employer In the performance of such service during the 
preceding calendar quarter, or 

( 5 ) for services by a citizen or resident of the United States for a for- 
eign government or an international organization or for the government of 
the Commonwealth of the Philippines, or 

( б ) for services performed by a nonresident alien individual, other 
than (A) a resident of a contiguous country who enters and leaves the 
United States at frequent intervals, or (B) a resident of Puerto Rico if 
such services are performed as an employee of the United States or any 
agency thereof, or 
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(7) for sucli services, performed by a nonresident alien individual 
who is a resident of a contiguous country and who enters and leaves the 
United States at frequent intervals, as may be designated by regulations 
prescribed by the Commissioner with the approval of the Secretary, or 

(8) (A) for services for an employer (other than the United States 
or any agency thereof) (i) performed by a citizen of the United States 
if, at the time of the payment of such remuneration, it is reasonable to 
believe that such remuneration will be excluded from gross income under 
section 116(a), or (ii) performed in a foreign country by such a citizen 
if, at the time of the payment of such remuneration, the employer is 
required by the law of any foreign country to withhold income tax upon 
such remuneration, or 

(B) for services for an employer (other than the United States or any 
agency thereof) performed by a citizen of the United States within a pos- 
session of the United States (other than Puerto Rico), if it is reasonable 
to believe that at least 80 per centum of the remuneration to be paid to 
the employee by such employer during the calendar year will be for such 
services, or 

(C) for services for an employer (other than the United States or any 
agency thereof) performed by a citizen of the United States within Puerto 
Rico, if it is reasonable to believe that during the entire calendar year the 
employee will be a bona fide resident of Puerto Rico, or 

(9) for services performed by a duly ordained, commissioned, or li- 
censed minister of a church in the exercise of his ministry or by a member 
of a religious order in the exercise of duties required by such order, or 

(10) (A) for services performed by an individual under the age of 
eighteen in the delivery or distribution of newspapers or shopping news, 
not including delivery or distribution to any point for subsequent delivery 
or distribution, or 

(B) for services performed by an individual in, and at the time of, the 
sale of newspapers or magazines to ultimate consumers, under an arrange- 
ment under which the newspapers or magazines are to be sold by him at 
a fixed price, his compensation being based on the retention of the ex- 
cess of such price over the amount at which the newspapers or maga- 
zines are charged to him, whether or not he is guaranteed a minimum 
amount of compensation for such service, or is entitled to be credited with 
the unsold newspapers or magazines turned back, or 

(11) for services not in the course of the employer’s trade or business, 
to the extent paid in any medium other than cash, or 

(12) to, or on behalf of, an employee or his beneficiary (A) from or 
to a trust exempt from tax under section 165(a) at the time of such pay- 
ment unless such payment is made to an employee of the trust as re- 
muneration for services rendered as such employee and not as a bene- 
ficiary of the trust, or (B) under or to an annuity plan which, at the time 
of such payment, meets the requirements of section 165(a) (3), (4), (5), 
and (6). 

(b) Payroll period. The term “payroll period” means a period for 
which a payment of wages is ordinarily made to the employee by his em- 
ployer, and the term “miscellaneous payroll period” means a payroll pe- 
riod other than a daily, weekly, biweekly, semimonthly, monthly, quar- 
terly, semiannual, or annual payroll period, 

(c) Employe©. The term “employee” includes an officer, employee, 
or elected official of the United States, a State, Territory, or any political 
subdivision thereof, or the District of Columbia, or any agency or instru- 
mentality of any one or more of the foregoing. The term “employee” al- 
so includes an officer of a corporation. 
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(d) Employer. Tlie term ‘^employer” means the person for whom an 
individual performs or performed any service, of whatever nature, as the 
employee of such person, except that — 

(1) if the person for whom the individual performs or performed the 
services does not have control of the payment of the wages for such seiw- 
ices, the term ‘^employer*' (except for the purposes of suhsection (a)) 
means the person having control of the payment of such wages, and 

(2) in the case of a person paying wages on hehalf of a nonresident 
alien individual, foreign partnership, or foreign corporation, not engaged 
in trade or business within the United States, the term “employer (ex-*- 
cept for tie purposes of subsection (a)) means such person. 

(e) Number of withholding exemptions claimed. The term “number 
of withholding exemptions claimed’’ means the number of Withholding ex- 
emptions claimed in a withholding exemption certificate in effect under 
section 1622(h), except that if no such certificate is In effect, the number 
of withholding exemptions claimed shall be considered to be zero. Added. 
June 9 1943, 7 p. m., B. W. T., c. 120, § 2(a), 57 Stat. 126, amended 
May 29, 1944, 7 p. m., E. W. T., c. 210, Pt. II, § 22(a), 58 Stat. 247; 
Dec 29, 1945, c. 652, Title I. I 4(e). 59 Stat. 671; Aug. 8, 1947, c. 615,. 
§ 10(a), 61 Stat. 918; Aug. 28, 1950, c. 809, Title 11, § 209(c) (1), (2). 
64 Stat. 647; Sept. 23, 1950, 3:15 p. m., E. D. T., c. 994, Title II, §1 202. 
(b) 221(f). 64 Stat. 927, 946; Oct. 20, 1951, 2:07 p. m., E. S. T., c. 
52l’ Title III, §§ 305(0, 321(b), 65 Stat. 484, 498; Aug. 7, 1953, c. 346,. 
§ 2,’ 67 Stat. 471; Aug. 15, 1953, c. 512, Title II, I 204(b), 67 Stat. 618. 


Historical Not© 


1958 Amcu-dUneat. Sub sec. (a> (1) 

amen<3ed by Act Aug. 7, 1953, to extend 
its provisions for one year, from Jan. 1, 
1954 to Jan. 1, 1955. 

-Subsec. (a) (8) (A) amended by Act 
Aug. 15, 1953 to eliminate the withhold- 
ing re<iuirement with regard to remunera- 
tion for services which may be excluded 
from gross income under section 116(a) 
(1) OP (2) of I.R.C.1939 in cases where the 
remuneration is for services performed 
outside the United States but not within 
a foreign country. 

19i51 Amendment. Sub sec. (a) (1) 
amended by Act Oct. 20, 1951, § 305(c), to 
bring within scope of section wages re- 
ceived by armed forces personnel for ac- 
tive service in a combat zone prior to 
Jan. 1, 195A 

Subsec. (a) (8) (A) amended by Act 
Oct. 20, 1951, § S21(b), to provide that 
there will be no withholding of income 
where it is reasonable to believe that the 
person will qualify for exclusion on the 
basis of presence Jn a foreign country 
for 17 out of 18 consecutive mouths. 

1950 Amendments. Sub sec. (a) (1) in- 
serted by Act Sept. 23, 1950, ( 202(b). 

Sub sec. (a) (4) amended by Act Aug. 
28, 1060, § 209(c) (1), to redefine services 
not in the course of the employer’s 
trade or business. 

Subsee. (a) (6) amended by Act Sept. 
23, 1960, I 221(f) (1), to add clause (B). 

Sub sec. (a) (8) amended by Act Sept, 
23, 1950, § 221(f) (2), to make subsection 
inapplicable to Puerto B.ico. 


Subsec. (a) (9) amended by Act Aug. 
28, 1950, $ 209(c) (2), to redefine services- 
performed by a minister. 

Subsec. (a) (10)-(12) added by Acfc 

Aug. 28, 1950, § 209(c) (2). 

1947 Amendment. Subsec. (a) amended- 
by Act Aug. 8, 1947, which struck out 
par. (1), limitod application of par. (8)' 
to remuneration for services for an em- 
ployer (other than the United States or 
any agency thereof) performed by m 
citizen of the United States, if it is** 
reasonable to believe that during the en- 
tire calendar year the employee will be a 
bona fide resident of a foreign country, 
and to remuneration for services for an 
employer performed within a possession 
of the United States by a citizen, if It is 
reasonable to believe that at least 86% 
of the remuneration to be paid will be 
for such services, and deleted last sen- 
tence of par. (0). 

1045 AmendmeiLt. Subsec. (a) (5)> 

amended by Act Dec. 29, 1045, which in- 
serted “or an international organization’* 
following “foreign government*’, 

1944 Amendment. Subsees. (e)”(k)» 
struck out by Act May 29, 1944, and 
new subsec. (e) Inserted in Men thereof. 

Bffoctive Bate of 1963 Anaendment. 
Sectiop 204(c) of Act Aug. 15, 1953 pro- 
vided in part that the amendment to thia- 
section and section 116(a) (2) of 
1939 by said Act shall net affect the- 
liability of any employer to deduct and* 
withhold the tax imposed) by section. 
1622 in the case of any remuneration paidi 
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f>ofore the first day of tlie first montii 
beginning more than ten days after Aug. 
13, 1933, the date of enactment of said 
Act Aug. 15, 1953. 

SiTective Date of 1051 Amendnaent. 
Amendment of subsec. (a) (1) made ap- 
plicable with respect to wages paid after 
the tenth day following Oct. 20, 1951, by 
section 305(d) of Act Oct. 20, 1951, 

Amendment of subsec. (a) (8) (A) 

made applicable only with respect to 
wages paid on or after Jan. 1, 1952, by 
section 321(c) of Act Oct. 20, 1951, 

EfTectiv© Date of 1950 Amendments. 
Section 209(c) (3) of Act Aug. 28, 1950, 
provided that the amendment of subsec. 
<a) should be applicable only with re- 
spect to remuneration paid after 1950. 

Section 202(b) of Act Sept. 23, 1950, 
provided in part that the amendment of 
subsec, (a) (1) should be effective with 
respect to wages paid after Oct, 31, 1950. 

Section 221 (k) of Act Sept. 23, 1950, 
provided in part that the amendments of 
Bubsec. (a) (6), (8), should be applicable 
with respect to wages paid on or after 
Jan. 1. 1951. 

Effective Date of 1047 Amendmeint. 
Section 10(b) of Act Aug. 8, 1947, pro- 
vided: “The amendments made by this 
section [section 10(a) of Act Aug. 8, 1947], 
shall be applicable with respect to wages 
paid on or after January 1, 1948, except 
that the amendment striking out para- 
graph (1) of section 1621(a) of the In- 
ternal Bevenue Code shall be applicable 
with respect to wages paid on or after 
January 1, 1949.” 


Effective Pate of 1044 Amendment. 
Amendment of section by Act May 29, 

1944, was made applicable only with re- 
spect to wages paid on or after Jan. 1, 

1945, by section 21 thereof. 

Effective Pate. Section prior to May 
29, 1944 amendment, as effective July 1, 
1943, see note preceding this section* 

Treaty Obligations. Section 615 of Act 
Oct. 20, 1951, provided that: “No amend- 
ment made by this Act [Act Oct 20, 1951] 
shall apply in any case where its appli- 
cation would be contrary to any treaty 
obligation of the United States.” 

Similar provisions were contained In the 
following Act: 

1950— Sept. 23, 1950, 3:15 p. m., E.D.T., 
c. 994, Title H, § 214, 64 Stat 937. 

Text of Amendatory Bevenue Acts. 
Complete original text of Bevenue Acts 
amending this section, 1939 to date, 
see volumes “Title 26— Internal Bevenue 
Acts”. 

Eegiitiative History and CongressionaJl 
Comment: For legislative history and 
purpose of Act Aug. 15, 1953, see 1953 
U.S.Code Cong, and Adm. News, p. 2423. 
See, also, Acts Aug. 7, 1953, 1953 U.S. 
Code Cong, and Adm. News, p. 2186; 
Oct. 20, 1951, 1951 U.S.Code Cong. Service, 
p. 1781; Sept. 23, 1950, 1950 U.S.Code 
Cong.Service, p. 3053 ,* Aug. 28, 1930, 
1950 U.S.Code Cong.Service, p. 3287 ; Aug. 
8, 1947, 1947 U.S Code Cong.Service, p. 
1668; Dee. 29, 1945, 1945 U.S.Code Cong. 
Service, p. 946; May 29, 1944, 1944 U.S. 
Code Cong.Service, p. 105a 


§ 1622. Income tax collected at sonroe 

(a) Requirement of withholding. Every employer making payment 
of wages shall deduct and withhold upon such wages a tax equal to 18 per 
centum of the amount by which the wages exceed the number of with- 
holding exemptions claimed multiplied by the amount of one such exemp- 
tion as shown in subsection (b) (1), except that in the case of wages paid 
on or after November 1, 1951, and before January 1, 1954, the tax shall 
be equal to 20 per centum of such excess in lieu of 18 per centum. 

(b) (1) The table referred to in subsection (a) is as follows: 


Percentage method withholding table 


Pay-roll period 


Amoimt of 
one with- 
holding 
exemption 



?13.00 


26.00 


28.00 


56.00 


167.00 


333.00 


667,00 

Daily or miscellaneous (per day of such period) 

1.80 
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(2) If wag’es are paid witli respect to a period wliicli is not a payroll 
period, tlie withholding exemption allowable with respect to each payment 
of such wages shall be the exemption allowed for a miscellaneous payroll 
period containing a number of days (including Sundays and holidays) 
equal to the number of days in the period with respect to which such 
wages are paid. 

(3) In any case in which wages are paid by an employer without re- 
gard to any payroll period or other period, the withholding exemption 
allowable with respect to each payment of such wages shall be the exemp- 
tion allowed for a miscellaneous payroll period containing a number of 
days equal to the number of days (including Sundays and holidays) which 
have elapsed since the date of the last payment of such wages by such em- 
ployer during the calendar year, or the date of commencement of employ- 
ment with such employer during such year, or January 1 of such year,, 
whichever is the later. 

(4) In any case in which the period, or the time described in para- 
graph (3), in respect of any wages is less than one week, the Commis- 
sioner, under regulations prescribed by him with the approval of the Sec- 
retary, may authorize an employer, in computing the tax required to be 
deducted and withheld, to use the excess of the aggregate of the wages 
paid to the employee during the calendar week over the withholding ex- 
emption allowed by this subsection for a weekly payroll period. 

(5) In determining the amount to be deducted and withheld under this 
subsection, the wages may, at the election of the employer, be computed to 
the nearest dollar. 

(c) Wage bracket withholding 

(1) (A) Wages paid after October 31, 1951, and before January 
1, 1954. At the election of the employer with respect to any em- 
ployee, the employer shall deduct and withhold upon the wages paid 
to such employee after October 31, 1951, and before January 1, 1954, 
a tax determined in accordance with the following tables, which 
shall be in lieu of the tax required to be deducted and withheld under 
subsection (a): 
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WEESUT 


If lie payroll period with, respect to an employee is weekly 


And ths 

wages are— 


And the number of wlthholdlijg exemptions claimed Is— 


At 

least 

Blit 

less 

than 

0 

D 

2 

3 

n 

5 

6 

B 

B 


so cr 
more 

The amount of tax to be withheld shall he— 


$13 

20% of 
wages 

$0 

$0 

■ 

n 

m 

m 

$0 


$0 

$0 

$13 

$14 

$2.70 

.10 

0 

0 

In 

0 

KB 

0 

El 

0 

0 

$14 

$15 

2.90 

.30 

0 

0 


0 

0 

0 

KB 

0 

0 

$15 

$16 

3.10 

jm 

0 

0 

n 

0 

0 

0 

*> 

0 

0 

$16 

$17 

8.30 

.70 

0 

0 

0 

0 


wm 

■TjHI 

B 

0™* 

$17 

$18 

3.50 

.90 

0 

0 

mm 

mm 

0 



B 

0 

$18 

$19 

8.70 

1.10 

0 

0 

WM 

Kfl 

mm 

Efl 


El 

0 

$19 

$20 

8.90 

1.30 

0 

0 

0 

BB 


El 


B 

wm 

$20 

$21 

4.10 

1.50 

0 


0 


s 


El 

B 

B 

$21 

$22 

4.30 

1.70 

0 

tM 

0 

Hi 


B 

KIb 

^E^l 

B 

$22 

$23 

4.50 

1.90- 

0 

KB 

0 

EB 

KB 

0 

0 

0 , 

B 

$23 

$24 

4.70 

2.10 

0 

0 

0 

0 

0 

0 

0 

0 

B 

$24 

$25 

4.90 

2.30 

0 

0 

0 

0 

0 

0 

0 

0 

EB 

$25 


5.10 

2.50 

0 

0 

0 

0 

0 

nmn 

0 

0 

0 

$26 

$27 

5.80 

2.70 

.20 

wm 

0 

0 

0 

0 

EB 

0 

0 "" 

$27 

$28 

6.50 

2.90 

, .40 

ifl 

0 

0 

0 

0 

El 

0 

0 

$28 

$29 

6.70 

8.10 

.60 

n 

D 

, 0 

0 

0 

B 

0 

0 

$29 

$30 

5.90 

3.30 

.80 

0 

0 

0 

0 

0 

KB 

0 

0 

$30 

$31 

6.10 

3.50 


0 

0 

0 

0 

0 

0 

0 


$31 

$32 

6.80 

3.70 

1.20 

0 

0 

0 

EB 

EB 

0 


0 

$32 

$33 

650 

3.90 

1.40 

0 

0 

0 

KB 

El 

0 


0 

$33 

$34 

6.70 

4.10 

1.60 

0 


0 

0 

El 

0 


^Ki^B 

$34 

$35 

6.90 

4.30 

1.80 

0 

0 

0 

0 

KB 

0 


0 

$35 

$36 

7.10 

4.50 

2.00 

0 

0 

0 

0 

0 

0 


KB 


$37 

7.30 

4.70 

2.20 

0 

0 

0 

wm 

0 

0 

0 

0 

$37 

$38 

7.50 

4.90 

2.40 

0 

0 

0 

B8 

0 

0 

^■i^B 

0 

$33 

$39 

7.70 

6.10 

2.60 

0 

0 

0 

Bfl 

0 

0 

0 

Hi^B 

$39 

$40 

7.90 

5.30 

2.80 

.20 

0 

0 

KB 

0 

0 

0 



$41 

S.10 

6.50 

8.00 

,40 

0 

0 

0 

0 

Bl 

0 


$41 


8.30 

5.70 

3.20 

.60 

0 

0 

0 

0 

B 

0 

0 

$42 

$43 

8.50 

5.90 

8.40 

.80 

0 

0 

0 

0 

B 

0 

BB 

$43 

$44 

8.70 

6.10 

3.60 

1.00 

0 

0 

0 

0 

B 

^E^l 

■fl 

$44 

$45 

8.90 

6.30 

3.80 

1.20 

0 


0 

0 

KB 

0 

0 

$45 

$46 

9.10 

6.50 

4.00 

1.40 

0 


0 

0 

0 

0 

0 

$40 

$47 

9.30 

6.70 

4.20 

1.60 

0 


0 

0 

0 

0 

0 

$47 

$48 

9.50 

6.90 

4.40 

180 

0 

0 

0 

0 

0 

0 

mm 

$48 

$49 

9.70 

7.10 

4.60 

2.00 



0 

0 

0 


n 

$49 

$50 

9.90 

7.30 

•4.80 

2.20 


0 

0 

0 

EB 


0 

$50 

$51 

10.10 

7.50 

5.00 

2.40 

n 

0 

0 


:B 

iH 

KB 

^■>1 

$52 


7.70 


2.60 

0 

0 

0 

Hi 

B 


B 

$52 

$53 


7.90 

5.40 

. 2.80 

.20 

mm 

0 

Efl 

Efl 


Bfl 

tu53 

$54 

10.70 

8.10 

6.60 

8.00 

.40 

^B 

EB 

El 

B 


B 

$54 

$55 


8.30 

5.80 

3.20 

.60 

mm 

KB 


B 


B 

$55 

$58 

1 11.10 

8.50 

6.00 

8.40 

.80 

mm 

0 

Hi 

B 

mEmt 

B 


637 
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WEEKLY — Contiiraed 


If the payroll period with respect to an employee is weekly 


And the 
wages are— 

And the number of withholding exemptions claimed Is— 

At 

least 

But 

less 

than 

0 j 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 or 
more 

The amount of tax to be withheld shall be — 

$56 

$57 

$11.30 

$8.70 

$6 20 

$3.60 

$100 

$0 

$0 

$0 

$0 

$0 

$0 

$57 

$58 

11.50 

8,90 

6.40 

8.80 


mm 

mm 

mm 

0 

0 

0 

$58 

$59 

11.70 

9.10 

6.60 

4 00 




n 

0 

0 

0 

$59 

$60 

1190 

9.30 

6 80 

4.20 


n 

n 



0 

0 

$G0 

$62 

12.20 

9.60 

7.10 

4.50 


0 

0 


0 


0 

$62 

$64 

12.60 

10.00 

7.50 

4.90 


0 


!■ 

mm 

0 

0 

$04 

$66 

13.00 

10.40 

7.90 

6.30 

2.70 

20 

0 

<» 


0 

0 

$C6 

$68 

13.40 

10.80 


5.70 

8.10 

.60 

0 

0 

0 

0 

0 

$08 

$70 

13.80 

1^20 

8.70 

6.10 

8.50 

1,00 

0 

0 

0 

0 

0 

$70 

$72 

14.20 


9.10 

6.50 

3.90 

1.40 

0 

0 

0 

0 

0 

$72 

$74 

14.60 


9.50 

' 6.90 

4.30 

1.80 

0 

0 

0 

mm 

0 

$74 

$76 

15.00 

12.40 

9.90 

7.30 

4.70 

2.20 

0 


0 

Bl 

0 

$76 

$78 

15.40 

1280 

10.30 

7.70 

6.10 

2.60 

0 

0 

0 

0 

0 

$78 

$80 

15.80 

13.20 


8.10 

5.50 

3.00 

.40 

0 

0 

0 

0 

$80 

$82 

16.20 

13 60 

11.10 

8.50 

5.90 

3.40 

.80 

0 

0 

0 

0 

$82 

$84 

16.60 

14 00 

11,50 

8.90 

6.30 

3 80 

1.20 

0 

0 

0 

0 

$84 

$86 

17.00 

14.40 

11.90 

9.30 

6.70 

4.20 

1.60 

0 

0 

0 

0 

$86 


17.40 

14.80 

12.30 

9.70 

7.10 

4.60 


0 

0 

0 

0 

$88 

$90 

17.80 

15.20 

12.70 

10.10 

7.50 


2.40 

0 

0 

0 

0 

$90 

$92 

18.20 

15.60 

13.10 

10.50 

7.90 

6.40 

2 80 

.30 

0 

0 

0 

$92 

$94 

18.60 

16.00 

13.50 


8.30 

6.80 

3.20 

.70 

0 

0 

0 

$94 

$96 

19.00 

16.40 

13.90 

11.30 

8.70 

6.20 

8.60 

1.10 

0 

0 

0 

$96 

$98 

19.40 

16 80 

14.30 

11.70 

9.10 

6.60 

fgil 

1-50 

0 

0 

0 

$98 


19.80 

17.20 

14.70 

12.10 

9.50 

7.00 

4.40 

1.90 

0 

0 

0 

$100 


20.50 

17.90 

15.40 

12.80 

10.20 

7.70 

6.10 

2.60 

0 

0 

0 

$105 


21.50 

18.90 

16.40 

13,80 

11.20 

8.70 

6.10 

3.00 

1.00 

0 

0 

$110 

$115 

22.50 

19.90 

17,40 

14.80 

12.20 

9.70 

7.10 

4.60 

2.00 

0 

0 

$115 

$120 

23.50 

20.90 

18.40 

15.80 

13.20 

10.70 

8.10 

6,G0 

3.00 

.40 

0 

$120 

$125 

24.50 

21.90 

19.40 

16.80 

14.20 

11.70 

9.10 

6.60 

4.00 

1.40 

0 

$125 

$130 

25.50 

22.90 


1780 

15.20 

12.70 

UllfMl 

7.60 

6.00 

2.40 

0 

$130 

$135 

26.50 

23.90 

21.40 

18.80 

16.20 

13,70 

11.10 

8.60 

6,00 

3.40 

.90 

$i3o 

$140 

27,50 

24.90 

22.40 

19.80 

17.20 

14.70 

12.10 


7.00 

4.40 

1.90 

$140 

$145 

28.50 

25.90 

23.40 

20.80 

18.20 

15.70 

13.10 


8.00 

5.40 

2.90 

$145 

$150 

29 50 

26.90 

24.40 

21.80 

19.20 

16.70 

14.10 

11.G0 

9.00 

C.40 

3.90 

$150 

$1C0 


28.40 

25.90 

23.30 


1820 

1.5.G0 

13.10 

10.50 

7.90 

5.40 

$160 

$170 


30.40 

27.90 

25.30 

22.70 

20.20 

17.60 

■Willi 

12.50 

9.00 

7.40 

$170 

$180 

35.00 

32.40 

29.90 

27.30 

24.70 
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INCOME TAX AT SOURCE 


§1622 


DAILY OR MISCELLANEOUS 

If the payroll period with respect to an employee is a daily 
payroll period or a miscellatieous payroll period 
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And the number of withholding exemptions claimed Is— 
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§1622 


EMPLOYMENT TAXES 


DAILY OR MSSCEIXANEOUS — Gontimied 

If the payroll period with respect to an employee is a daily 
payroll period or a miscellaneous payroll period 
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(B) Wages paid after December SI, 195S. At the election of the 
employer with respect to any employee, the employer shall deduct 
and withhold upon the wages paid to such employee after December 
31, 1953, a tax determined in accordance with the following tables, 
which shall be in lieu of the tax required to be deducted and withheld 
under subsection (a): 
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INCOME TAX AT SOURCE § 1622 


“If the pay-roll period with, respect to am employee is weekly 
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4.10 

1.80 

0 

0 

0 

0 

$88..... 

$90 

16 00 

13 70 

11.40 

9 10 


4 50 

2 29 

0 

0 

0 

0 

$90 

$92 

10.40 

14.10 

11*80 

9 50 

710 

4.80 

2 50 

.20 

0 

0 

0 

$92 

$04. .. .. 

16 70 

14 40 

12 lO 

9 80 

ZW 

5 20 

I 2 90 

60 

0 

0 

0 

$94...., 

$96 

1710 

1 14>0 

12.50 

30.20 

7.90 

5 60 

3*30 

.90 

0 

0 

0 

$96..... 

$98..,,. 

17 50 

1 15.20 

12 80 

10 50 

S.20 

i 6-90 

3.60 

1.30 

0 

0 

0 

$98 

$109.,.. 

17 SO 

! 15 50 

13.20 

•02S!I 

8.60 

6.30 

4.00 

1.70 

0 

0 

0 



18.50 

16.10 

13.80 


9.20 

6.90 

4.C0 

2 30 

0 

0 

0 

$105, . . . 

$110.,,, 

10 40 

! 17.00 


12.40 

10.10 

7.80 

K ^ 

3.20 

.90 

i 0 

0 

$110.... 

$115.... 

20 30 

1 17.90 

15 60 

13 30 

ElKUll 

8.70 

K 'A 

4.10 

1.80 

1 0 

0 

$115.... 

$120 

21.20 

18 SO 

16.50 

14.20 

1190 

9.60 

B( ifl 

5.00 

2.70 

1 ,40 

0 


$125.... 

22.10 

39 70 

17 40 

lil.IO 


10.50 

K: £}i 

5.00 

360 

! 1.30 

0 

$125.... 

$130 

2.3 00 

20 60 

18 30 

1600 

33.70 

11.40 

Kg' in 

6.80 

4.50 

2.20 

0 

$130.... 

$m 

2.3 90 

21 50 

19.20 

16,90 

34.60 

12 30 


7.T0 

5-40 

1 310 

.80 

$135 

$140 

24 80 

22.40 

20.10 

17 80 

15 50 


10 90 

8.60 

6 30 

4.00 

1-70 

$140..,, 

$145,.,.: 

25 70 

23 30 

23JQO 

18 70 

tS itA 


11 SO 

9,50 


4.90 

2.60 

$145 

$150 

26 60 

24l20 

2i:90 

lo'eo 




10 40 


5.80 

3.50 


1 $160 

27.90 

25.60 


23,00 

laTO 

16.40 

14.10 

11-70 

Kiiii 

7.10 

4.S0 

$160 

i $370.... 

29 70 

27 40 

25.10 

22,80 

20.50 


15 00 

13.50 

11.20 

8.90 

6jeo 

$170,,,. 


3150 

29 20 

26.90 

24j60 

22.30 

20 00 1 

17.70 


13.00 

10.70 

a40 


$190 

33.30 

31,00 


26.40 


21.80 I 

19 50 

17,10 

34.80 

12J$0 

10.20 

$190....! 

$200.... 

35.10 

32i40 






gggj 

10,60 

14.:^ 

12,00 



18 percent ef the excess over $200 plus— 



86.00 1 

IIJ23 

[QB3I 


152^1 

[ES3! 




E^l 

12.00 
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“If the pay-roll period! with respect to an employe© is biweeldy 
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“If tlio pay-roll period with respect to an employee is semimonthly 
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“If the pay-roll period witli respect to an employee Is monthly 


AnS tlxe wwgres 




AlaA ttbe msmiber of -wllixholdins^ exesnplioixs clalmod Is—* 
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the ptty-iwll period with respect to an employee Is & daily pay* 
roll period or a miscellaneous pay-roll period 


jLod ihe» wMtrm 
llivlded by the 
siiijaber of days 
lA svcii period 


And the number of witliboldlnr ex^nptions claimed is— 


Tlio ttmoiiait of tax to be withheld shall be the following’ aznouAt 
multiplied by* the number of days In such period— 
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(2) If wages are paid respect to a period wMcIl is not a payroll 
period, tiie amount to be deducted and witblield sball be that applicable in 
the case of a miscellaneous payroll period containing a number of days 
(including Sundays and holidays) equal to the number of days in the 
period with respect to which such wages are paid. 

(S) In any case in which wages are paid by an employer without regard 
to any payroll period or other period, the amount to be deducted and with- 
lield shall be that applicable in the case of a miscellaneous payroll period 
containing a number of days equal to the number of days (including Sun- 
days and holidays) which have elapsed since the date of the last payment 
of such wages by such employer during the calendar year, or the date 
of commencement of employment with such employer during such year, or 
January 1 of such year, whichever is the later. 

(4) In any case in which the period, or the time described in para- 
graph (3), in respect of any wages is less than one week, the Commis- 
sioner, under regulations prescribed by him with the approval of the 
Secretary, may anthorize an employer to determine the amonnt to be 
deducted and withheld under the tables applicable in the case of a weekly 
payroll period, in which case the aggregate of the wages paid to the em- 
ployee during the calendar week shall be considered the weekly wages, 

(5) If the wages exceed the highest wage bracket, in determining the 
amount to be deducted and withheld under this subsection, the wages may, 
at the election of the employer, he computed to the nearest dollar. 

(d) Tax paid by recipient. If the employer, in violation of the provi- 
sions of this subchapter, fails to deduct and withhold the tax under this 
subchapter, and thereafter the tax against which such tax may be credited 
is paid, the tax so required to be deducted and withheld shall not be col- 
lected from the employer; but this subsection shall in no case relieve 
the employer from liability for any penalties or additions to the tax other- 
wise applicable in respect of such failure to deduct and withhold. 

(e) Nondeductibility of tax in computing net income. The tax deducted 
and withheld under this subchapter shall not be allowed as a deduction 
either to the employer or to the recipient of the income in computing net 
income for the purpose of any tax on income imposed by Act of Congress. 

(f) Befundjs or credits. 

(1) Employers. Where there has been an overpayment of tax under 
this subchapter, refund or credit shall be made to the employer only to 
the extent that the amount of such overpayment was not deducted and 
withheld under this subchapter by the employer. 

(2) Employees. For refund or credit in cases of excessive withholding, 
see section 322 (a). 

(g) Included and excluded wages. If the remuneration paid by an 
employer to an employee for services performed during one-half or more 
of any payroll period of not more than thirty-one consecutive days con- 
stitutes wages, all the remuneration paid by such employer to such em- 
ployee for such period shall be deemed to be wages; but if the remunera- 
tion paid by an employer to an employee for services performed during 
more than one-half of any such payroll period does not constitute wages, 
then none of the remuneration paid by such employer to such employee 
for such period shall be deemed to be wages. 

(h) Withholding ©xeniptioiis. 

(1) In general. An employee receiving wages shall on any day be 
entitled to the following withholding exemptions: 

(A) An exemption for himself. 

(B) One additional exemption for himself if, on the basis of facts exist- 
ing at the beginning of such day, there may reasonably be expected to be 
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allowable an exemption under section 25(b) (1) (B) (i) (relating to old 
age) for tbe taxable year under Chapter 1 in respect of which amounts 
deducted and withheld under this subchapter in the calendar year in 
which such day falls are allowed as a credit. 

(C) One additional exemption for himself if, on the basis of facts 
existing at the beginning of such day, there may reasonably be expected 
to be allowable an exemption under section 25(b) (1) (C) (i) (relating 
to the blind) for the taxable year under Chapter 1 in respect of which 
amounts deducted and withheld under this subchapter in the calendar 
year in which such day falls are allowed as a credit. 

(D) If the employee is married, any exemption to which his spouse 
is entitled, or would be entitled if such spouse were an employee re- 
ceiving wages, under subparagraph (A), (B), or (C), but only if such 
spouse does not have in effect a withholding exemption certificate claim- 
ing such exemption. 

(jB3) An exemption for each individual with respect to whom, on the 
basis of facts existing at the beginning of such day, there may reasonably 
be expected to be allowable an exemption under section 25(b) (1) (D) for 
the taxable year under Chapter 1 in respect of which amounts deducted 
and withheld under this subchapter in the calendar year in which such 
day falls are allowed as a credit. 

(S) ISxemption certificates 

(A) On Commencement of Employment. — On or before the date of 
the commencement of employment with an employer, the employee shall 
furnish the employer with a signed withholding exemption certificate 
relating to the number of withholding exemptions which he claims, which 
shall in no event exceed the number to which he is entitled. 

(B) Change of Status, Etc. — on any day during the calendar year, 
the number of withholding exemptions to which the employee is entitled 
is less than the number of withholding exemptions claimed by the em- 
ployee on the withholding exemption certificate then in effect with re- 
spect to him, the employee shall within ten days thereafter furnish the 
employer with a new withholding exemption certificate relating to the 
number of withholding exemptions which the employee then claims, which 
shall in no event exceed the number to which he is entitled on such day. 
If, on any day during the calendar year, the number of withholding ex- 
emptions to which the employee is entitled is greater than the number of 
withholding exemptions claimed, the employee may furnish the employer 
with a new withholding exemption certificate relating to the number of 
withholding exemptions which the employee then claims, which shall in 
no event exceed the number to which he is entitled on such day. 

(C) Change of Status, Etc., Which Affects Next Calendar Year. — 
If on any day during the calendar year the number of withholding exemp- 
tions to which the employee will be, or may reasonably be expected to be, 
entitled at the beginning of his next taxable year under Chapter 1 is 
different from the number to which the employee is entitled on such day, 
the employee shall, in such cases and at such times as the Commissioner, 
with the approval of the {Secretary, may by regulations prescribe, fur- 
nish the employer with a withholding exemption certificate relating to 
the number of withholding exemptions which he claims with respect to 
such next taxable year, which shall in no event exceed the number to 
which he will be, or may reasonably be expected to be, so entitled. 

(S) When certificate tahes effect 

(A) First Certificate Furnished. — ^A withholding exemption certificate 
furnished the employer in cases in which no previous such certificate Ip 
in effect shall take effect as of the beginning of the first payroll period 
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ending, or tlie first payment of wages made without regard to a payroll 
period, on or after the date on which such certificate is so furnished. 

(B) Furnished to Take Place of Existing Certificate. — A withholding 
exemption certificate furnished the employer in cases in which a previous 
such certificate is in effect shall take effect with respect to the first pay- 
ment of wages made on or after the first status determination date which 
occurs at least thirty days from the date on which such certificate is so 
furnished, except that at the election of the employer such certificate may 
be made effective with respect to any payment of wages made on or after 
the date on which such certificate is so furnished; but a certificate fur- 
nished pursuant to paragraph (2) (C) shall not take effect, and may not 
be made effective, with respect to any payment of wages made in the cal- 
endar year in which the certificate is furnished. For the purposes of this 
subparagraph the term “status determination date" means January 1 and 
July 1 of each year. 

(4) Period during which certificate remains in effect. A withholding 
exemption certificate which takes effect under this subsection shall con- 
tinue in effect with respect to the employer until another such certificate 
takes effect under this subsection. 

(5) Contents of certificate. Withholding exemption certificates shall 
be in such form and contain such information as the Commissioner may, 
with the approval of the Secretary, by regulations prescribe. 

(i) Overlapping pay periods, and so forth. If a payment of wages is 
made to an employee by an employer — 

( 1 ) with respect to a payroll period or other period, any part of which 
is included in a payroll period or other period with respect to which wages 
are also paid to such employee by such employer, or 

(2) without regard to any payroll period or other period, but on or 
prior to the expiration of a payroll period or other period with respect to 
which wages are also paid to such employee by such employer, or 

(3) with respect to a period beginning in one and ending in another 
calendar year, or 

(4) through an agent, fiduciary, or other person who also has the 
control, receipt, custody, or disposal of, or pays, the wages payable by 
another employer to such employee, 

the manner of withholding and the amount to be deducted and withheld 
under this subchapter shall be determined in accordance with regulations 
prescribed by the Commissioner with the approval of the Secretary under 
which the withholding exemption allowed to the employee in any cal- 
endar year shall approximate the withholding exemption allowable with 
respect to an annual payroll period. 

(j) Withholding on basis of average wages. The Commissioner may, 
under regulations prescribed by him with the approval of the Secretary, 
authorize employers (1) to estimate the wages which will be paid to any 
employee in any quarter of the calendar year, (2) to determine the 
amount to he deducted and withheld upon each payment of wages to such 
employee during such quarter as if the appropriate average of the wages 
so estimated constituted the actual wages paid, and (3) to deduct and 
withhold upon any payment of wages to such employee during such 
quarter such amount as may be necessary to adjust the amount actually 
deducted and withheld upon the wages of such employee during such 
quarter to the amount required to be deducted and withheld during such 
quarter without regard to this subsection. 

(t) Additional withholdLiiig. The Secretary is authorized by regula- 
tions to provide, under such conditions and to such extent as he deems 
proper, for withholding in addition to that otherwise required under 
this section in cases in which the employer and the employee agree (in 
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sticli form as tlie Secretary may by regulations prescribe) to sucb addi- 
tional withholding. Such additional withholding shall for all purposes 
be considered tax required to be deducted and withheld under this sub- 
chapter. Added June 9, 19 43, 7 p. m., E. W. T., c. 120, § 2(a), 57 Stat. 
126, amended Feb. 25, 1944, 12:49 p. m., E. W. T., c. 63, Title I, § 137, 
58 Stat. 53; May 29, 1944, 7 p. m., E. W. T., c. 210, Pt. II, § 22(b-d, f), 
58 Stat. 247-253; Not. 8, 1945, 5:17 p. m., E. S. T., c. 453, Title I, 
§ 104 (a-c), 59 Stat. 561; Apr. 2, 1948, 3:18 p. m., E. S. T., c. 168, Title 
II, § 202(b) (1), Title V, §§ 501, 502, 62 Stat. 113, 130; Sept. 23, 1950, 
3:15 p. m., E. D. T., c. 994, Title I, Pt. IV, §§ 141, 142, 64 Stat. 921; 
Oct. 20, 1951, 2:07 p. m., E. S. T., c. 521, Title II, §§ 201-203, 65 Stat. 
474. 


Historical Note 


1951 Ajnendment. Subsec. (a) amend- 
ed by Acfc Oct. 20, 19ol, § 201, to insert 
exception clause at end of section. 

Subsec. (c) (1) amended by Act Oct. 

20, 1951, § 202, to provide new withbold- 
ing tables under par. (A) for wages 
paid after Oct. 31, 1951 and before Jan. 

1, 1954, with a new par. (B) containing 
the former tables for wages paid after 
Dec. 31, 1953. 

Subsec. (k) added by Act Oct. 20, 1951, 
i £ 03 . 

1950 Amendment. Subsec, (a) amended 
by Act Sept. 23, 1950, § 141, to increase 
the withholding rate from "15 per cent- 
um” to "18 per centum”. 

Subsec. (c) fl) amended by Act Sept. 

23, 1950, § 142, to set up new withholding 
tables to reflect the tax rate increase. 

1948 Amendment. Subsec. (a) amend- 
ed by Act Apr. 2, 1948, § 501, which pro- 
vides only one withholding rate of 15 
percent instead of the graduated with- 
holding rates. 

Subsec. (b) (1) amended by Act Apr. 

2, 1948, § 501, which corrects table to 
comply with the 15 percent withholding 
rate. 

Subsec. (c) (1) amended by Act Apr. 

2, 194^ § 502, which corrects the tax 
tables to refllect the reduction in taxes. 

Subsec. (h) (1) amended by Act Apr. 

2, 1948, § 202(b) (1), which makes tech- 
nical amendments made necessary by the 
additional credits provided by section 
25(b) of I.R.C.1939. 

1945 Amendment, Subsec. (a) amended 
by Act Nov. 8, 1945, | 104(a) (1), which 
struck out par. (1), inserted "17 per 
centum” in lieu of "18 per centum” in 
par. (2), inserted "19 per centum” in 
lieu of "19,8 per centum” in par. (3), 
and renumbered pars. (2) and (3) as (1) 
and (2) respectively. 

Subsec. (b) (1) amended by Act Nov, 

8, 1945, § 104(a) (2), which struck out 
“18 per centum” in the last column of the 
table therein and inserted in lieu thereof 
“17 per centum”. 

Subsec. (c) (1), the tables relating to 
wage bracket withholding, amended gen- 
erally by Act Nov. 8, 1945, | 104 (b). 

Subsec. (h) (1) (c) amended by Act 
Nov. 8, 1945. 8 104(c), which struck out 
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"a surtax exemption under section 25(b) 
(3)” and inserted in lieu thereof "an ex- 
emption under section 25(b) (1) (C)”. 

1844 Amendment. Subsec. (a) amend- 
ed by Act May 29, 1944, which omitted 
the 3% provision designed to collect the 
Victory tax and provided a graduated 
scale of withholding tax so that a 
taxpayer whose income is from wages 
will have the full tax withheld on wages 
up to $5000. 

Subsec. (b) (1) amended by Act May 
29, 1944, which omitted the two tables 
necessary to prescribe the appropriate 
exemptions for all pay roll periods for 
every family status under both the 
Victory tax and the regular income, and 
inserted in lieu thereof one short table 
covering all pay roll periods. 

Subsec. (c) (1) amended generally by 
Act May 29, 19^, which provided fon 
new withholding tables for different pay 
periods to take into account the repeal 
of the Victory tax and the revision of 
both the normal and surtax rates. 

Subsec. (h) amended by Act May 29, 
1944, which completely revised the pro- 
visions relating to withholding exemp- 
tion certificates. 

Subsec. (h) (1) amended by Acts Feb. 
25, 1944, and May 29, 1944. Act Feb. 25, 
1944 inserted, "if furnished by reason of 
a change in status occurring on or before 
July 1, of the calendar year” following 
“election of the employer”. Act May 29, 
1944, struck out same phrase. 

Effective Date of 1951 Amendment. 

Section 204 of Act Oct. 20, 1951, provided 
that the amendments to this section shall 
be applicable only with respect to wages 
paid on or after Nov. 1, 1951, 

Effective Date of 1950 Amendments. 

Section: 143 of Act Sept. 23, 1950, provided 
that the amendments oif this section 
should be applicable only with respect to 
wages paid on or after Oct. 1, 1950. 

Effective Date of 1948 Amendments. 

Section 203 of Act Apr 2, 1948, provided 
that amendments made by sections 201 
and 202 of said Act Apr. 2, 1948, to sec- 
tions 23(y>. 25(b) (1), (2), 51(a>, 68(a), 
W(a), 147(a), 163(a) (1), and 1622(h) (1) 
of r.Il.C.1^9 should be applicable to tax^ 
able years banning after Dec. 31, 1947;, 
and tliat taxable years beghming ib 
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1947 and ending in 1948 sliall be gor- 
erned by subsec. (d) of section 108 of 
I.Il.C.1939. 

Section 503 of Act Apr. 2, 194S» pro- 
vided that tbe amendments of subsecs, 
(a), (b) (1), and (c) (1) of this section 
by sections 501 and 502 of said Act Apr. 
2, 1948, should be applicable only with 
lespeet to wages paid on or after IMay 1, 
im 

EffTOtivo Bate of 1945 Amendment. 
Amendments by Act Nov. 8, 1945, were 
made applicable only with respect to 
wages paid on or after Jan. 1, 1946, by 
section 101(e) thereof. 

EfTectiv© Bat© of 1944 Amendtment. 
Amendment of subsecs, (a), (b) (1), and 
(h) by Act May 29, 1944, § 22(b), (c), 
(d), respectively, was made applicable 
only with respect to wages paid on or 
after Jan. 1, 1945, by section 21 thereof. 

Kepeal of section 6(c), (d) (4), (d) (5), 
and (e) (2), and amendment of section 
6(d) (2), (d) (3), (d) (6), and (d) (7) 
of Act June 9, 1043, by Act Feb. 25, 
1944, c. G3, Title Y, § 506(a, b), 58 Stat. 
73, was made applicable to taxable years 
beginning after Bee. 31, 1942 and before 
J'an. 1, 1944, by section 506(c) thereof. 

Subsec. (f) of Act May 29, 1944, pro- 
vided that the amendment of subsec. (b) 
<1) by subsec. (f) should be effective with 
respect to wages paid during the calendar 
year 1944, 

Amendment of subsec. (h) (1) by Act 
Feb. 25, 1944, was made applicable to 
taxable years beginning after Dec. 31, 
1943, by section 101 thereof. 

Effective I>a.te. Section, prior to May 
29, 1944, amendment, as effective July 1, 

1943, see note preceding section 1621 of 
I.E.ai939. 

New Withholding Exemption Certifl- 
eates. Subsec. (e) of Act May 29, 1944, 
I 22, provided : 

“(1) Old certificates made ineffective. 
Certificates furnished (whether before or 
after the enactment of this Act) [May 
29, 1944, 7 p. m., B.W.T.] under section 
1622(h) of the Internal Revenue Code, 
without regard to its amendment by this 
Act [Act May 29, 1944, 7 p. m., E W.T., c. 
210, Part II, § 22, 58 Stat. 247], shall 
have no effect with respect to with- 
holding to which such section, as amend- 
ed by this Act, is applicable. 

‘‘(2) Keqinirement of famishing: new 
certificate. On or before December 1, 

1944, and on or before the date of com- 
meneement of employment if such date 
occurs after December 1, 1944, and pri- 
or to January 1, 1945, each employee re- 
ceiving wages shall furnish his employ- 
er with the withholding exemption cer- 
tificate, required by section 1622(h) of 
the Internal Revenue Code (as amend- 
ed by this Act) in the case of commence- 
ment of employment on or after January 
1, 1945, and for such purposes the num- 
ber of withholding exemptions which 
he is entitled to claim shall be the num- 
ber which he would be entitled to claim 


if the day on which such certificate is 
so furnished were January 1, 1945 

**(Z) When new certificates tak© effect. 
A certificate furnished under paragraph 
(2) of this subsection shall take effect 
with respect to the first payment of 
wages With respect to which section 1622 
of the Internal Revenue Code, as amend- 
ed by this Act, is applicable. A certifi- 
cate furnished under section 1622 (li) o£ 
the Internal Revenue Code, as amended 
by this Act, after December 1, 1944, and 
prior to January 1, 1945, and not fur- 
nished on or before the date of comnience- 
ment of employment, shall take effect as 
provided in section 1622(h) (S) (B) of 
such Code, as so amended, except that it 
may not be made effective with respect to 
any payment of wages to which section 
1622 of such Code, as so amended, is not 
applicable. A certificate furnisfied under 
section 1622(h) of such Code, as so 
amended, to an employer on or after Jan- 
uary 1, 1945, and not furnished on or 
before the date of commencement of em- 
ployment with such employer, shall take 
effect as provided in section ltS2(h) (3) 
(B) of such Code, as so amended, if such 
certificate is the firsr certificate so fur- 
nished and if on December 31, 1944, a cer- 
tificate was in effect with respect to 
such employer under section 1622(h) of 
such Code, without regard to such amend- 
ments.’* 

Belief From Double Payments In 1943. 
Section 6 of Act June 9, 1943, provided; 

‘*(a) Tax for 1942 Not Greater Than 
Tax for 1943. — ^In case the tax imposed 
by Chapter 1 of the Internal Revenue 
Code [1939] upon any individual (other 
than an estate or trust and other than a 
nonresident alien not subject to the pro- 
visions of sections 58, 59, and 60 of such, 
chapter) for the taxable year 1942 (de- 
termined without regard to this section, 
without regard to interest or additions to 
the tax, and without regard to credits 
against the tax for amounts withheld at 
source) is not greater than the tax for 
the taxable year 1943 (similarly deter- 
mined), the liability of such individual 
for the tax imposed by such chapter for 
the taxable year 1942 shall be discharged 
as of September 1, 1943, except that in- 
terest and additions to such tax shall be 
collected at the same time and in the 
same manner as, and as a part of, the tax 
under such chapter for the taxable year 
1943 In such case if the tax for the 
taxable year 1942 (determined without 
regard to this section and without regard 
to interest or additions to the tax) is 
more than $50, the tax under such chap- 
ter for the taxable year 1943 shall be 
increased by an amount equal to 25 per 
centum of the tax for the taxable year 
1942 (so determined) or the excess of 
such tax (so determined) over $50, which- 
ever is the lesser. This subsection shall 
not apply in any case in which the tax- 
payer is convicted of any criminal offense 
with respect to the tax for the taxable 
year 1942 or in which additions to the tax 
for such taxable year are applicable by 
reason of fraud. 
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“(b) Tao: for 1942 Greater Than Tax 
for 1943. — case the tax imposed by 
Chapter 1 of the Internal Revenue Code 
upon any individual (other than an es- 
tate or trust and other than a nonresi- 
dent alien not subject to the provisions 
of sections 58, 59, and 60 of snch chap- 
ter) for the taxable year 1942 (deter- 
mined without regard to this section, 
without regard to interest or additions 
to the tax, and without regard to credits 
against the tax for amonnts withheld at 
source) is greater than the tax for the 
taxable year 1943 (similarly determined), 
the liability of such individual for the 
tax imposed by such chapter for the 
taxable year 1942 shall be discharged as 
of September 1, 1943, except that inter- 
est and additions to such tax shall be 
collected a^the same time and in the 
same mann# as, and as a part of, the 
tax under such chapter for the taxable 
year 1943. In snch case the tax under 
snch chapter for the taxable year 1943 
shall be increased by — 

‘'(1) the amount by which the tax 
imposed by such chapter for the taxable 
year 1942 (determined without regard to 
this section and without regard to in- 
terest and additions to such tax) exceeds 
the tax imposed by such chapter for the 
taxable year 1943 (determined without re- 
gard to this section, without regard to in- 
terest and additions to such tax, and 
without regard to credits against snch 
tax under section 4G6(e) or under section 
S5 of such chapter), plus 

**(2) if the tax for the taxable year 
1943 (determined without regard to this 
section, without regard to interest or 
additions to the tax, and without regard 
to credits against such tax under section 
466(e) or under section 35 of such chap- 
ter) is more than $50, an amount egual 
to 25 per centum of the tax for the tax- 
able year 1943 (so determined) or the 
excess of such tax (so determined) over 
^50, whichever is the lesser. Such 
amount shall in no case exceed 25 per 
centum of the tax for the taxable year 
1942 (determined without regard to this 
section and without regard to interest 
and additions to such tax) or the ex- 
cess of snch tax (so determined) over 
$50, whichever is the lesser. 

This subsection shall not apply in any 
<*ase in which the taxpayer is convicted 
of any criminal offense with respect to 
the tax for the taxable year 1942 or in 
which additions to the tax for such tax- 
able year are applicable by reason of 
fraud. An individual who becomes sub- 
ject to tax for the taxable year 1943 un- 
der this subsection shall be an individ- 
ual required to make a return for the 
taxable year 1943 und^ section 51 of 
the Internal Revenue Code. 

"(c) Repealed. Feb. 25, 1944, 12:49 p. 
m., RW.T., e. 63, § 506(a), 58 Stat. 73. 

"(d) Rules for Application, of Subsec- 
tions (a) and (b).— 

"(1) Application of subsection (b> to 
meombers of armed forces. — If the tax- 
payer is in active service in the military 
or naval forces of the United States or 
any of the other United Nations at any 


time during the taxable year 1942 or 1943, 
the increase in the tax for the taxable 
year 1943 under subsection (b) (1) shall 
be reduced by an amount equal to the 
amount by which the tax for the tax- 
able year 1942 (determined without re- 
gard to this section) is increased by rea- 
son of the inclusion in the net income 
for the taxable year 1942 of the amount 
of the earned net income (as defined in 
section 25(a) (4)). 

**(Z) Joint return^, — If the taxpayer ei- 
ther for the taxable year 1942 or for 
the taxable year 1943 makes a joint re- 
turn with his spouse, the taxes of the 
spouses for the taxable year for which a 
joint return is not made shall be aggre- 
gated for the purposes of subsections (a) 
and (b), and in case the taxable year for 
which a joint return is not made is the 
taxable year 1943, the liability for the 
increase in the tax for the taxable year 
1943 under subsections (a) and (b), shall 
be joint and several. (As amended Feb 
25, 1944, 12:49 p. m., E.W.T., c. 63. S 
506(b) (1), 58 Stat. 73.) 

"(3) Foreign tax credit and applica- 
tion of Sections 105, 106, and 107. — The 
credit against the tax imposed by Chap- 
ter 1 of the Internal Revenue Code for 
the taxable year 1943 allowed by sec- 
tion 31 of such chapter (relating to tax- 
es of foreign countries and of posses- 
sions of the United States), shall be de- 
termined without regard to subsections 
(a) and (b). Sections 105, 106, and 107 
of such chapter (relating to limitations 
on tax) shall be applied without regard 
to subsections (a) and (h). (As amend- 
ed Feb. 25, 1944, 12 :49 p. m-, B.W.T., c. 
63, § 506(b) (2), 58 Stat. 73.) 

'"(4), (5>. Repealed. Feb. 25, 1944, 12:49 
p. m., B.W.T., c. 63, § 506(a). 58 Stat. 73. 

"(6) Certain portions of increase in 
1943 tax not part of estimated tax. — ^The 
amount by which the tax for the taxable 
year 1943 is increased under subsection 

(a) or (b) (2) shall not be considered to 
be a part of the tax for snch taxable 
year for the purposes of sections 58, 59, 
60, and 294(a) (3), (4), and (5) of the 
Internal Revenue Code. (As amended 
Feb. 25, 1944, 12:49 p. m., B.W.T.. c. 
63, § 506(b) (3), 58 Stat 73 ) 

"(7) Taxpayer dying in taxable year 
1942. — If the individual dies during the 
taxable year 1942, subsections (a) and 

(b) shall not apply. (As amended Feb. 
25, 1944, 12:49 p. m , B.W.T., c. 63, § 
606(b) (2), 58 Stat. 73.) 

"(e) Extension of time for payment of 
portions of increase in 1943 tax. — 

"(1) Twenty-five per centum increase 
under subsection (a) or (b). — ^At the elec- 
tion of the taxpayer, made under regu- 
lations prescribed by the Commissioner 
with the approval of the Secretary, the 
Commissioner shall, except as hereinafter 
provided, extend the time for the pay- 
ment of the portion of the tax for the 
taxable year 1943 equal to one-half of 
the amount of the 25 per centum increase 
therein under subsection (a) or (b) (2) 
for the taxable year 1943, in which case 
such portion shall be paid on or before 
the fifteentii day of the fifteenth month 
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following tlie close of the taxable year. 
The Commissioner may condition the ex- 
tension upon the furnishing by the tax- 
payer of a bond in such amount, not ex- 
ceeding the amount with respect to which 
the extension applies, with such surety 
or sureties, as the Commissioner deems 
necessary, conditioned upon the payment 
of such amount in accordance with the 
terms of the extension. If such amount 
is not paid on or before the date on. 
which it is payable, it shall be paid upon 
notice and demand from the Collector. If 
such amount is not paid on or before the 
■date on which it is payable, there shall 
be collected, as a part of the tax, inter- 
est on such amount at the rate of 6 per 
centum per annum for the period begin- 
ning with the date on which such amount 
is payable and ending with the date on 
which it is paid. 

“(2). BepealedU Feb, 25, 1944, 12:49 
p. m., B.W.T., c. 63, § 506(a), 58 Stat. 
73. 

“(f) Treatment of payments on account 
of 1943 tax. — ^Any payment (other than 
interest and additions to the tax) made 
on account of the tax imposed by Chap- 
ter 1 of the Internal Revenue Code [1939] 
for the taxable year 1942 upon a tax- 
payer whose liability for such tax is 
discharged under subsection (a) or (b) 
shall be considered as payment on ac- 
count of the estimated tax for the taxable 
year 1943. In the case of any extension 
of time for the payment of such tax 
granted by the Commissioner prior to 
September 1, 1943, payment of the por- 
tion thereof which if such extension had 
not been granted would have been pay- 
able under section 56(b) prior to such 
date shall be made notwithstanding sub- 
section (a) or (b), but the foregoing pro- 
visions of this subsection shall apply to 
any such payment- In case the taxpayer 
becomes delinquent, prior to September 1, 
1943, in the payment of such tax or any 
installment thereof, subsection (a) or (b) 
shall not relieve the taxpayer of his lia- 
bility for the tax, but the foregoing pro- 
visions of this subsection shall be appli- 
cable to payment of such liability. If any 
payment on account of the tax imposed 
by such chapter for the taxable year 1942 
is made pursuant to a joint return made 
by husband and wife for such ' taxable 
year, and such payment is considered 
as a payment on account of the estimat- 
ed tax for the taxable year 1943, such 
payment may be treated as a payment 
on account of the estimated tax of either 


the husband or the wife for such taxable- 
year or may be divided between them, 

“(gr) Use of term ‘taxable year.' — For 
the purposes of this section the terms 
‘taxable year 1937’, ‘taxable year 1938’, 
‘taxable year 1939', ‘taxable year 1940’, 
‘taxable year 1942’, and ‘taxable year 
1943’ mean, respectively, the taxable year 
beginning in 1937, 1938, 1939, 1940, 1942, 
and 1943, respectively ; and ‘taxable 
year’ as applied to the taxable year 1942 
or 1943 shall not include any period of 
less than twelve months unless occa- 
sioned by the death of the taxpayer or 
unless there is no taxable year of twelve 
months beginning in such calendar year. 

“(b) Regulations. — This section shall 
be applied in accordance with regula- 
tions prescribed by the Commissioner 
with the approval of the Secr^ry,” 

Status Determijiatioii Bate. Section 202 
(b) (2) of Act Apr. 2, 1948, provided : “In 
the case of an individual entitled to an 
additional withholding exemption under 
section 1622(h) (1) of the Internal Reve- 
nue Code [subsec. (b) (1) of this sec- 
tion] by reason of the amendment made 
thereto by paragraph (1) of this subsec- 
tion, the term ‘status determination date’ 
as used in section 1622(h) (3) (B) [sub- 
sec. (h) (3) (B) of this section] of such 
Code includes also the ninetieth day 
after the date of the enactment of this 
Act [3:18 p. m. E.S.T. Apr. 2, 1948].” 

Treaty Obligationis. Section 615 of Act 
Oct. 20, 1951, provided that: “No amend- 
ment made by this Act [Act Oct. 20, 1951] 
shall apply in any case where its appli- 
cation would be contrary to any treaty 
obligation of the United States.” 

Similar provisions were contained In 
the following Act: 

1950--Sept. 23, 1950, 3:15 p. m., B.D.T., 
c. 994, Title II, § 214, 64 Stat. 937. 

Text of Amendatory Revenue Acts. 
Complete original text of Revenue Acta 
amending this section, 1939 to date, see 
volumes “Title 26 — ^Internal Revenue 
Acts.” 

legislative History and Gonsressionail 
Comment: For legislative history and 
purpose of Act Oct. 20, 1951, see 1951 U.S. 
Code Cong.Service, p. 1781. See, also, Acts 
Apr. 2, 1948, 1948 U.S.Code Cong Service, 
p. 1163; Nov. 8, 1945, 1945 U.S.Code 
Cong Service, p. 814; May 29, 1944, 1944 
U.S.Code Cong. Service, p. 1056. 


§ 1623. liiability for tax 

The employer sball be liable for the payment of tbe tax required to be 
deducted and withheld under this sub chapter, and shall not be liable 
to any person for the amount of any such payment. Added June 9, 1943, 
7 p. m., E. W. T., c. 120, § 2(a), 57 Stat. 126. 

Historical Kote 

Effective Bate. Section as effective 
July 1, 1943, see note preceding section 
1621 of I.B.C.1939. 
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§ 1624 :, Return and payment by govermnental employer 

If the employer is the United States, or a State, Territory, or political 
subdivision thereof, or the District of Columbia, or any agency or in- 
strumentality of any one or more of the foregoing, the return of the 
amount deducted and withheld upon any wages may be made by any 
officer or employee of the United States, or of such State, Territory, or 
political subdivision, or of the District of Columbia, or of such agency 
or instrumentality, as the case may be, having control of the payment of 
such wages, or appropriately designated for that purpose. Added June 
S', 1943, 7 p. m., E. W. T., c. 120, § 2(a), 57 Stat. 126, 

Historical Note 

Effective Bate. Section as effective 
July 1, 1943, see note preceding section 
1621 of I.R.C.1939, 

§ 1625. Receipts 

(a) Requirement. Every employer required to deduct and withhold 
a tax in respect of the wages of an employee, or who would have been so 
required if the employee had claimed no more than one withholding ex- 
emption, shall furnish to each such employee in respect of his employment 
during the calendar year, on or before January 31 of the succeeding year, 
or, if his employment is terminated before the close of such calendar 
year, on the day on which the last payment of wages is made, a written 
statement showing the wages paid by the employer to such employee 
during such calendar year, and the amount of the tax deducted and with- 
held under this subchapter in respect of such wages. In the case of com- 
pensation paid for service as a member of the armed forces, the statement 
shall show, as wages paid during the calendar year, the amount of such 
compensation paid during the calendar year which is not excluded from 
gross Income under chapter 1 (whether or not such compensation con- 
stituted wages as defined in section 1621(a)); such statement to be 
furnished if any tax was withheld during the calendar year or if any 
of the compensation paid is includible under chapter 1 in gross income. 

(b) Statements to constitute information returns. The statements 
required to be furnished by this section in respect of any wages shall 
be furnished at such other times, shall contain such other information, 
and shall be in such form as the Commissioner, with the approval of the 
Secretary, may by regulations prescribe. A duplicate of such statement 
if made and filed in accordance with regulations prescribed by the Com- 
missioner with the approval of the Secretary shall constitute the return 
required to be made in respect of such wages under section 147. 

(c) Extension of time. The Commissioner, under such regulations as 
he may prescribe with the approval of the Secretary, may grant to any 
employer a reasonable extension of time (not in excess of thirty days) 
with respect to the statements required to be furnished under this section. 

(d) Application of section. This section shall apply only with respect 
to wages paid before January 1, 1951. For corresponding provisions 
with respect to wages paid after December 31, 1950, see section 1633. 
Added June 9, 1943, 7 p. m., E. W- T., c. 120, § 2(a), 57 Stat. 126, 
amended Nov. 8, 1945, 6:17 p. m., E. S. T., c. 463, Title I, § 104(d) (1), 
59 Stat. 567; Aug. 23, 1950, c. 809, Title II, § 206(b) (3), 64 Stat. 538; 
Sept 23, 1950, 3:15 p. m., E. D, T., c. 994, Title H, § 202(c), 64 Stat 
927. 

Historical Note 

1950 Amendineaits. Subsec. (a) amend- the taxable year or if (even though no 
ed by Act Sept. 23, 1950, which added tax was withheld) any taxable compen- 
last sentence requiring a statement to be sation was paid during the taxable year, 
furnished if any tax was withheld during Subsec. (d) added by Act Aug. 28, I95d 
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1945 Auaendnieiiit. Subsec. (a) amend- 
ed, by Act Nov. 8, 1945, which inserted 
after “required to deduct and withhold 
a tax in respect of the wages of an em- 
ployee” the following: or who would 

have been so required if the employee 
had claimed no more than one withhold- 
ing exemption,’”. 

Effective Bate of 1950 Anaendineint. 
Addition of subsec. (d) as applicable only 
with respect to wages paid after Dee. 31, 
1950, see note set out under section 
16^ of I.E.C.19S9. 

Effective Date of 1945 Amendment. 
Amendment to subsec. (a) by Act Nov. 8, 

1945, was made applicable only with re- 
spect to wages paid on or after Jan. 1, 

1946, by section 104(e) thereof. 

Effective Date. Section as effective July 
1, 1943, see note preceding section 1621 of 


Treaty Obligations. Section 214 of Act 
Sept- 23, 1950, provided that: “No 

amendment made by this Act [Act Sept. 
23, 1950] shall apply in any case where 
its application would be contrary to 
any treaty obligation of the United 
States.” 

Text of Amendat-s^ry Eovenne Acts. 
Complete original text of Bevenue Acts 
amending this section, 1939 to date, see 
volumes “Title 26 — Internal Eevenue 
Acts". 

legislative History and Congressional 
Coimnent: For legislative history and 
purpose of Act Sept. 23, 1950, see 1950 
U.S.Code Cong Service, p. 3053 See, also, 
Act Nov. 8, 1945, 1945 U.S.Code Cong.Serv- 
ice, p. 814. 


§ 1626. Penalties 

(a) Penalties for fraudulent statement or failure to furnish statement. 
In lieu of any other penalty provided by law (escept the penalty provid- 
ed by subsection (b) of this section), any person required under the 
provisions of section 1625 to furnish a statement who willfully furnishes 
a false or fraudulent statement, or who willfully fails to furnish a state- 
ment in the manner, at the time, and showing the information required 
under section 1625, or regulations prescribed thereunder, shall for each 
such failure, upon conviction thereof be fined not more than |1,00 0, or 
imprisoned for not more than one year, or both. 

(b> Additional penalty. In addition to the penalty provided by sub- 
section (a) of this section, any person required under the provisions of 
section 1625 to furnish a statement who willfully furnishes a false or 
fraudulent statement, or who willfully fails to furnish a statement in the 
manner, at the time, and showing the information required under section 
1625, or regulations prescribed thereunder, shall for each such failure be 
subject to a civil penalty of not more than $50. 

(c) Repealed. Aug. 2T, 1949, c. 517, § 6, 63 Stat. 668 

(d) Penalties in respect of withholding exemption certificates. Any 
individual required to supply information to his employer under section 
1622(h) who willfully supplies false or fraudulent information, or who 
willfully fails to supply information thereunder which would require an 
increase in the tax to be withheld under section 1622, shall, in lieu of 
any penalty otherwise provided, upon conviction thereof, he fined not more 
than 1500, or imprisoned for not more than one year, or both. Added 
June 9, 1943, 7 p. m., E. W. T., c. 120, § 2(a), 57 Stat. 126, amended NTov. 
8, 1945, 5:17 p. m., E. S. T., c. 45S, Title I, § 104(d) (2), 59 Stat. 568; 
Aug. 27, 1949, c. 517, § 6, 63 Stat. 6 68. 


Historical Note 


1949 Amendment. Subsec. (c) relating 
to failure of employer to file return, or 
pay tax, repealed by Act Aug. 27, 1949. 

1945 Amendmeat. Subsecs, (a) and (b) 
amended by Act Nov. 8, 1945, which 
struck out “in respect of tax with- 
held pursuant to this subehapter'" in 
each of such subsections, and struck 
out “receipt” wherever appearing there- 
in and inserted in lieu thereof “state- 
ment”. 

Effective Bate of 1945 Amendment. 
Amendments to subsecs. (a) and (b) by 


Act Nov. 8, 1945, were made applicable 
only with respect to wages paid on or 
after Jan. 1, 1946, by section 104(e) there- 
of. 

Effective Bjate. •Section as effective 
July 1, 1943, see note preceding section 
1621 of I.R.C.1939. 

Text of Amendatory Eevenue Acts. 
Complete original text of Eevenue Acts 
amending this section, 1939 to date, 
see volumes “Title 26— Internal Bevenue 
Acts”. 
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§ 1627. Otlier laws applicable 

Ail provisions of law, including penalties, applicable witli respect to 
the tax imposed by section 1400 shall, insofar as applicable and not in- 
consistent with the provisions of this subchapter, be applicable with 
respect to the tax under this subchapter. Added June 9, 1943, 7 p. m., 
E. W. T., c. 120, § 2(a), 57 Stat. 126. 

Historical Hot© 

Effective Bate. Section as effective July 
1, 1943, see note preceding section 1621 
of I.E C-1&30. 


SUBCHAPTER E. — GENERAL PROVISIONS 
Historical Hot© 

Subebapter added by Act June 9, 1943, Effective Bate. Effective date of sub- 
7 p. m., B. W- T., c. 120, § 2(a), 67 chapter, see note preceding section 1621 of 
Stat 126. I.R.C.1939. 

§ 1630. Repealed. Aug. 27, 1940, c. 517, § 4(b), 63 Stat. 668 

Historical Hot© 

Effective Bate. The repeal of section as Section, added June 9, 1943, 7 p. m., 
applicable with respect to any return, E.W.T., c. 120, § 2(a), 57 Stat. 120, re- 
statement, or document filed after Aug. lated to verification of returns. 

27, 1949, see note set out under section 
3809 of I.R.C.1939. 

§ 1631. Failure of employer to file returns 

In case of a failure to make and file any return reoLUired under this 
chapter within the time prescribed by law or prescribed by the Com- 
missioner in pursuance of law, unless it is shown that such failure is 
due to reasonable cause and not to willful neglect, the addition to the 
tax or taxes required to be shown on such return shall not be less than 
$5. Added June 9, 1943, 7 p, m., E. W. T., c. 120, § 2(a), 57 Stat. 126, 
amended Aug. 27, 1949, c. 517, § 6, 63 Stat. 668; Aug. 28, 1950, c. 809, 
Title II, § 209(d) (1), 64 Stat. 547. 

Historical Hot© 

Effective Bate. Section as effective 
July 1, 1943, see note preceding section 
1621 of IR.C.1939. 

Text of Amendatory Bevenne Acts. 
Complete original text of Revenue Acts 
amending this section, 1939 to date, 
see volumes “Title 26 — ^Internal Revenue 
Acts”. 

I/Ogislative History* For legislative 
history and purpose of Act Aug. 27, 
1949, see 1949 U.S.Code Cong Service, 
p. 1876. 

after Dec. 31, 1950. 

§ 1632. Acts to be performed by agents 

In case a fiduciary, agent or other person has the control, receipt, cus- 
tody, or disposal of, or pays the wages of an employee or ^oup of em- 
ployees, employed by one or more employers, the Co mm issioner, under 
regulations prescribed by him with the approval of the Secretary, is 
authorized to designate such fiduciary, agent or other person to perform 
such acts as are required of employers under this chapter and as the Com- 
missioner may specify. Except as may be otherwise prescribed by the 
Commissioner with the approval of the Secretary, all provisions of law 
^including penalties) applicable in respect of an ^nployer shall be ap- 

T. 26h D.S.C.A.— 36 56T 


mSO Amendment. Act Aug. 28, 1950, 
amended section to omit provision re- 
lating to failure to pay the tax reauired 
by this chapter. 

1949 Amendment. Act Aug. 27, 1949, 
amended section generally to make a 
minimum addition to the tax of ^ for 
each failure to file return or pay the tax. 

Effective Bate of 1950 Amendment. 
Section 209(d) (2) of Act Aug. 28, 1950, 
provided that this section should be ap- 
plicable only with respect to returns filed 
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plicable to a fiduciary, agent or other person so designated but, except 
as so provided, the employer for whom such fiduciary, agent or other 
person acts shall remain subject to the provisions of law (including 
penalties) applicable in respect of employers. Added June 9, 1943, 7 
p. m„ E. W. T., c. 120, § 2(a), 57 Stat 126. 


Historical Note 

EfTective Date- Section as effective July 
1, 1943, see note preceding section 1621 
of IB.C.193a 

§ 1033. Beceipts for employees 

(a) Bequiremeat. Every person required to deduct and withhold 
from an employee a tax under section 1400 or 1622, or who would have 
been required to deduct and withhold a tax under section 1622 if the 
employee had claimed no more than one withholding exemption, shall 
furnish to each such employee in respect of the remuneration paid by 
such person to such employee during the calendar year, on or before Jan- 
uary 31 of the succeeding year, or, if his employment is terminated be- 
fore the close of such calendar year, on the day on which the last payment 
of remuneration is made, a written statement showing the following: (1) 
the name of such person, (2) the name of the employee (and his social 
security account number if wages as defined in section 1426(a) have been 
paid), (3) the total amount of wages as defined in section 1621(a), (4) 
the total amount deducted and withheld as tax under section 1622, (5) 
the total amount of wages as defined in section 1426(a), and (6) the 
total amount deducted and withheld as tax under section 1400, In the 
ease of compensation paid for service as a member of the armed forces, 
the statement shall show, as wages paid during the calendar year, the 
amount of such compensation paid during the calendar year which is not 
excluded from gross income under chapter 1 (whether or not such com- 
pensation constituted wages as defined in section 1621(a)); such state- 
ment to be furnished if any tax was withheld during the calendar year 
or if any of the compensation paid is includible under chapter 1 in gross 
income. 

(b) Statements to constitute information returns. The statements re- 
quired to he furnished by this section in respect of any remuneration shall 
be furnished at such other times, shall contain such other information, 
and shall be in such form as the Commissioner, with the approval of the 
Secretary, may by regulations prescribe. A duplicate of any such state- 
ment if made and filled in accordance with regulations prescribed by the 
Commissioner with the approval of the Secretary shall constitute the re- 
turn required to be made in respect of such remuneration under section 
147. 

(c) Extension of time. The Commissioner, under such regulations as 
he may prescribe with the approval of the Secretary, may grant to any 
person a reasonable extension of time (not In excess of thirty days) with 
respect to the statements required to be furnished under this section. 
Added Aug. 28, 1950, c. 8 09, Title II, § 20 6(a), 64 Stat. 537, amended 
Sept. 23, 1950, 3:15 p. m., E.D.T., c. 994, Title II, § 202(c), 64 Stat, 927. 


Historical Not© 


1950 Am©3ad2»©iit. Snbsec. (a) amended 
by Act Sept. 23, 1950, which added last 
sentence requiring a statement to be 
furnished if any tax: was withheld during 
the taxable year or if (even though no 
tax was withheld) any taxable compen- 
sation was paid during the taxable year. 

EfTective Date of 1950 Anaendmcfflit. 
Section 206(c) of Act Aug. 28, 1950, pro- 
vided that: ‘"The amendments made by 


this section [addition of sections 1633 
and 1634 of I.B..C.1939 and amendment 
of sections 1403(a) and 1625(a) of I.B.C. 
1939] shall be applicable only with re- 
spect to wages paid after December 31, 
1950, except that the amendment made by 
subsection (b) (1) of this section [amend- 
ment of section 322(a) of I.B.C.19393 shall 
be applicable only with respect to taxable 
years beginning after December 31, 1950, 
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and only witii respect to ‘special refunds' 
in the case of wages paid after December 
31, 1950.” 

Treaty Obligations, Section 214 of Act 
Sept. 23, 1950, provided that: “No 

amendment made by this Act [Act Sept. 
23, 1950] shall apply in any case where 
its application would be contrary to any 
treaty obligation of the United States.” 


Text of Amendatory Bevenne Acts. 
Complete original text of Revenue Acts 
amending this section, 1939 to date, 
see volumes “Title 26 — ^Internal Revenue 
Acts”. 

Xiegislativ© History* For legislative 
history and purpose of Act Sept. 23, 1950, 
see 1950 U.S Code Cong Service, p. 3053. 
See, also. Act Aug. 28, 1950, 1950 U.S.Code 
Cong.Service p. 3287. 


§ 1634. Penalties 

<a) Penalties lor fraudulent statement of fallnre to fnrnisli statement. 
In lieu of any other penalty provided by law (except the penalty pro- 
vided by subsection (b) of this section), any person required under the 
provisions of section 1633 to furnish a statement who willfully furnishes 
a false or fraudulent statement, or who willfully fails to furnish a state- 
ment in the manner, at the time, and showing the information required 
under section 1633, or regulations, prescribed thereunder, shall for each 
such failure, upon conviction thereof, be fined not more than $1,000, or 
imprisoned for not more than one year, or both. 

(b) Additional penalty. In addition to the penalty provided by sub- 
section (a) of this section, any person required under the provisions of 
section 1633 to furnish a statement who willfully furnishes a false or 
fraudulent statement, or who willfully fails to furnish a statement in 
the manner, at the time, and showing the information required under 
section 1633, or regulations prescribed thereunder, shall for each such 
failure be subject to a civil penalty of $50. Such penalty shall be as- 
sessed and collected in the same manner as the tax imposed by section 
1410. Added Aug. 28, 1950, c. 809, Title II, § 206(a), 64 Stat. 637. 

§ 1635. Period of limitation upon assessment and collection of cei> 
tain employment taxes 

(a) General rule. The amount of any tax imposed by subchapter A 
of this chapter or subchapter D of this chapter shall (except as otherwise 
provided in the following subsections of this section) be assessed within 
three years after the return was filed, and no proceeding in court with- 
out assessment for the collection of such tax shall he begun after the ex- 
piration of such period. 

(b) False return or no return. In the case of a false or fraudulent 
return with intent to evade tax or of a failure to file a return, the tax may 
be assessed, or a proceeding in court for the collection of such tax may- 
be begun without assessment, at any time. 

(c) Willful attempt to evade tax. In case of a willful attempt in any- 
manner to defeat or evade tax, the tax may be assessed, or a proceeding 
in court for the collection of such tax may be begun without assessment, at 
any time. 

(d) Collection after assessment. Where the assessment of any tax im- 
posed by subchapter A of this chapter or subchapter D of this chapter has 
been made within the period of limitation properly applicable thereto,, 
such tax may be collected by distraint or by a proceeding in court, but only 
if begun (1) within six years after the assessment of the tax, or (2) 
prior to the expiration of any period for collection agreed upon in writingr 
by the Commissioner and the taxpayer. 

(e) Date of filing of return. For the purposes of this section, If a re- 
turn for any period ending with or within a calendar year is filed before 
March 15 of the succeeding calendar year, such return shall be considered 
filed on March 15 of such succeeding calendar year. 

(f) Application of section. The provisions of this section shall apply* 
only to those taxes imposed by subcliapter A of this chapter, or subchap- 
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ter D of this chapter, which are reauired to he collected and paid by 
maKxng and filing returns. 

(g) Effective date. The proTisions of this section shall not apply to 
any tax imposed with respect to remuneration paid during any calendar 
year before 1951. Added Aug. 28, 1950, c, 809, Title II, § 207(a). 64 
Stat. 538. 

§ 16S6. Period of limitation upon refunds and credits of certain em- 
ployment taxes 

(a) General rule. In the case of any tax imposed by subchapter A of 
this chapter or subchapter D of this chapter — 

(1) Period of limitation. Unless a claim for credit or refund is filed 
by the taxpayer within three years from the time the return was filed 
or within two years from, the time the tax was paid, no credit or refund 
shall be allowed or made after the expiration of whichever of such periods 
expires the later. If no return is filed, then no credit or refund shall be 
allowed or made after two years from the time the tax was paid, unless 
before the expiration of such period a claim therefor is filed by the tax- 
payer. 

(2) liimlt on amount of credit or refund. The amount of the credit 
or refund shall not exceed the portion of the tax paid~ 

(A) If a return was filed, and the claim was filed within three years 
from the time the return was filed, during the three years immediately 
preceding the filing of the claim. 

(B) If a claim was filed, and (i) no return was filed, or (ii) if the 
claim was not filed within three years from the time the return was filed, 
during the two years immediately preceding the filing of the claim. 

(C) If no claim was filed and the allowance of credit or refund is made 
within three years from the time the return was filed, during the three 
years immediately preceding the allowance of the credit or refund. 

(D) If no claim was filed, and (i) no return was filed or (ii) the allow- 
ance of the credit or refund is not made within three years from the 
time the return was filed, during the two years immediately preceding 
the allowance of the credit or refund. 

(b) Fenalties^ etc. The provisions of subsection (a) of this section 
shall apply to any penalty or sum assessed or collected with respect to 
the tax imposed by subchapter A of this chapter or subchapter D of this 
chapter. 

(c) Date of filing return and date of payment of tax. For the purposes 
of this section — 

(1) If a return for any period ending with or within a calendar year 
is filed before March 15 of the succeeding calendar year, such return 
shall be considered filed on March 15 of such succeeding calendar year; 
and 

(2) If a tax with respect to remuneration paid during any period end- 
ing with or within a calendar year is paid before March 15 of the suc- 
ceeding calendar year, such tax shall be considered paid on March 15 of 
such succeeding calendar year. 

(d) Application of section. The provisions of this section shall apply 
only to those taxes imposed hy subchapter A of this chapter, or subchapter 
D of this chapter, which are required to be collected and paid by making 
and filing returns. 

(e) Effective date. The provisions of this section shall not apply to 
any tax paid or collected with respect to remuneration paid during any 
calendar year before 1951 or to any penalty or sum paid or collected with 
respect to such tax. Added Aug. 28, 1960, c. 809, Title II, 6 207(a), 
64 Stat. 538, 
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Sec. 

1650. War tax rates of certain miscellaneous taxes. 

1651. Retailers’ excise tax on luggage, etc. 

1652. Leases, conditional sales, existing contracts, etc. 

1653. Articles classifiable under more than one section. 

1654. 1655. Repealed. 

1656. Floor stocks refunds on distilled spirits, wines, and cordials, 

and fermented malt liquors. 

1657. Floor stocks refunds on electric ligbit bulbs* 

1658. Repealed. 

1659. Definition of ''rate reduction date*** 

Historical Note 

Chapter heading added by Act June Act Feb. 25, 1944, 12:49 p. m., B.'W.T., e. 

25, 1940, 11:45 a. m , E.S.T., c. 419, Title 63, Title III, § 302(a). 58 Stat 61. 

II, § 210, 54 8tat 522, and amended by 

§ 1650. War tax rates of certain miscellaneous taxes 
In lieu of the rates of tax specified in such of the sections of this title 
as are set forth in the following table, the rates applicable with respect 
to the period beginning with the effective date of title III of the Revenue 
Act of 1943 and ending March 31, 1954, shall be the rates set forth 
under the heading "‘War Tax Rate**; 


Section 


Description of Tax 

Old Rate 

War Tar Rate 

1700 fa) 



I cent for each 10 cents 
or fraction thereof. 

II per centum 

1 cent for each 5 
cents or major 
fraction thereof 

20 per centum. 

20 per centum. 

20 per centum, 

20 per centum. 

20 per centum, 

20 per centum* 

20 per centum. 

|20 per centum. 

$20 per year per ta- 

1700 (b) 


Permanent Use or Lease 

1700 (c) 

1 

of Boxes or Seats. 

Sales of Tickets Outside 

11 per centum 

1700 (e) 


Box Office. 

Cabarets, Roof Gardens, 
Etc. 

Dues or Membership 
Fees. 

Initiation Pees 

.*[ per cPTitiiTn 

1710 (a) (1) 

1710 fal - 

.... 

1 

11 per centum 

11 per centum ........ 

2400 (except as re- 
spects watches sell- 
Ing at retail for 
not more than $65 
and alarm clocks 
selling at retail 
for not more than 
$5). 

2401 1 

Jewelry 

Fiira 

10 per centum 

10 per centum ......... 

2402 

3268 

... 

Toilet Preparations ... 
Billiard and Pool Ta- 

to per centum 

?I0 per year per table; 

8406 (a) (10) 


bles ; and Bowling Al- 
leys. 

Electric Light Bulbs and 
Tubes 

Telephone, L»ong Dis- 
tance. 

Leased Wires, Etc. 

^ $10 per year per alley. 

5 per centum 

ble; $20 per year 
per alley. 

20 per centum. 

1 

25 per centum. 

25 per centum. 

8 per centuDQu 

1 

IS per centum. 

15 per centum, 

|l5 per centum. 

3465 (a) (1) (A) . 


20 per centum ......... 

3465 (a) (2) (A) . 


IS per centum 

3466 (a) (2) (B) . 


Wire and Equipment 
Service. 

Local Telephone Service 
Transportation of Per- 
sons. 

Seats, Berths, Etc. ..... 

5 per centum ........... 

3465 (a) (3) 


10 per centum 

3469 (a) 


10 per centum ......... 

3469 (c) 


10 per centum ......... 



1 
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Added June 25, 1940, 11:45 a. m., E. S. T., c. 419, Title II, § 210, 54 
Stat 522, amended Feb. 25, 1944, 12:49 p. m., E. W. T., c. 63, Title 
III, § 302(a), 58 Stat. 61; June 9, 1944, c. 240, § 3, 58 Stat. 273; 
Mar. 11, 1947, c. 17, § 2, 61 Stat. 12; Oct. 20, 1951, 2:07 p. m., E. S. T., 
c. 521, Title IV, §§ 455, 491(a), 65 Stat. 527, 538; Mar 31, 1954, c. 126,. 
Title V, § 504(a), 68 Stat. 42. 


Historical Not© 


1954 Ajcaeiidmeiit. Act Mar. 31, 1954, in- 
serted “and ending- March 31, 1954” after 
“Revenue Act of 1943” in opening par., 
and thus terminated the war tax rates 
provided for in this section. 

1951 Amendment. Act Oct. 20, 1951, $ 
455, amended section by striking from 
the table the references to sections 2800 
(a) (1), 2S0O(a) (3), 3030(a) (1), 3030(a) 
(2) and 3150 of I.R C.1939, in first column 
thereof, and the corresponding data in 
the other three columns thereof with re- 
spect to distilled spirits, imported per- 
fumes containing distilled spirits, still 
wines, sparkling wines, liqueurs and cor- 
dials, and fermented malt liquors. 

Act Oct. 20, 1951, § 491(a), amended 
section by striking from the table the 
reference to section “3465(a) (1) (B) (in- 
sofar as it relates to domestic telegraph, 
cable, and radio dispatches)” in the first 
column, and the data related thereto as 
follows: “Domestic Telegraph, Cable, or 
Radio Dispatches” in second column, “15 
per centum” in third column, and “25 
per centum” in. fourth column. 

1047 Amendment. Act Mar. 11, 1947, 
amended section by omitting phrase “and 
ending on the first day of the first month 
which begins six months or more after 
the date of termination of hostilities in 
the present war” thus continuing in ef- 
fect the war excise tax rates. 

1944 Amendment. Act June 9, 1944, 
amended section by striking out “30 per 
centum” where it appears in the table 
as the war tax on cabarets, roof gardens, 
etc, and inserting in lieu thereof “20 per 
centum”. 

Act Feb. 25, 1944, amended section gen- 
erally by raising rates and naming it 
“War Tax Rate” instead of “Defense- 
Tax Rate”. 

Effective Date oi 1954 Amendment. Ef- 
fective date of amendment of this sec- 
tion by Act Mar. 31, 1954, in so far as it 
affects certain rates, see note under sec- 
tion 1651 of I.R.C.1939, 

!Effective Date ef 1951 Amendments. 
Section 456 of Act Oct. 20, 1951 provided 
that the amendments made by sections 
451, 452(a), 463, 454 and 465 of that Act 
to this section and sections 1656, 2800, 
3030 and 3150 of I.R.C.1939, and the 
amendment made by section 452(b) of 
such Act to subchapter F of chapter 26 of 
I.R C.1939, adding section 31^ thereto, 
should take effect on the first day of 
the first month which begins more than 
10 days after the date of the enactment 
of such Act (Oct 20. 1951). 


Section 491(b) of Act Oct. 20, 1951 pro- 
vided that, subject to sub sec. (c) of such 
section 491, the amendment made by 
subsec. (a) thereof to this section should 
apply with respect to amounts paid on* 
or after the rate reduction date, as de- 
fined in subsec. (d) of such section 491, 
for services rendered on or after such 
date. Subsecs, (c) and (d) of said sec- 
tion 491, referred to, are set out in notes 
under this section. 

Effective Date of 1944 Amondment, 
Subsec. (b) of section 3 of Act June 9, 
1944, provided: “The amendment made 
by subsection (a) shall be applicable only 
with respect to the period beginning at 16- 
antemeridian on tbe first day of the first 
month following the date of enactment 
of this Act.” 

Amendment by Act Feb. 25, 1944, was 
made effective on the first day of the first 
month which begins more than 10 days 
after the date of the enactment of this^ 
Act by section 301 thereof. 

Short Title. Congress in enacting Act 
Mar. 11, 1947, which amended sections 
1650, 1654, 1655, 1659, 1806, 2401, and 3469^ 
(a) of I.R.C.1939, provided by section 
1 of said Act March 11, 1947, that it 
should be popularly known as the “Ex- 
cise Tax Act of 1947”. 

Change in, or Restoration of Permanent 
Bates. Other sections of Act Mar. 31, 
1954, referred to in 1954 amendment note-" 
above, amended sections 1700(a) (b) (c) 
<e), 1710(a) (1) (2), 3268 and 3406(a) (10) 
of I.R.C.1939, cited in the tax rate table* 
set out in this section, to make changes 
in the permanent taxes and rates pro- 
vided for in those sections. The failure 
of such Act to amend sections 2400, 2401, 
2402, 3465(a) (3) and 3469(a) (c) of I.R. 
C.1939, also cited in the tax rate table set 
out in this section, resulted, considering 
the termination by such Act of the war 
taxes and rates provided for in such ta- 
ble, on March 31, 1954 (see 1954 amend- 
ment note above), in the restoration of> 
tbe permanent rates provided for in those 
sections. 

Particular Increases; Effective and* 
Terminaticn Dates. Section 302(b) (2) 
of Act Feb. 25, 1944, as amended by sec- 
tion 5 of Act Mar. 11, 1947, provided: 

“(1) Cabaret tax. The increase made- 
by subsection (a) of this section in the- 
tax imposed by section 1700(e) of tbe 
Internal Revenue Code [1939] shall be 
applicable only with respect to the period’ 
beginning at 10:00 A. M. on the first day* 
of the first month which begins more than - 
ten days after the date of the enactment’ 
of this Act. 
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“<2) Billiard and pool tables and bowl- 
luff alleys. The increase made by sub- 
section (a) of this section in the tax 
imposed by section 8268 of the Internal 
Bevenue Code [1939] shall be effective 
with respect to the period beginning July 
1, 1944. 

**(S) Tdegraph, telephone* radio, and 
cable facilities. The increases made by 
subsection (a) of this section in the 
taxes imposed by section 3465 (a) (1) of 
the Internal Bevenne Code [1939] shall 
apply only to amounts paid for services 
rendered on or after the effective date of 
tbl.-q title. The increases made by sub- 
section (a) in the taxes imposed by sec- 
tion 3465(a) (2) and (3> of the Internal 
Bevenue Code [1939] shall apply only to 
amounts paid pursuant to bills rendered 
on or after the first day of the first month 
beginning after the effective date of this 
title [I.R.C.1939] for services for which 
no previous bill was rendered. Where 
bills rendered on or after such first day 
include charges for services previously 
rendered, such increased rates shall not 
apply to such services as were rendered 
more than two months before such first 
day, and the provisions of section 3465 in 
effect at the time such prior services were 
rendered shall be applicable to the 
amounts paid for such services.'* 

Amounts Paid Pursuant to Bills Ren- 
dered. Section 491(c) of Act Oct. 20, 
1951 provided that : “The amendments 
made by this section [to this section] 
shall not apply with respect to amounts 
paid pursuant to bills rendered prior to 
the rate reduction date. In the case of 
amounts paid pursuant to bills rendered 
on or after the rate reduction date for 
services for which no previous bill was 
rendered, the amendments made by this 
section shall apply except with respect 
to such services as were rendered more 
than 2 months before such date. In the 
case of services rendered more than 2 
months before such date the provisions 
of sections 1650 and 3465 of the Internal 
Bevenue Code [this section and section 
3465 of I.B.C.1939] in effect at the time 
such services were rendered shall be ap- 
plicable to the amounts paid for such 
services " 

Befijuition of “Bate Reduction Bate'% 
Section 491(d) of Act Oct. 20, 1951, pro- 
vided that: “For the purposes of this 
section [section 491 of such Act, part of 
which amended this section, and the re- 
mainder of which is set out in notes un- 
der this section] the term ^rate reduction 
date’ means the first day of the first 
month which begins more than 10 days 
after the date of the enactment of this 
Act [Oct. 20, 1951]“. 

TerminatloiL of Rates* Act Sept. 20, 
1941, 12 :15 p. m., H. S. T., c. 412, Title V, 
§§ 621(b), 636. 550(a), (b), 65 Stat. 708, 
710, 715, provided for the termination of 
the applicability of the rates specified in 
aubsec. (a) of this section as follows ; 


“[§ 521.] (b) The rates specified in sub- 
section (a) [of Act Sept. 20, 1941, § 521, 
affecting sections 1700, 1801, 1802, 1804, 
1806, 2000, 2700, 3160, 3250, 3407, 3411, 3412, 
3413, 3460, 34S1, and 3482 of this title] 
shall be applicable only with respect to 
the period after the date of the enact- 
ment of this Act, and the rates specified 
in section 1650(a), section 2004, and sec- 
tion 3190 of the Internal Bevenue Code 
[1939] shall uot apply with respect to 
such period." 

“[§ 536.] The amendments made by this 
Part [Act Sept. 20, 1941, Title T, Part 
III, §§ 531-536, affecting sections 1807, 
1860, 2800, 2887, 3030, 3192, and 3400 of 
I.B.C.1939] shall be applicable only with 
respect to the period beginning with Oc- 
tober 1, 1941, and the rates specified in 
section 1650(a), section 1807(b), section 
2004* section 2800(g), and section 3190 of 
the Internal Bevenue Code [1939] shall 
not apply with respect to such period. 
This Part shall take effect on October 
1, 1941.” 

“[§ 550.] (a) The amendments made 

by this Part [Act Sept. 20, 1941, Title V, 
Part IV, §§ 541-550, affecting I.B.ai939, 
§§ 1700, 1701, 1710, 1712, 1715, 1716, 8403, 
3404, 3405, 3409, 3441, 3466, 3466 ; and Title 
16, Conservation, §§ ISe, 407d] shall be ap- 
plicable only with respect to the period 
beginning with the effective date of this 
Part, and the rates specified in section 
1650(a), section 1807(b), section 2004, sec- 
tion 2800(g), and section 8190 of the In- 
ternal Bevenue Code [1939] shall not ap- 
ply with respect to such period. This 
Part shall take effect on October 1, 1941.” 

“[§ 550.] (b) Despite the provisions of 
subsection (a), the tax imposed by sec- 
tion 1700(e) of the Internal Revenue Code 
[1939], as amended by section 542 of this 
Act (relating to cabaret, etc., tar), shall 
be applicable only with respect to the 
period beginning at 10 a m on October 

I, 1941, and the tax imposed by such sub- 
section as in force prior to its amend- 
ment by section 542 of this Act, as modi- 
fied by section 1650(a) of the Internal 
Bevenue Code [1939], shall be applicable 
with respect to the period before 10 a. m. 
on such date.” 

Treaty Obliffatxons. Section 615 of Act 
Oct. 20, 1951, provided that: “No amend- 
ment made by this Act [Act Oct. 20, 1951] 
shall apply in any case where its appli- 
cation would be contrary to any treaty 
obligation of the United States.” 

Text of Amendatory Bevenue Acts. 
Complete original text of Bevenue Acts 
amending this section, 1939 to date, 
see volumes “Title 26 — Internal Revenue 
Acts”. 

I^effislative History and Conffressional 
Oomment: For legislative history and 
purpose of Act Mar: 31, 1954, see 1954 
U.S.Code Cong, and Adm.News, p. 2055, 
See, also. Acts Oct. 20, 1951, see 1951 U.S. 
Code Cong.Servioe, p. 1781 ; Act Mar. 

II, 1947, 1947 U.S.Code Cong. Service, p. 
965. 
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§ 1651* Retailers’ excise tax on luggage, etc. 

(a) Tax. There is hereby imposed upon the following articles (in- 
cluding in each case fittings or accessories therefor sold on or in connec- 
tion with the sale thereof) sold at retail a tax equivalent to 10 per 
centum of the price for which so sold: 

(1) Trunks, valises, traveling bags, suitcases, satchels, overnight 
bags, hat boxes for use by travelers, beach bags, bathing suit bags, 
brief cases made of leather or imitation leather, and salesmen’s sample 
and display cases, 

(2) Purses, handbags, pocketbooks, wallets, billfolds, and card, pass, 
and key cases. 

(3) Toilet cases and other cases, bags, and kits (without regard to 
size, shape, construction, or material from which made) for use in 
carrying toilet articles or articles of wearing apparel. 

(b) Other laws applicable. All provisions of law (including penalties) 
applicable in respect of the taxes imposed by Chapter 19 shall be applicable 
in respect of the tax imposed by subsection (a). Added Peb. 25, 1944, 
12:49 p. m., E. W. T., c. 63, Title III, § 302(a), 58 Stat. 61, amended 
Mar. 31, 1954, c, 126, Title I, § 101, 68 Stat. 37. 


Historical Iffoto 


1954 AjneBdm^nt. Subsec, (a), opening 
par., amended by Act Mar. 31, 1954, which 
substituted ‘TO per centum” for “20 per 
centum”. 

jEffoctive Dates of 1954 Amendment. 
Section 5C^ of Act Mar. 31, 1954, provided 
as follows: 

“(a) The amendments made by title I, 
title III, and section 502 [to sections 1651 
(a), 2700(a), 3405, opening par., 3406 (a) 

(1) (3) (4) (10), 340S(a), S409(a), 3413, and 
3416 (added) of I,R.C.1939] and the 
amendment made by section 604(a) [to 
section 1650 of I.R.C.1939] insofar as it 
affects the rates of the retailers’ excise 
taxes imposed by sections 2400, 2401, and 
2402 of the Internal Revenue Code [sec- 
tions 2400, 2401, and 2402 of I.R,C.1939] 
and the rate of the manufacturers’ excise 
tax imposed by section 3406(a) (10) of 
such Code [section 3406(a) (10) of I.B.C. 
1939], shall apply only with respect to 
articles sold on or after April 1, 1954. 

For the purposes of the preceding sen- 
tence, an article shall not be considered 
sold before April 1, 1964, unless posses- 
sion or right to possession passes to the 
purchaser before such date. In the case 
of— 

"(1) a lease, 

“(2) a contract for the sale of an 
article wherein it is provided that 
the price shall be paid by install- 
ments and title to the article sold 
does not pass until a future date not- 
withstanding partial payment by in- 
stallments. 

“(3) a conditional sale, or 

“(4) a chattel mortgage arrange- 
ment wherein it is provided that the 
sales price shall be paid in install- 
ments, 

entered into before April 1, 1954, pay- 
ments made on or after April 1, 1954, 
shall, for purposes of this subsection, 
be considered as payments made with re- 
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speet to articles sold on or after April 
1, 1954. 

“(b) The amendment made by section 
501 [to section lS50(a) of I.R.C.1939] 
shall apply only with respect to amounts 
paid on or after April 1, 1954. 

“(c) The amendment made by section 
604(a) [to section 1650 of I.R.C.1939] shall 
apply— 

“(1) insofar as it affects the rat® 
of the tax imposed by section 1700(a) 
(1) of the Internal Revenue Code 
[section 1700(a) (1) of I.R.C.1939], 

with respect to amounts paid for ad- 
missions on or after April 1, 1954, but, 
in the case of any season ticket or 
subscription, only if all the admis- 
sions under such ticket or subscrip- 
tion can occur only on or after April 
1, 1954; 

“(2) insofar as it affects the rates 
of the taxes imposed by subsections 
(b), (c), and (e) of section 1700 of 
the Internal Revenue Code [section 
1700 of I.R,C.1939], as though the 
rates listed under the heading ‘Old 
Rate’ in the table In section 1660 of 
such Code [section 1650 of I.R.C.1939) 
were the rates established by the 
amendments made by title II of this 
Act [to section 1700(b) (c) (e) of 
I.R.C.1939J ; 

“(3) insofar as it affects the rates 
of the taxes imposed by subsections 
(a) (1) (A), (a) (2) (A), and (a) (2) 
(B) of section 3465 of the Internal 
Revenue Code [section 3465 of I.R.C. 
1939], as though the rates listed 
under the heading ‘Old Bate’ in the 
table in section 1^0 of such Code 
[section 1650 of I.R.C.1939] were the 
rates established by the amendments 
made by section 401 of this Act [to 
section 3465(a) (1) (A) (B). (a) (2) 
(A) (B) of I.R.C.1939] ; 

“(4) insofar as it affects the rate 
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of the tax imposed by section 3465 
(a) ^3) of the Internal Kevenne Code 
[section 3465(a) (3) of I.B.C.1939], 

as though such amendment were an 
amendment made by section 401 of 
this Act [to section 3465(a) (1) (A) 
(B), (a) (2) (A) (B) of LB. 0.1939} ; 
and 

“(5) insofar as it affects the rates 
of the taxes imposed by section 3469 
of the Internal Revenue Code [section 
3469 of I.R.C.19S9], with respect to 
amounts paid for or in connection 
with transportation which begins on 
or after April 1, 1954.” 

Effective Bate. Section was made ef- 
fective on the first day of the first month 
which begins more than 10 days after the 
date of the enactment of this Act by sec- 
tion 301 of Act Feb. 25, 1944. 

Short Title. Congress, In enacting Act 
March 31, 1954, which amended sections 
1650, 1651(a), 1656(a) (b), 1657(a), 1659, 
1700(b) (1), (c) (1), (e) (1), 1701(a) (2), 
(e) (2). 1701(f) (added), 1710(a) (1) (2), 
1850(a), 2000(c) (2), (g) (1) (2), 2460, 


2452(a), 2453, 2456 (added), 2700(a), 2800 
(a) (1) (3), 3030(a) (1) (A), (a) (2), 3150 
(a), 3250(Z) (5) (C), 3268(a), 3403(a) (b) 
(c), S403(f) (added), 3405 (opening par.), 
3406(a) (1) (3) (4) (10), 3408(a), 3409(a), 
3412(a), (c) (2), (g) (1) (2), 3413, 3416 
(added), 3443(a) (3) (A), 3465(a) (1) (A) 
(B), and S465(a) (2) (A) (B) of I.R.C. 
1939, amended chapter heading of chapter 
20 of I.R.C.1939, and enacted provisions 
set out as notes under sections 1651, 1700, 
2000, 3443, and 3465 of I.R.C.1939, and pre- 
ceding section 2450 of I.R.C.1939, provided 
by section 1(a) of such Act that it should 
be popularly known as the ‘‘Excise Tax 
Reduction Act of 1954”. 

Text of Amendatory Revenue Acts. 
Complete original text of Revenue Acts 
amending this section, 1939 to datev see 
volumes “Title 26 — ^Internal Revenue 
Acts”. 

legislative History i For legislative 
history and purpose of Act Mar. 31, 1954, 
see 1954 U.S.Code Cong, and Adm.News, 
p. 2055. 


§ 1652. licases, conditioiial sales, existing contracts, etc* 

(a) Cases where rate of tax increased. In the application of section 
2405 or 3441(c) to the articles with respect to which the rate of tax is 
increased by this chapter, where the lease, contract of sale, conditional 
sale, or chattel mortgage was made, delivery thereunder was made, and a 
part of the consideration was paid, before the effective date of Title III of 
the Revenue Act of 1943, the total tax referred to in such section shall be 
the tax at the rate in force on the day before such effective date. 

(b) Cases where new tax imposed. In the case of (1) a lease, (2) a 
contract for the sale of an article wherein it is provided that the price 
shall be paid by installments and title to the article sold does not pass 
until a future date notwithstanding partial payment by installments, (3) 
a conditional sale, or (4) a chattel mortgage arrangement wherein it is 
provided that the sales price shall be paid in installments, no tax shall 
be imposed under section 1651 on the sale of any article if with respect to 
such article the lease, contract for sale, conditional sale, or chattel mort- 
gage arrangement was made, delivery thereunder was made, and a part 
of the consideration was paid, before the effective date of Title III of 
the Revenue Act of 1943. 

(c) Existing contracts* 

(1) Tax payable by vendee. If (A) any person has, prior to the ef- 
fective date of Title III of the Revenue Act of 1943, made a bona fide 
contract for the sale on or after such date, of any article with respect 
to the sale of which a tax is imposed by that Act or an existing rate of tax 
is increased by that Act, and (B) such contract does not permit the adding 
to the amount to be paid under such contract of the whole of such tax or 
increased rate of tax, then (unless the contract prohibits such addition) 
the vendee shall, in lieu of the vendor, pay so much of the tax as is not so 
permitted to be added to the contract price. 

(2) Tax paid to vendor. Taxes payable by the vendee shall be paid to 
the vendor at the time the sale is consummated, and shall be collected and 
paid to the United States by the vendor in the same manner as provided in 
section 3467. In case of failure or refusal by the vendee to pay such taxes 
to the vendor, the vendor shall report the facts to the Commissioner who 
shall cause collection of such taxes to be made from the vendee. Added 
Feb. 25, 1944, 12:49 p. m., B. W. T., c. 63, Title III, § 302(a), 58 Stat. 
61. 
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Historical Note 

Effective Bate. Section was made ef- date of the enactment of this Act by 

fective on the first day of the first month section 301 of Act Eeb. 25, 1944. 

which begins more than 10 days after the 

y 1653* Articles classifiable under more than one section 
In the case of any article classifiable (a) under section 1651 and one or 
more sections of Chapter 19, or (b) under more than one section of Chap- 
ter 19, only one tax on such article shall be imposed. Where the rates 
of tax differ, the article shall be subject to tax under that section which 
imposes the highest rate. Added Feb. 25, 1944, 12:49 p. m., E. W. T., c. 
63. Title III, § 302(a), 58 Stat. 61. 


Historical Note 

Effective Date. Section was made ef' date of the enactment of this Act by sec- 
fective on the first day of the first month tion 301 of Act Feb. 25, 1944. 
which begins more than 10 days after the 

§§ 1654, 1655. Kepealed. Mar. 11, 1947, c. 17, § 3, 61 Stat. 12. 


Historical Note 


Section 1651, Act Feb. 10, 1939, c, 2, § 
1054, as added Feb. 25, 1944, 12.49 p. m., 
E.WT, c. m, Title in, § 302(a), 58 Stat. 
61, related to the termination date of war 
tax rates. 


Section 1655, Act Feb. 10, 1939, c. 2, § 
1655, as added Feb. 25, 1944, 12:49 p. m., 
EWT., c 63. Title III, § 302(a), 58 Stat. 
61, related to definition of “date of 
termination of war”. 


§ 1656. Floor stoefe refunds on distilled spirits, wines, and cordials^ 
and fermented malt liquors 

(a) In general. With respect to any article upon which tax is im- 
posed under section 2800(a), 3030(a), or 3150(a), upon which internal 
revenue tax (including floor stocks tax) at the applicable rate prescribed 
by such section has been paid, and which, on April 1, 1955, is held by 
any person and intended for sale or for use in the manufacture or pro- 
duction of any article intended for sale, there shall be credited or re- 
funded to such person (without interest), subject to such regulations as 
may be prescribed by the Secretary, an amount equal to the difference 
between the tax so paid and the rate made applicable to such articles on 
and after April 1, 1955, by such section, if claim for such credit or refund 
is filed with the Secretary prior to May 1, 195 5. 

(b) Limitations on eligibility for credit or refund. No person shall 
be entitled to credit or refund under subsection (a) unless (1) such 
person, for such period or periods both before and after April 1, 1955 
(but not extending beyond one year thereafter), as the Commissioner 
with the approval of the Secretary shall by regulations prescribe, makes 
and keeps, and files with the Commissioner, such records of inventories, 
sales, and purchases as may be prescribed in such regulations; and (2) 
such person establishes to the satisfaction of the Commissioner, with 
respect to each kind of article for which refund is claimed by him under 
this section, that on and after the rate reduction date and until the 
expiration of three months thereafter, the price at which articles of such 
kind were sold (until a number equal at least to the number on hand 
on the rate reduction date were sold) reflected, in such manner as the 
Commissioner may by regulations prescribe with the approval of the 
Secretary, the amount of the tax reduction. 

(c) [Laws applicable with respect to credits- and refunds.] 1 All provi- 
sions of law, including penalties, applicable in respect of internal revenue 
taxes on distilled spirits, wines, liqueurs and cordials, imported perfumes 
containing distilled spirits, and fermented malt liquors shall, insofar as- 
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applicable and not inconsistent with this section, be applicable in respect 
of the credits and refunds provided for in this section to the same extent 
as if such credits or refunds constituted credits or refunds of such taxes. 
Added Nov. 8, 1945, 5:17 p. m., E. S. T., c. 453, Title III, § 302, 59 Stat. 
575, amended Oct. 20, 19 51, 2:07 p. m., E. S. T., c, 521, Title IV, § 454, 
.65 Slat. 527; Mar. 31, 1954, c. 126, Title VI, § 601(b) (1), 68 Stat. 46. 

1 Subsec. (c) enacted without a catchline which has been supplied by the editor. 

Historical Note 


1954 Amendmeiit. Subsec. (a) amended 
by Act Mar. 31, 1954, which substituted 
“April 1, 1955“ for “April 1, 1054“ in two 
places, and substituted “May 1, 1953“ for 
“May 1, 1954“ at the end thereof. 

Subsec. (b) amended by Act Mar. 31, 
1954, which substituted “April 1, 1955“ 
for “April 1, 1954“. 

1951 Amendment. Subsec. (a) amended 
by Act Oct, 20, 1951, § 454(a), which 
fitruch out the reference to the war- tax 
rates formerly imposed on these arti- 
cles by section 1650 of I.R.C 1939, struck 
out the reference to the “rate reduction 
date (as defined in section 1G59)“, sub- 
stituted references to April 1, 1954 (on 
which date the increased rates effected 
by such Act are to be reduced under sec- 
tions 2800(a), 3030(a) and 3150(a) of 
I BCIO‘39, as amended by such Acti, and 
substituted reference to section “2S0O(a), 
3030 (a), or 3150 (a) “ in lieu of “2800, 3030, 
or 3130”, respectively. 

Subsec. (b) amended by Act Oct. 20, 
1951. § 454(b), which substituted “April 
1, 1954“ in lieu of “the rate reduction 
date”, in three places. 


Effective Bate of 1951 Amendment. 
Amendments of this section by Act Oci 
20, 1951, as effective on the first day ci 
the first month which begins more than 
10 days after Oct. 20, 1951, see note un- 
der section 1650 of I.R.C.1939. 

Treaty Obligations. Section 615 of Act 
Oct. 20, 1951, provided that: “No amend- 
ment made by this Act [Act Oct. 20, 1951] 
shall apply in any case where its appli- 
cation would be contrary to any treaty 
obligation of the United States.” 

Text of Ameflo-datory Bevenue Acts. 
Complete original text of Revenue Acts 
amending this section, 1939 to date, see 
volumes “Title 26 — ^Internal Revenufi 
Acts”. 

Xiegislative History and Congressiona£ 
Comment: Por legislative history and 
purpose of Act Mar. 31, 1954, see 1954 
tf.S.Code Cong, and Adm.News, p. 2055. 
See, also, Acts Oct. 20, 1951, 1931 U.&. 
Code Cong S;'rvice, p. ITSl; Act Nov. C, 
1945, 1945 U.S.Code Cong Service, p. 814. 


§ 1657. Floor stocks refunds on electric liglit bulbs 

(a) In general. With respect to any article upon which tax Is im- 
posed under section 3406(a) (10), upon which internal revenue tax at 
the rate prescribed in section 1650 has been paid, and which, on the rate 
reduction date, is held by any person and intended for sale, or for use 
in the manufacture or production of any article intended for sale, there 
shall be credited or refunded to the manufacturer or producer of such 
article (without interest), subject to such regulations as may be pre- 
scribed by the Commissioner with the approval of the Secretary, an 
amount equal to so much of the difference between the tax so paid and 
the tax that would have been paid if the applicable rate had been 10 per 
centum, as has been paid by such manufacturer or producer to such per- 
son as reimbursement for the tax reduction on such articles, if claim 
for such credit or refund is filed with the Commissioner prior to August 
1, 1954, based upon a request for reimbursement submitted by such 
person to the manufacturer or producer of such article prior to July 1, 
1954. 

(b) limitations on eligibility for credit or refund. No person shall 
be entitled to credit or refund under subsection (a) unless he has in his 
possession such evidence of the inventories with respect to which he has 
made the reimbursements described in subsection (a) as the regulations 
under subsection (a) prescribe. 

(c) [liaws applicable with respect to credits and refunds. All pro- 
visions of law, including penalties, applicable in respect of the tax imposed 
under section 3406(a) (10) shall, insofar as applicable and not incon- 
sistent with this section, be applicable in respect of the credits and refunds 
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proTided for in tills section to tlie same extent as if sncli credits or refund® 
constituted credits or refunds of such taxes. Added Nov. 8, 1945, 5:17 
p. m., E. S. T., c. 453, Title III, § 302, 69 Stat. 675, amended Mar. 31, 
1954, c. 126, Title V, § 604(c), 68 Stat. 42. 

1 Snbsec. (c) enacted without a catchline which has been supplied by the editor. 


Historical Kote 


1954 Amendiiieiit. Subsec. (a) amended 
by Act Mar, 31, 1954, (1) which substi- 
tuted “the tax that would have been 
paid if the applicable rate had been 10 
per centum” for “the tax that would 
have been paid if section 1650 had not 
been applicable”, and (2) to provide that 
the manufacturer is to have four rather 
than three months after the rate reduc- 
tion date (see sections 1650, 1659 and 
S406(a) (10) of I.R.ai039, and 1954 

amendment notes thereunder) in which 
to file his claim for refund or credit. 


Text of Amendatory Kevenne Acts. 
Complete original text of Revenue Acts 
amending this section, 1939 to date, see 
volumes “Title 26 — Internal Revenue 
Acts”. 

liegislatlve History and Congressional 
Comment; For legislative history and 
purpose of Act Mar. 31, 1954, see 1954 
fj.S.Code Cong, and Adm.News, p. 2055. 
See, also, Act Nov. 1945, 1945 XJ.S.Code 
Cong. Service, p. 814. 


§ 1658. Itepealed. Uar. 81, 1954, c. 126, ODitJe IV, § 402(c), 68 
Stat. 42. 


Historical Note 

Section, which was added by Act Nov. tax rates imposed by section 3465(a) (1) 
8, 1945, 5:17 P.M., B.S.T., c. 453, Title (2) (3) with respect to telegraph, tele- 
III, I 302, 59 Stat. 676, established et- phone, radio, and cable facilities, 
fective dates for the former reductions in 

§ 1659. Definition of “rate reduction date” 

For the purposes of this chapter the term “rate reduction date“ means 
April 1, 1954. Added Nov. 8, 1945, 5:17 p. m., E. S. T., c. 453, Title 
III, § 302, 59 Stat. 676, amended Mar. 11, 1947, c. 17, § 4, 61 Stat. 12; 
Mar, 31, 1954, c. 126, Title V, § 504(b), 68 Stat. 42. 

Historical Note 

1954 Amendment. Act Mar. 31, 1954, 
substituted “April 1, 1954” for “such 
date as the Congress shall by law pre- 
scribe”. 

1947 Amendment. Act Mar. 11, 1947, 
amended section by changing the defini- 
tion of “rate reduction date” from “six 
months or more after the date of termi- 
nation of hostilities in the present war” 
to “such date as CU>ngress shall by law 
prescriba” 


Text of Amendatory Bevenne Acts. 
Complete original text of Revenue Acts 
amending this section, 1939 to date, see 
volumes “Title 26— -Internal Revenue 
Acts”. 

Regislative History and Congressional 
Comment: For legislative history and 
purpose of Act Mar. 31, 1954, see 1954 
tr.S Code Cong, and Adm.New8, p. 2055. 
See, also, Acts Mar. 11, 1947, 1947 U.S. 
Code Cong. Service, p. 965; Nor. 8, 1945, 
1945 U.S.Code Cong.Service, p. 814. 
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CHAPTER 10.— ADMISSIONS AND DUES 

SUBCHAPTER A.— ADMISSIONS 

Sec. 

1700. Tax. 

1701. Exemptions from tax. 

1702. Printing of price on ticket. 

1703. Penalties. 

1704. Admission defined. 

SUBCHAPTER B.— DUES 

1710. Tax. 

1711. Exemptions from tax. 

1712. Definitions. 

SUBCHAPTER C. — PROVISIONS COMMON TO ADMISSIONS 

AND DUES 

1715. Payment of tax. 

1716. Returns. 

1717. Addition to tax in case of nonpayment. 

1718* Penalties. 

1719. Discretionary method allowed Commissioner for collecting tax. 

1720. Records, statements, and returns. 

1721. Rules and regulations. 

1722. Other laws applicable. 

1723. Effective date of chapter. 

1724. Cross references. 


SUBCHAPTER A.— ADMISSIONS 


§ 1700. Tax 

There shall be levied, assessed, collected, and paid— 

(a) Single or season ticket; subscription — (1) Rate. A tax of 1 cent 
for each 10 cents or major fraction thereof of the amount pa^d for ad- 
mission to any place, including admission by season ticket or subscrip- 
tion. No tax shall be imposed under this paragraph on the amount paid 
for admission — 

(A) if the amount paid for admission is 50 cents or less, or 

(B) in the case of a season ticket or subscription, if the amount 
which would be charged to the holder or subscriber for a single ad- 
mission is 50 cents or less. 

(2) By whom paid. The tax imposed under paragraph (1) shall be 
paid by the person paying for such admission. 

(S) Certain race tracks. In lieu of the tax Imposed under paragraph 
(1), a tax of 1 cent for each 5 cents or major fraction thereof of the 
amount paid for admission to any place (including admission by sea^on 
ticket or subscription) if the principal amusement or recreation offered 
with respect to such admission is horse or dog racing at a race track. 
The tax imposed under this paragraph shall be paid by the person paying 
for such admission. 

(b) Permanent use or lease of boxes or seats — (1) Rate. In the case 
of persons having the permanent use of boxes or seats in an opera house 
or any place of amusement or a lease for the use of such box or seat in 
such opera house or place of amusement (in lieu of the tax imposed 
under paragraph (1) or (3) of subsection (a)), a tax equivalent to 10 
per centum (20 per centum if paragraph (3) of subsection (a) would 
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otlierwise apply) of the amount for which a similar box or seat is sold 
for each performance or exhibition at which the box or seat is used or 
reserved by or for the lessee or holder. 

(2) By whom paid. The tax imposed under paragraph (1) shall be 
paid by the lessee or holder. 

(c) Sales outside box office — (1) Bate. Upon tickets or cards of 
admission to theaters, operas, and other places of amusement, sold at 
news stands, hotels, and places other than the ticket offices of such 
theaters, operas, or other places of amusement, at a price in excess of 
the sum of the established price therefor at such ticket offices plus the 
amount of any tax imposed under paragraph (1) or (3) of subsection 
(a), a tax equivalent to 10 per centum (20 per centum if paragraph (3) of 
subsection (a) applies) of the amount of such excess. 

(2) By whom paid. The taxes imposed under paragraph (1> shall be 
returned and paid by the person selling such tickets. 

(3) Eepealed. Sept. 20, 1941, 12:15 p. m., E. S. T., c. 412, Title V, 
§ 542(d), 55 Stat. 711. 

(d) Sales by proprietors in excess of regular price — (1) Rate. A tax 
equivalent to 50 per centum of the amount for which the proprietors, 
managers, or employees of any opera house, theater, or other place of 
amusement sell or dispose of tickets or cards of admission in excess of 
the regular or established price or charge therefor. 

(2) By whom paid. The tax imposed under paragraph (1) shall he 
returned and paid by the persons selling such tickets. 

(3) Repealed. Sept. 20, 1941, 12:15 p. m., E. S. T., c. 412, Title V, 
§ 542(d), 55 Stat. 711. 

(e) Tax on cabarets, roof gardens, etc. — (1) Rate. A tax equivalent 
to 20 per centum of all amounts paid for admission, refreshment, service, 
or merchandise, at any roof garden, cabaret, or other similar place fur- 
nishing a public performance for profit, by or for any patron or guest 
who is entitled to be present during any portion of such performance. 
The term ‘"roof garden, cabaret, or other similar place** shall include any 
room in any hotel, restaurant, hall, or other public place where music 
and dancing privileges or any other entertainment, except instrumental or 
mechanical music alone, are afforded the patrons in connection with 
the serving or selling of food, refreshment, or merchandise. In no case 
shall such term include any baliroom, dance hall, or other similar place 
where the serving or selling of food, refreshment, or merchandise is 
merely incidental, unless such place would be considered, without the 
application of the preceding sentence, as a “roof garden, cabaret, or 
other similar place*’. A performance shall be regarded as being fur- 
nished for profit for purposes of this section even though the charge 
made for admission, refreshment, service, or merchandise is not in- 
creased by reason of the furnishing of such performance. No tax 
shall be applicable under paragraph (1) or (3) of subsection (a) on ac- 
count of an amount paid with respect to which tax is imposed under this 
subsection. 

(2) By whom paid. The tax imposed under paragraph (1) shall be 
returned and paid by the person receiving such payments. 

(f) Cross reference. 

For provisions requiring the tax so collected to be held as a special fund in trust 
for the United States, see section 36^1. 

63 Stat. 188, amended June 29, 1939, 10 p. m., E. S. T., c. 247, Title 

I, § 1, 53 Stat. 862; June 25, 1940, 11:45 a. m., E. S. T., c. 419, Title 

II, § 211, 64 Stat. 523; Sept. 20, 1941, 12:15 p. m., E. S. T., c. 412, 
Title V, §§ 521(a) (1, 2), 541(a), 542 (a, d), 55 Stat. 706, 710, 711; 
July 23, 1942, c. 521, 56 Stat. 703; Oct. 21, 1942, 4:30 p. m., E. W. T., 
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c. 619, Title VI, ! 622, 56 Stat. 981; Aug. 8, 1947, c. 515, 5 Ufa), 61 
Stat. 919; June 10, 1948, c. 537, 5 1, 62 Stat. 504; Aug. 24, 1951, c. 
345, § 1. 65 Stat. 198; Oct. 20, 1951, 2:07 p. m., E. S. T., c. 521, Title 
IV, §§ 401. 404(a), 65 Stat. 519; Mar. 31, 1954. c. 126, TiUe II, § 201 
(a)-(c), (e)-(g), 68 Stat. 37. 

XQstorical Note 


1954 Amendments. Subsec. (a) (1) 

amended by Act Mar. 31, 1954. § 201(e) 
(f), wMcb, in first sentence, substituted 
“major fraction*’ for "fraction”, and, in 
second sentence, substituted the provi- 
sions for tax exemptions on admissions 
of fifty cents or less, for provisions pro- 
Mbiting imposition of the tax on amount 
paid for admission of a child under 
twelve years of age if amount paid was 
less than ten cents. 

3ubsec. (a) (3) added by Act Mar. 31, 
1954, § 201(g) (1). 

Subsec. (b) (1) amended by Act Mar. 
31. 1954, ! 201(a), (g) (2), which substi- 
tuted "paragraph (1) or (3) of subsection 
(a), a tax equivalent to 10 per centum 
(20 per centum if paragraph (3) of sub- 
section (a) would otherwise apply)” for 
"paragraph (1) of subsection (a), a tax 
equivalent to 11 per centum”. 

Subsec. (c) (1) amended by Act Mar. 
31, 1954, S 201(b), (g) (3), which substi- 
tuted "paragraph (1) or (3) of subsec- 
tion (a), a tax equivalent to 10 per cen- 
tum (20 per centum if paragraph (3) of 
subsection (a) applies)” for ‘‘paragraph 
(1) of subsection (a), a tax equivalent to 
11 per centum”. 

Subsec. (e) (1) amended by Act Mar. 
31, 1954, 8 201(c), (g) (4), which, in 

first sentence, substituted "20 per cen- 
tum” for “5 per centum”, and, in fifth 
sentence, substituted "paragraph (1) or 
(3) of subsection (a)” for "subsection (a) 
( 1 )”. 

1951 Amendment. Subsec. (a) (1) 

amended by Acts Oct. 20, 1951, S 401 and 
Aug. 24, 1951, I 1. Act Oct. 20, 1951, re- 
moved tax on free admission. Act Aug. 
24, 1951, added a sentence which related 
to admission taxes on members of armed 
forces and was omitted by subsequent 
amendment. 

Sub sec. (e) (1) amended by Act Oct 
20, 1951, § 404(a), which Inserted third 
sentence. 

1948 Amendmiout. Sub sec. (a) (1) 
amended by Act June 19, 1948, which 
added last sentence to exempt hospital- 
ized servicemen and veterans from the 
admissions tax when admitted free. 

1947 Amondmeiat. Sub sec. (a) (1) 
amended by Act Aug. 8, 1947, T^hich ter- 
minated the special treatment under the 
admissions tax with respect to free and 
reduced-rate admissions extended to 
members of our armed forces, Civilian 
Conservation Corps members, and mem- 
bers of the armed forces of any of the 
United Nations* and terminated the ex- 
emption of paid admissions to theaters 
and other activities operated by or under 
the Control of the Department of 'W'ar 


and the Navy Department within posts, 
camps, and reservations by striking out 
the last sentence. 

1942 Amendment. Subsec. (a) (1) 
amended by Joint Res. July 23, 1942, 
which excepted therefrom members of 
military or naval forces of any of the 
United Nations, when in uniform, and 
which added last sentence thereto. 

Subsec. (e) amended by Act Oct 21,. 
1942. 

1941 Amendmeiit. Subsec. (a) (1) 

amended by Act Sept 20, 1941, § 541(a). 

Subsees. (b) (1) and (c) (1) amended 
by Act Sept 20, 1941, § 521(a) (1), (2), 
respectively, which substituted "11 per 
centum” for "10 per centum”. 

Subsees. (e) (3) and (d) (3) repealed 
by Act Sept 20. 1941, § 542(d), as of the- 
effective date of sections 541-560 of that 
Act. Prior to such repeal, said subsec. 
(c) (3) provided: 

“How Paid. — The taxes imposed under 
paragraph (1) shall be returned and 
paid by the person selling such tickets,” 

Subsec. (d) (3) provided; 

“How Paid. — The tax imposed under 
paragraph (1) shall be returned and 
paid in the manner and subject to the- 
interest provided in sections 1715, 1718, 
and 1717.” 

Subsec. (e) amended by Act Sept 20, 
1941, % 542(a). 

1940 Amendment. Subsec. (a) (1) 

amended by Act June 25, 1940, which 
struck out "until July 1, 1941, is less than 
41 cents” and inserted in lieu thereof 
"until July 1, 1940, is less than 41 cents, 
and after June 30, 1940, and before July 
1, 1945, is less than 21 cents,” and struck 
out "is less than 41 cents until July 1, 
1941” and inserted In lieu thereof "is 
less than 41 cents until July 1, 1940 and 
is less than 21 cents after June 30, 1940, 
and before July 1, 1945.” 

1939 Amendment. Subsec. (a) (1) 

amended by Act June 29, 1939, by in- 
serting "1941” in lieu of "1939.” 

Effective Date of 1954 Amendments. 
Section 203 of Act Mar. 31, 1954, provided 
that the amendments made by such Act 
to subsees. (a) (1), (a) (3), (b) (1) and 
(e) (1) of this section, all of the amend- 
ments made by such Act to subsec. (c) 
(1) of this section except that part of 
such amendment which changed thC tax 
rate from 11 per centum to 10 per cen- 
tum, ahd the amendments made by such 
Act to sections 1701Ca) (2), 1701(e) (2), 
i701(f), i710(a) (1) and 1710(a) (2) or 
DR.C.193^, should apply only with respect 
to amounts paid for adzUissious on «r 
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aft^r April 1, 1954. Snell section 203 fur- 
tiler provided that, in addition, sncli 
amendments should apply— 

‘^(1) in the case of any season ticket 
or subscription, only If all the admis- 
sions under such ticket or subscription 
can occur only on or after April 1, 1954; 
and 

“(2) In the case of the permanent use 
of a box or seat or a lease for the use 
of such box or seat, only if all the per- 
formances or exhibitions at which the 
box or seat is used or reserved by or for 
the lessee or holder can occur only on or 
after April 1, 1954.” 

Such section 203 further provided that 
that part of the amendment made by 
such Act to subsec. (c) (1) of this sec- 
tion which changed the tax rate from 11 
per centum to 10 per centum should ap- 
ply only with respect to amounts paid 
on or after April 1, 1954, for admissions 
on or after such date, 

Xlffective Bftte of 1951 Amendment. 
Amendment of subsec. (a) (1) made ap- 
plicable with respect to amounts paid 
on or after Nor. 1, 1951, for admissions 
on or after such date hy section 403 
of Act Oct. 20, 1951. Amendment of sub- 
sec. (e) (1) made applicable only with 
respect to 10 antemeridians on Nov. 1, 
1951, hy section 404(b) of Act Oct 20, 
1951. 

Section 2 of Act Aug. 24, 1951, provid- 
ed: '*The amendment [of this section! 
made by this Act shall be applicable to 
admissions on and after the first day of 
the first month which begins more than 
ten days after the date of the enactment 
of this Act [August 24, 1951]*'. 

Effective Bate of 1943 Amendment. 
Section 2 of Act June 19, 1948, provided: 
“The amendment made by this Act [Act 
June 19, 1948] shall be effective on and 
after the first day of the first month which 
commences more than twenty days after 
the enactment of this Act. [June 19, 

m83.» 

Effective Bate ef 1947 Amendment. 
Section 11(b) of Act Aug. 8, 1947, provid- 
ed: ‘*(b) The amendments made by 
subsection (a) [section 11(a) of Act Aug. 
8, 1947, cited to text], Insofar as applica- 
ble with respect to amounts paid for 
admission, shall be applicable to amounts 
paid after December 31, 1947, and, inso- 
far as applicable to free admissions, shall 
be applicable with respect to such ad- 
missions after December 31, 1947." 

Effective Bate of 1942: Amendment. 
Act Oct. 21, 1942, was made effective on 
the first day of the first month which 
began more than ten days after Oct. 21, 
1942, 4:30 p. m,, B. W. T., by section 601 
thereof. 

Effective Bate of 1941 Amendment. 
The rates specified in Act Sept. 20, 1941, 
S 521(a), which affected subsecs, (b) (1) 
and (c) (1) of this section, were made 
applicable only with respect to the pe- 
riod after the date of enactment of that 
Act, by section 521(b) thereof. 


Act Sept. 20, 1941, §! 541, 542, which 
affected subsecs, (a) (1), (b) (1), <c) (1), 
(c) (3), (d) (3), and (e) of this section, 
were made effective on, and applicable 
only with respect to the period beginning 
with Oct 1, 1941, by section 550(a) there- 
of, However, section 550(b) of that Act 
provided that "Despite the provisions of 
subsection (a), the tax imposed by sec- 
tion 1700(e) of the Internal Revenue 
Code, [1939] as amended by section 542 
of this Act (relating to cabaret, etc., tax), 
shall be applicable only with respect to 
the period beginning at 10 a. m. on Oc- 
tober 1, 1941, and the tax imposed by 
such subsection as in force prior to 
Its amendment by section 542 of this 
Act, as modified by section 1650(a) of 
the Internal Revenue Code [19393 shall 
be applicable with respect to the period 
before 10 a. m. on such date." 

Special Credit or Befimd of Transpor- 
tation and Admissions Taxes. Section 
606 of Act Mar. 31, 1954^ Title V. pro- 
vided: 

^‘Notwithstanding any other provision 
of law, in any case in which tax has been 
collected prior to April 1, 1^, at the 
rate in effect (without regard to the 
amendments made by this Act [amending 
various sections of I.R.C.1939, for enu- 
meration of which see Short Title note 
under section 1651 of I.R.C.1939]) prior 
to April 1, 1954, for or in connection with 
the transportation of persons which be- 
gins on or after April 1, 1964, or fO'r ad- 
missions (referred to in section 201 
[which amended this section] other than 
subsections (b), (c), and (g) thereof 
[which amended subsecs, (a) (3), (b) (1), 
(c) (1), and (e) (1) of this section], of 
this Act) on or after April 1, 1954, the 
person who collected the tatx shall pay 
the same over to the United States ; but 
credit or refund (without interest) of 
the tax collected in excess of that ap- 
plicable (by reason of the amendments 
made by this Act) on, or after April 1, 
1954, shall be allowed to the person who 
collected the tax as if such credit or re- 
fund were a credit or refund under the 
applicable provision of the Internal Rev- 
enue Code [1939], but only to the extent 
that, prior to the time snch transporta- 
tion has begun or prior to the event to 
which the right to admission relates, he 
has repaid the amount of such excess to 
the person from whom he collected the 
tax, or has obtained the consent of such 
person to the allowance of the credit or 
refund. For the purpose of this Act, 
transportation shall not be considered 
to have begun on or after April 1, 1954, if 
any part of the transportation paid for 
(or for which payment has been obligat- 
ed) commenced before April 1, 1954.” 

Exemptions from Tax. Exemption of 
1941 Presidential Inauguration tickets 
from provisions of this section was pro- 
Tided for in Joint Res. Oct. 9, 1940, e. 
798, 64 Stab 1090. 

Termination of War Tax Rates. The 
effective period of the war tax rates pro- 
vided for in section 1650 of I.B.C.1939, 
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wMcli had temporarily affected the per- 
manent rates specified in subsecs, (a), 
(b), (c) and (e) of this section, ended 
on March 31, 1934 under the provisions of 
such section 1650 as amended by Act Mar. 
31, 1954. See such section, and notes 
thereunder; and for effective date of 
such amendment to section 1650, in so far 
as it affects the rates imposed by sub- 
secs. (a) (1), (b), (c) and (e) of this sec- 
tion, see note under section 1651 of I.K.C. 
1939. 

Treaty Obligrations. Section 616 of Act 
Oct. 20, 1£51, provided that: “No amend- 
ment made by this Act [Act Oct. 20, 19511 
shall apply in any case where its ap- 


plication would be contrary to any treaty 
obligation of the TTnited States." 

Text of Amendatory Revenue Acts. 
Complete original test of Revenue Acts 
amending this section, 1939 to date, see 
volumes “Title 26 — Internal Revenue 
Acts". 

liegislatire History and Congressional 
Comment: For legislative history and 
purpose of Act Mar. 31, 1954, see 1954 U. 
S.Code Cong, and Adm.News, p. 2055, 
See, also, Acts Oct. 20. 1951, 1951 U.S. 
Code Cong.Service, p. 1781 ; Aug. 24, 
1951, 1951 U.S.Code Cong.Service, p 1706; 
June 19, 1948, 1948 U.S.Code Cong Service, 
p. 1912; Aug. 8, 1947, 1947 U.S.Code Cong. 
Service, p. 1668. 


§ 1701. Exemptions from tax 

(a) Certain religious, educational, or charitable entertainments, etc. 

(1) In general. Except as provided in paragraph (2), any admissions 
all the proceeds of which inure — 

(A) exclusively to the benefit of — 

(1) a church or a convention or association of churches; 

(ii) an educational institution which is exempt under section 101(6) 
or which is an educational institution of a government or political sub- 
division thereof, if such organization normally maintains a regular fac- 
ulty and curriculum and normally has a regularly organized body of 
pupils or students in attendance at the place where its educational activ- 
ities are regularly carried on; 

(iii) a corporation or any community chest, fund, or foundation organ- 
ized and operated exclusively for charitable purposes, exempt under sec- 
tion 101(6), if such corporation or organization is supported, in whole 
or in part, by funds contributed by the United States or any State or 
political subdivision thereof, or is primarily supported by contributions 
from the general public; 

(iv) a society or organization conducted for the sole purpose of main- 
taining symphony orchestras or operas and receiving substantial support 
from voluntary contributions; 

(v) an organization (organized prior to October 1, 1951) which is ex- 
empt under section 101(6) and which is operated for the purpose of 
conducting an annual Chautauqua program of educational, cultural, and 
religious activities at a permanent location — 

if no part of the net earnings thereof inures to the benefit of any private 
stockholder or individual; 

(B) exclusively to the benefit of National Guard organizations. Reserve 
officers* associations or organizations, posts or organizations of war vet- 
erans, or auxiliary units or societies of any such posts or organizations, 
if such posts, organizations, units, or societies are organized in the United 
States or any of its possessions, and if no part of their net earnings inures 
to the benefit of any private stockholder or individual; or 

(C) exclusively to the benefit of a police or fire department of any city, 
town, village, or any municipality or exclusively to a retirement, pension, 
or disability fund for the sole benefit of members of such a police or fire 
department or to a fund for the heirs of such members. 

(2) Nonexempt admissions. The exemption provided under paragraph 
(1) shall not apply in the case of admissions to (A) any athletic game 
or exhibition unless the proceeds inure exclusively to the benefit of an 
elementary or secondary school or unless in the case of an athletic game 
between teams composed of students from elementary or secondary 
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iBcliools, the entire gross proceeds from sucli game inure to the benefit 
of a hospital for crippled children, (B) -wrestling matches, prize fights, 
or boxing, sparring, or other pugilistic matches or exhibitions, (C) carni- 
vals, rodeos, or circuses in which any professional performer or operator 
participates for compensation, or (D) any motion picture exhibition. 
Clauses (A) and (B) shall not apply in the case of any athletic event 
between educational institutions held during the regular athletic season 
for such event, if the proceeds therefrom inure exclusively to the benefit 
of such institutions. 

(b) Agricultural fairs. Any admissions to agricultural fairs if no 
part of the net earnings thereof inures to the benefit of any stockholders 
or members of the association conducting the same — the proceeds 
therefrom are used exclusively for the improvement, maintenance, and 
operation of such agricultural fairs; or 

(c) Certain concerts. Any admissions to concerts conducted by a civic 
or community membership association if no part of the net earnings 
thereof inures to the benefit of any stockholders or members of such 
association; or 

(d) Municipal STvimming pools, etc. Any admissions to swimming 
pools, bathing beaches, skating rinks, or other places providing facilities 
for physical exercise, operated by any State or political subdivision there- 
of or by the United States or any agency or instrumentality thereof — ^if 
the proceeds therefrom inure exclusively to the benefit of the State, 
political subdivision. United States, agency, or instrumentality. For the 
purposes of this subsection the term ‘"State'" includes Alaska, Hawaii, 
and the District of Columbia; or 

(e) (1) Home and garden tours. Any admission to a home or garden 
which is temporarily opened to the general public as part of a program 
conducted by a society or organization to permit the inspection of histori- 
cal homes and gardens — ^if no part of the net earnings thereof inures to 
the benefit of any private stockholder or individual. 

(2) Historic sites, museums, and planetariums. Any admission to an 
historic site, house, or shrine, to a museum of history, art, or science, 
to a planetarium, or to any exhibition in connection with any of the fore- 
going, operated — 

(A) by any State or political subdivision thereof or by the United 
States or any agency or instrumentality thereof — the proceeds there- 
from inure exclusively to the benefit of the State, political subdivision. 
United States, agency, or instrumentality, or 

(B) by any society or organization not organized for profit — If no 
part of the net earnings thereof inures to the benefit of any private stock- 
holder or individual. 

For the purposes of subparagraph (A), the term “State"* Includes Alaska, 
Hawaii, and the District of Columbia; or 

(f) Certain amateur theater performances. Any admission to an 
amateur performance presented and performed by a civic or community 
theater group or organization — ^if no part of the net earnings thereof 
inures to the benefit of any private stockholder or individual. 53 Stat. 
190, amended Oct. 20, 1951, 2:07 p. m., E. S. T., c. 521, Title IV, § 402 (b, 
c). 65 Stat. 519; Mar. 31, 1954, c. 126, Title II, § 201(h)~(k), 68 Stat. 
38. 

Beuststa-TEment or Phewab Exemptions 

Section J^02(a) of Act Oct. 2d, 1951, provided that: **N’otwithstand- 
ing section 541(1}) of the Revenue Act of 1941 [Sept. 20, 1941, 12:15 
p. m., B. S. T., c. 412, Title V, Part TV, § 541(l>h 55 Stat. 710, set out 
as a note under this section, and which terminated the exemptions 
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from admissions tax provided ty this section toith respect to amounts 
paid, on or after October 1, 19411, the provisions of section 1701 (re- 
lating to exemptions from the admissions tax) shall apply to amounts 
paid on or after the effective date specified in section 4 OS of this Act 
INovemher 1, 1951, as provided ly such section 40 S, set out in note 
under this section) for admissions on or after such datef* 


Historical Note 


1954 Amendments. Sub sec. (a) (2) 

amended by Act Mar. 31, 1954, 5 201 (b), 
(i), whicb, in clause (A), substituted “be- 
tween teams composed of students from 
elementary or secondary scbools’' for 
“between two elementary or secondary 
schools”, and added sentence excluding 
clauses (A) and (B) from application if 
the proceeds from an athletic event be- 
tween educational institutions held dur- 
ing the regular athletic season for such 
event inure exclusively to the benefit of 
such institutions. 

Subsec. (e) (2) amended by Act Mar. 
31, 1954, § 201(1), (t) (1). which substi- 
tuted reference to “museum of history, 
art, or science”, to reference to “muse- 
ums”, extended the provisions to planeta- 
ria, extended the exemptions to historic 
sites, museums, etc., operated, under the 
conditions stated, by governmental units 
or nonprofit organizations, and substitut- 
ed or” for the period at the end there- 
of. 

•Subsec. (f) added by Act Mar. 31, 1954, 

§ 201 (k) (2). 

1951 Amendment. Subsec. (a) amended 
by Act Oct. 20, 1951, § 402(b), to restate 
the exemptions and nonexemptions from 
admissions tax. 

Subsec, (b) amended by Act Oct. 20, 
1951, 5 402 <b) to omit “or admissions to 
any exhibit, entertainment, or other pay 
feature conducted by such association as 
part of any such fair” following “con- 
ducting the same”. 

Subsec. (d) added by Act Oct. 20, 1951. 
S 402(c). 

Effective Date of 1954 Amendments. 
Effective date of amendments to this sec- 
tion by Act Mar. 31, 1954. as applying 


only with respect to amounts paid for 
admissions on or after April 1, 1954, see 
note under section 1700 of I,K.C.1939. 

Effective Date of 1951 Amendment. 
Amendments of subsecs, (a) and (b) and 
addition of subsec. (d) made applicable 
with respect to amounts paid on or after 
Nov. 1, 1951, for admissions on or after 
such date by section 403 of Act Oct. 20, 
1951. 

Termination of Applicability of Section. 
Act Sept. 20, 1941, 12:15 p. m., E. S. T., c. 
412, Title V, § 541(b), 55 Stat. 710, pro- 
vided that this section “shall not apply 
with respect to amounts paid, on or after 
the effective date of this Part, for ad- 
mission.” Said “Part” was made effec- 
tive on, and applicable only with respect 
to the period beginning with, Oct. 1, 
1941, by section 550(a) thereof; certain 
exceptions to such effective date being 
made by section 550(b)-(d) ol that Act, 
which are explained in notes under sec- 
tions 1650, 1700, and 3465 of I.E.C.1939. 

Treaty Obligations. Section 615 of Act 
Oct. 20, 1951, provided that: “No amend- 
ment made by this Act [Act Oct. 20, 1961] 
shall apply in any case where its appli- 
catiou would be contrary to any treaty 
obligation of the United States.” 

Text of Amendatory Eevenuo Acts. 
Complete original text of Revenue Acts 
amending this section, 1939 to date, 
see volumes “Title 26— Internal Revenue 
Acts”. 

legislative History: For legislative 
history and purpose of Act Mar. 31, 1954, 
see 1954 U.S.Code Cong, and Adm.News, 
p^. 2055. 


§ 1702. Printing of price on ticket 

The price (exclusive of the tax to he paid by the person paying for 
admission) at which every admission ticket or card is sold shall he 
conspicuously and indelibly printed, stamped, or written on the face 
or back of that part of the ticket which is to be taken up by the manage- 
ment of the theater, opera, or other place of amusement, together with 
the name of the vendor if sold other than at the ticket office of the 
theater, opera, or other place of amusement. 63 Stat. 191. 


§ 1703. Penalties 

(a) Failure to print correct price on ticket. Whoever sells an admis- 
sion ticket or card on which the name of the vendor and price is not 
printed, stamped, or written, as provided in section 1702, or at a price 
in excess of the price so printed, stamped, or written thereon, is guilty 
of a misdemeanor, and upon conviction thereof shall be fined not more 
than $100. 
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(b) CJross reference 

For otlier penalties relating to admissions, see section 171S, 

53 Stat. 191. 

§ 1704. Admission defined 

The term “admission’ ' as used in this chapter includes seats and tables, 
reserved or otherwise and other similar accommodations, and the charges 
made therefor. 63 Stat. 191. 

SUBCHAPTEB B.— DUES 


§ 1710. Tax 

(a) Bate. There shall be levied, assessed, collected, and paid— 

(1) Dues or membership fees- A tax equivalent to 20 per centum of 
any amount paid as dues or membership fees to any social, athletic, or 
sporting club or organization, if the dues or fees of an active resident 
annual member are in excess of $10 per year. 

(2) Initiation fees. A tax equivalent to 20 per centum of any amount 
paid as initiation fees to such a club or organization, if such fees amount 
to more than $10, or if the dues or membership fees, not including ini- 
tiation fees, of an active resident annual member are in excess of $10 
per year. 

(3) Dife memberships. In the case of life memberships, a tax equiv- 
alent to the tax upon the amount paid by active resident annual members 
for dues or membership fees other than assessments, but no tax shall 
be paid upon the amount paid for life membership. In such a case, 
the tax shall be paid annually at the time for the payment of dues by 
active resident annual members. 

(b) By whom paid. The taxes imposed by subdivision (a) shall be 
paid by the person paying such dues or fees, or holding such life mem- 
bership. 53 Stat. 192, amended Sept. 20, 1941, 12:15 p. m., E. S. T., c. 
412, Title V, § 543(a), 65 Stat. 711; Mar. 31. 1954. c- 126, Title II, 
§ 202, 68 Stat. 39. 


Historical Note 


1954 Amendments. Sub sec. (a) (1) 
amended by Act Mar. 31, 1954, } 202(a), 
which substituted “20 per centum” for 
“11 per centum”. 

Subsec. (a) (2) amended by Act Mar. 
31, 1954, § 202(b), which substituted “20 
per centum” for “11 per centum”. 

1941 Amcaadmcnt. Subsec, (a) (1) 
amended by Act Sept. 20, 1941, which in- 
creased the tax from 10 to 11 per cent 
on dues and fees in excess of $10 instead 
of $25. 

Subsec. (a) (2) amended by Act Sept. 
20, 1941, which increased tax on initia- 
tion fees from 10 to 11 per cent and sub- 
jected to tax the excess of dues or fees 
of $10 instead of $25. 

Effective ©ate of 1954 Aniendments. 
Effective date of amendments to this sec- 
tion by Act Mar 31, 1954, as April 1, 1954, 
see note under section 1700 of I.R.C.1939. 

Effective ©ate of 1941 Amendment. 
Act Sept. 20, 1941, was made effective on. 


and applicable only with respect to the 
period beginning with, Oct. 1, 1941, by 
section 560(a) thereof. 

Termtuation of War Tacr Bates. The 
effective period of the war tax rates pro- 
vided for in section 1650 of I.R.C.1939, 
which had temporarily affected the per- 
manent rates specified in subsecs, (a) (1) 
and (a) (2) of this section, ended on 
March 31, 1954 under the provisions of 
such section 1650 as amended by Act 
Mar. 31, 1954. See such section, and 
notes thereunder. 

Text of Amendatory Bevenne Acts. 
Complete original text of Revenue Acta 
amending this section, 1939 to date, see 
volumes “Title 26 — ^Internal Revenue 
Acts”. 

Eegislative History* For legislative 
history and purpose of Act Mar. 81, 
1954, see 1954 U.S.Ck)de Cong, and Adm. 
News, p. 2055. 
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§ 1711. Exemptions from tax 

There shall be exempted from the provisions of section 1710 all amounts 
paid as dues or fees to a fraternal society, order, or association, operat- 
ing under the lodge system, or to any local fraternal organization among 
the students of a college or university. 63 Stat. 192, 

§ 1712. Bednitioiis 

As used in this subchapter — 

(a) Dues. The term “dues*' Includes any assessment. Irrespective of 
the purpose for which made, and any charges for social privileges or 
facilities, or for golf, tennis, polo, swimming, or other athletic or sport- 
ing privileges or facilities, for any period of more than six days; and 

(b) Initiation fees. The term “initiation fees’* includes any payment, 
contribution, or loan, required as a condition precedent to membership, 
whether or not any such payment, contribution or loan is evidenced by a 
certificate of interest or indebtedness or share of stock, and irrespective 
of the person or organization to whom paid, contributed, or loaned. 53 
Stat. 192, amended Sept. 20, 1941, 12:15 p. m., E. S. T., c. 412, Title V, 
§ 543(b). 65 Stat. 711. 


Historical Note 


194:1 Amendment. Sub sec. (a) amended 
by Act Sept. 20, 1941, which added pro- 
vision enumerating charges for particu- 
lar privileges or facilities for more than 
six day period. 

Bffective Bate ot 1941 Anmendment. 
Act Sept. 20, 1941, was made effective 
on, and applicable only with respect to. 


the period beginning with Oct. 1, 1941, 
by section 550(a) thereof. 

Text of Amendatory Kevenue Acts. 
Complete original text of Revenue Acts 
amending this section, 1939 to date, see 
volumes “Title 25 — ^Internal Revenue 
Acta”. 


SUBCHAPTER C. — PROVISIONS COMMON TO ADMISSIONS AND DUES 

§ 1715. Payment of tax 

(a) Collection by recipient of admissions, dues, and fees. Every 
person receiving any payments for admission, dues, or fees, subject to 
the tax imposed by section 1700 or 1710 shall collect the amount thereof 
from the person making such payments. Every club or organization hav- 
ing life members shall collect from such members the amount of the 
tax imposed by section 1710. 

(b) Place of payment. The taxes collected under subsection (a), and 
the taxes required to be paid under section 1700(c), (d), or (e), shall 
be paid to the collector of the district in which the principal oflSlce or 
place of business is located. 

(c) Time for payment. The tax shall, without assessment by the 
Commissioner or notice from the collector, be due and payable to the 
collector at the time fixed for filing the return. 

(d) Excess payments 

(1) Any person making a refund of any payment upon which tax 
is collected under this section may repay therewith the amount of the 
tax collected on such payment; and the amount so repaid may be cred- 
ited against amounts included in any subsequent return. 

(2) In the case of any overpayment or overcollection of any tax 
Imposed by this chapter, the person making such overpayment or over- 
collection may take credit therefor against taxes due upon any return, 
and shall make refund of any excessive amount collected by him upon 
proper application by the person entitled thereto. 
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(©) CJross reference 

B’or provisions re<iTiiring the tax so collected to be held as a special fund in trust 
for the United States, see section 3661. 

53 Stat. 192, amended Sept. 20, 1941, 12:15 p. m., E3. S. T., C. 412, Title 
V. I 542(b), 55 Stat. 711. 


Historical Note 


ld41 Ajmendment. Subsec. (b) amend- 
ed by Act Sept. 20, 1941, which inserted 
provision as to taxes paid under section 
1700(c), (d). or (e). 

Effectivo Date of 1941 Amondmcaat. 
Act Sept. 20, 1941, was made effective on, 
and applicable only with respect to the 


period beginning with, Oct. 1, 1941, by 
section 550(a) thereof. 

Text of Attnendatory Kevenue Acts. 
Complete original text of Revenue Acts 
amending this section, 1939 to date, see 
volumes “Title 26 — ^Internal Revenue 
Acta". 


§ 1716. Returns 

(a) Requirement. Every person required under subsection (a) of 
section 1715 to collect the taixes, or required under section 1700(c), 
(d), or (e) to pay the taxes, imposed by this chapter shall make returns 
under oath, in duplicate, in such manner and containing such information 
as the Commissioner, with the approval of the Secretary, may, by regula- 
tion, prescribe. 

(b) Time for filing. The returns required under this section shall be 
made at such times as the Commissioner, with the approval of the Secre- 
tary, may, by regulation, prescribe. 

(c) Place for filing. The returns provided for in this section shall 
be filed with the collector of the district in which the principal office 
or place of business is located. 63 Stat. 193, amended Sept. 20, 1941, 
12:15 p. m., E. S. T., c. 412, Title V, § 542(c), 55 Stat. 711. 


Historical Note 

1941 Amendment. Subsec. (a) amended 
by Act Sept. 20, 1941, which inserted pro- 
vision as to returns from persons re- 
quired to pay taxes under section 1700 
(c), (d), or (e). 

Effective Bate of 1941 AmendmeiLt. 

Act Sept. 20, 1941, was made effective on, 
and applicable only with respect to the 

§ 1717. Addition to tax in case of nonpayment 

If the tax is not paid when due, there shall he added as part of the 
tax interest at the rate of 6 per centum per annum from the time when 
the tax became due until paid. 63 Stat. 193. 


period beginning with, Oct. 1, 1941, by 
section 550(a) thereof. 

Text of Amendatory Revemie Acts. 
Complete original text of Revenue Acts 
amending this section, 1939 to date, see 
volumes “Title 26 — ^Internal Revenue 
Acts". 


§ 1718. Penalties 

(a) Any person required under this chapter to pay any tax, or re- 
quired by law or regulations made under authority thereof to make a 
return, keep any records, or supply any information, for the purposes of 
the computation, assessment, or collection of any tax imposed by this 
chapter, who willfully fails to pay such tax, make such return, keep 
such records, or supply such information, at the time or times required 
by law or regulations, shall, in addition to other penalties provided by 
law, be guilty of a misdemeanor and, upon conviction thereof, be fined 
not more than $10,000, or imprisoned for not more than one year, or 
both, together with the costs of prosecution. 

(b) Any person required under this chapter to collect, account for 
and pay over any tax imposed by this chapter who willfully fails to col- 
lect or truthfully account for and pay over such tax, and any person 
who willfully attempts in any manner to evade or defeat any tax im- 
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posed by this chapter or the payment thereof, shall, in addition to other 
penalties provided by law, be guilty of a felony and, upon conviction 
thereof, be fined not more than $10,000, or imprisoned for not more than 
five years, or both, together with the costs of prosecution. 

(c) Any person who willfully fails to pay, collect, or truthfully account 
for and pay over, any tax Imposed by this chapter, or willfully attempts 
in any manner to evade or defeat any such tax or the payment thereof, 
shall, in addition to other penalties provided by law, be liable to a pen* 
alty of the amount of the tax evaded, or not paid, collected, or accounted 
for and paid over, to be assessed and collected in the same manner as 
taxes are assessed and collected. No penalty shall be assessed under 
this subsection for any offense for which a penalty may be assessed under 
authority of section 3612. 

(d) The term ''person’' as used in this section includes an officer 
or employee of a corporation, or a member or employee of a partnership, 
who as such officer, employee, or member is under a duty to perform 
the act in respect of which the violation occurs, 53 Stat. 193. 

§ 171&. Discretionary method allowed Commissioner for collecting tax 

Whether or not the method of collecting any tax imposed by this chapter 
is specifically provided herein, any such tax may, under regulations pre- 
scribed by the Commissioner, with the approval of the Secretary, be col- 
lected by stamp, coupon, serial-numbered ticket, or such other reasonable 
device or method as may be necessary or helpful in securing a complete 
and prompt collection of the tax. All administrative and penalty provi- 
sions of subchapters A, B, and C of chapter 11, in so far as applicable, 
shall apply to the collection of any tax which the Commissioner deter- 
mines or prescribes shall be collected in such manner. 63 Stat. 194. 

§ 1720. Records, statements, and returns 

Every person liable to any tax imposed by this chapter, or for the col- 
lection thereof, shall keep such records, render under oath such state- 
ments, make such returns, and comply with such rules and regulations, as 
the Commissioner, with the approval of the Secretary, may from time to 
time prescribe. 53 Stat. 194. 

§ 1721. Rules and regulations 

Tor authority of the Commissioner, with the approval of the Secretary, to prescribe 
and publish all needful rules and regulations for the enforcement of this chapter, see 
section 3791. 

53 Stat. 194. 

§ 1722. Other laws applicable 

All administrative, special, or stamp provisions of law, Including the law 
relating to the assessment of taxes, so far as applicable, shall be extended 
to and made a part of this chapter. 63 Stat. 194. 

§ 1723. Effective date of chapter 

This chapter shall take effect on the first day of that calendar month 
occurring next after the enactment of this title. 53 Stat. 194. 

§ 1724. Cross references 

For general provisions relating to stamps, information and returns, assessment, 
collection, and refund, see sections 3310 to 3313, and chapters 34 to 37, inclusiYe. 

63 Stat. 194. 
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SUBCHAPTER A. — RATE AND PAYMENT OP TAX 


Historical Note 


Stamp Tax On Fassagre Tickets Not To 
Apply. Act Sept. 20, 1941, 12:15 p. m.. 
E.S-T., c, 412, Title V, § 554(c), 65 Stat. 
722, which was made effective on Oct. 1, 
1941, by section 558 of that Act, provided 
as follows: “No tax shall be imposed 


under chapter 11 of the Internal Revenue 
Code [this chapter] on a ticket sold or 
issued for passage the amount paid for 
which is taxable under section 3469 of the 
Internal Revenue Code £1939].'* 


§ ISOO. Imposition of tax 

There shall be levied, collected, and paid, for and in respect of the 
several bonds, debentures, or certificates of stock and of indebtedness, 
and other documents, instruments, matters, and things mentioned and 
described In sections 1801 to 1807, inclusive, or for or in respect of the 
vellum, parchment, or paper upon which such instruments, matters, or 

584 



DOCUMENTS, INSTRUMENTS, ETC. §1801 

tilings, or any of tliem, are written or printed, tlie several taxes specified 
in STicIi sections. 53 Stat. 195. 


HistoTical Note 


Prior Xiaws. H.S. | 3418 imposed a 
tax on bank checks, drafts, and orders 
for the payment of money drawn on 
banks, bankers, and trust companies. It 
was modified by Act Feb 8, iS75, c. 36, 
§ 15, 18 Stat. 310, which amended Act 
June 30, 1861, c. 173, § 151, 13 Stat. 291, 
which was incorporated into section 3418. 

Receipts in receipt books of savings 
banks were exempted from the stamp 
tax by Act March 3, 1875, c. 127, § 6, 18 
Stat. 340. 

R.S § 3421 rendered unstamped instru- 
ments subject to a stamp tax inadmissi- 
ble in evidence, made it unlawful to re- 
cord them, and declared such recording 
void. 


R S. ^ 3435 defined manufacturers of 
the articles mentioned in Schedule A, 
following R.S. § 3437, as persons who 
odered or exposed for sale any of such 
articles. 

R S. § 3441 allowed a drawback on 
fermented liquors and on all the articles 
mentioned in Schedule A, following R.S. 
§ 3437, consisting of medicinal prepara- 
tions, perfumery, cosmetics, matches, 
and playing cards. It was amended by 
Act March 1, 1879, c. 125, § 17, 20 Stat, 
350, by striking out a clause excluding 
any allowance less than $10. 

R S. § 3442 made certificates of draw- 
back issued pursuant to the preceding 
section receivable for taxes. 


§ 1801. Corporate securities 

On all bonds, debentures, or certificates of indebtedness Issued by any 
corporation, and ail instruments, however termed, issued by any corpo- 
ration with interest coupons or in registered form, known generally as 
corporate securities, on each $100 of face value or fraction thereof, 11 
cents: Provided, That every renewal of the foregoing shall be taxed as 
a new issue: Provided further. That when a bond conditioned for the 
repayment or payment of money is given in a penal sum greater than the 
debt secured, the tax shall be based upon the amount secured. The tax 
under this section shall not apply to any instrument under the terms of 
which the obligee is required to make payment therefor in installments 
and is not permitted to make in any year a payment of more than 20 per 
centum of the cash amount to which entitled upon maturity of the instru- 
ment. Obligations described in this section issued by any receiver, trus- 
tee in bankruptcy, assignee, or other person, having custody of property, 
or charge of the affairs, of any corporation, shall, for the purposes of this 
chapter, be deemed to be issued by the corporation. 53 Stat. 195, amend- 
ed June 29, 1939, 10 p. m., E. S. T., c. 247, Title I, § 1, 53 Stat. 862; 
June 25, 1940, 11:45 a. m., E. S. T., c. 419, Title 11, § 209, 54 Stat. 522; 
Sept. 20, 1941, 12:15 p. m., E. S. T., c. 412, Title V, § 521(a) (3), 55 
Stat. 706; Oct 21, 1942, 4:30 p. m., E. W. T., c. 619, Title V, § 506 (a), 
66 Stat 957. 


Historical Note 


1942 Amendment. Last sentence added 
by Act Oct. 21, 1942. 

1941 Ainenditieiit. Act Sept. 20, 1941, 
substituted ‘U1 cents*' for **10 cents un- 
til July 1, 1945, and 6 cents thereafter”. 

1940 Amendtnxent. Act June 25, 1940, 
struck out **1941” and inserted in lieu 
thereof **1945**. 

1939 Aixiiendxneiit. Act June 29, 1939, 
Inserted ‘*1941” in lieu of “1939”, 

RifFectlve Date of 1943 Ameaidment. 
Act Oct. 21, 1942, was made applicable to 
obligations issued after Oct. 21. 1942, 4:30 
p. m., B.W.T., by section 506(h) (1) 

thereof. 


Effective Date of 1941 Amendment. 
The rates specified in Act Sept. 20, 1941, 
were made effective on, and applicable 
only with respect to the period after the 
date of enactment of that Act, by section 
621(b) thereof. 

Temporary lacrease in Bates. Defense 
tax for 5-year period after June 30, 1940, 
which increased certain tax rates, and 
termination thereof by Act Sept. 20, 1941, 
see note set out under section 1650 of 
I.R.C.1939. 

Text of Amendatory Bevemio Acts. 
Complete original text of Revenue Acts 
amending this section, 1939 to date, see 
volume “Title 26— Internal Revenue 
Acts”. 
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§ 1802. Capital stock (and similar interests) 

(a) Original issue. On each, original issue, whether on organization 
or reorganization, of shares or certificates of stock, or of profits, or of 
interest in property or accumulations, by any corporation, or by any inyest- 
ment trust or similar organization (or by any person on behalf of such 
investment trust or similar organization) holding or dealing in any of 
the instruments mentioned or described in this subsection or section 
1801 (whether or not such investment trust or similar organization con- 
stitutes a corporation within the meaning of this title), on each $100 
of par or face value or fraction thereof of the certificates issued by such 
corporation or by such investment trust or similar organization (or of 
the shares where no certificates were issued), 11 cents: Provided^ That 
where such shares or certificates are issued without par or face value, 
the tax shall be 11 cents per share (corporate share, or investment trust 
or other organization share, as the case may be) , unless the actual value 
is in excess of $100 per share; in which case the tax shall be 11 cents on 
each $100 of actual value or fraction thereof of such certificates (or of the 
shares where no certificates were issued) , or unless the actual value is less 
than $100 per share, in which case the tax shall be 3 cents on each $20 
of actual value, or fraction thereof, of such certificates (or of the shares 
where no certificates were issued) : Provided further. That where such 
certificates (or shares, where no certificates are issued) are issued in a 
recapitalization, the tax payable shall be that proportion of the tax com- 
puted on such certificates or shares issued in the recapitalization that the 
amount dedicated as capital for the first time by the recapitalization, 
whether by a transfer of earned surplus or otherwise, bears to the total 
par value (or actual value if no par stock) of such certificates or shares 
issued in the recapitalization. The stamps representing the tax imposed 
by this subsection shall be attached to the stock books or corresponding 
records of the organization and not to the certificates issued. 

(b) Sales and transfers. On all sales, or agreements to sell, or memo- 
randa of sales or deliveries of, or transfers of legal title to any of the 
shares or certificates mentioned or described in subsection (a), or to 
rights to subscribe for or to receive such shares or certificates, whether 
made upon or shown by the books of the corporation or other organiza- 
tion, or by any assignment in blank, or by any delivery, or by any paper 
or agreement or memorandum or other evidence of transfer or sale 
(whether entitling the holder in any manner to the benefit of such share, 
certificate, interest, or rights, or not), on each $100 of par or face value 
or fraction thereof of the certificates of such corporation or other organi- 
zation (or of the shares where no certificates were issued) 5 cents and 
where such shares or certificates are without par or face value, the tax 
shall be 5 cents on the transfer or sale or agreement to sell on each share 
(corporate share, or investment trust or other organization share, as 
the case may be) : Provided, That in case the selling price, if any, is $20 
or more per share the above rate shall be 6 cents: Provided further, That 
upon any transfer of an interest in a partnership owning shares or certifi- 
cates of stock, the tax shall be limited to an amount equal to that per- 
centage of a tax computed on the transfer of all of such shares or certifi- 
cates of stock owned by the partnership as the interest transferred bears 
to the total interests in the partnership of all the partners: Provided 
further, That it is not intended by this chapter to impose a tax upon an 
agreement evidencing a deposit of certificates as collateral security for 
money loaned thereon, which certificates are not actually sold, nor upon 
the delivery or transfer for such purpose of certificates so deposited, nor 
upon mere loans of stock nor upon the return of stock loaned: Provided 
further, That the tax shall not be imposed upon any delivery or transfer 
to a trustee or public ofidcer, made pursuant to Federal or State law to 
secure the performance of an obligation, or upon a redelivery or retrans- 
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fer of sTicli shares or certificates to the transferor. If such delivery, trans- 
fer, redelivery, or retransfer is accompanied by a certificate setting forth 
the facts: Provided further. That the tax shall not be imposed upon deliv- 
eries or transfers to a broker or his registered nominee for sale, nor upon 
deliveries or transfers by a broker or his registered nominee to a customer 
for whom and upon whose order the broker has purchased same, nor upon 
deliveries or transfers by a purchasing broker to his registered nominee 
if the shares or certificates so delivered or transferred are to be held by 
such nominee for the same purpose as if held by the broker, but such 
deliveries or transfers shall be accompanied by a certificate setting forth 
the facts: Provided further. That the tax shall not be imposed upon de- 
liveries or transfers from a fiduciary to a nominee of such fiduciary, or 
from one nominee of such fiduciary to another, if such shares or certifi- 
cates continue to be held by such nominee for the same purpose for which 
they would be held if retained by such fiduciary, or from the nominee to 
such fiduciary, but such deliveries or transfers shall be accompanied by 
a certificate setting forth the facts: Provided further. That in case of sale 
where the evidence of transfer is shown only by the books of the corpora- 
tion or other organization the stamp shall be placed upon such books; 
and where the change of ownership is by transfer of the certificate the 
stamp shall be placed upon the certificate; and in cases of an agreement 
to sell or where the transfer is by delivery of the certificate assigned in 
blank there shall be made and delivered by the seller to the buyer a bill 
or memorandum of such sale, to which the stamp shall be affixed; and 
every bill or memorandum of sale or agreement to sell before mentioned 
shall show the date thereof, the name of the seller, the amount of the sale, 
and the matter or thing to which it refers: Provided further, That as used 
in this section the term “registered nominee"' shall mean any person 
registered with the collector in accordance with such rules and regula- 
tions as the Commissioner with the approval of the Secretary shall pre- 
scribe. The tax shall not be imposed upon deliveries or transfers of shares 
or certificates — 

(1) From the owner to a custodian if under a written agreement be- 
tween the parties the shares or certificates are to be held or disposed of 
by such custodian for, and subject at all times to the instructions of, the 
owner; or from such custodian to such owner; 

(2) Prom such custodian to a registered nominee of such custodian, 
or from one such nominee to another such nominee, if in either case the 
shares or certificates continue to be held by such nominee for the same 
purpose for which they would be held if retained by such custodian; or 
from such nominee to such custodian. 

(3) From a corporation to a registered nominee of such corporation, 
or from one such nominee to another such nominee, if in either case the 
shares or certificates continue to be held by such nominee for the same 
purpose for which they would be held if retained by such corporation; or 
from such nominee to such corporation. 

No exemption shall be granted under this paragraph unless the deliveries 
or transfers are accompanied by a certificate setting forth such facts 
as the Commissioner, with the approval of the Secretary, may by regula- 
tion prescribe as necessary for the evidencing of the right to such exemp- 
tion. No delivery or transfer to a nominee shall be exempt under this 
paragraph unless such nominee, in accordance with regulations prescribed 
by the Commissioner, with the approval of the Secretary, is registered 
with the Commissioner. 

The tax imposed by this subsection shall not be imposed upon any 
delivery or transfer by an executor or administrator to a legatee, heir, or 
distributee of shares or certificates of stock if it is showp to the satisfac- 
tion of the Commissioner that the value of such shares or certificates is not 
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greater tliaii tlie amount of tlie tax that would otherwise be imposed on 
such delivery or transfer. 

(c) Transfers by operation of law. No delivery or transfer under 
subsection (b) not otherwise exempt shall be exempt because effected by 
operation of law. The tax under such subsection shall not be imposed upon 
any delivery or transfer — 

(1) From a decedent to his executor or administrator. 

(2) From a minor to his guardian, or from a guardian to his ward 
upon attaining majority. 

(3) From an incompetent to his committee or similar legal represent- 
ative, or from a committee or similar legal representative to a former 
incompetent upon removal of disability. 

(4) From a bank, trust company, financial institution, insurance com- 
pany, or other similar entity, or nominee, custodian, or trustee therefor, 
to a public officer or commission, or person designated by such officer or 
commission or by a court, in the taking over of its assets, in whole or 
part, under State or Federal law regulating or supervising such institu- 
tions, nor upon redelivery or retransfer by any such transferee or suc- 
cessor thereto. 

(5) From a bankrupt or person in receivership due to Insolvency to the 
trustee in bankruptcy or receiver, from such receiver to such trustee, or 
from such trustee to such receiver, nor upon redelivery or retransfer by 
any such transferee or successor thereto. 

(6) From a transferee under paragraphs (1) to (5), inclusive, to his 
successor acting in the same capacity, or from one such successor to 
another. 

(7) From a foreign country or national thereof to the United States or 
any agency thereof, or to the government of any foreign country, directed 
pursuant to the authority vested in the President by section 5(b) of the 
Trading with the Enemy Act (40 Stat, 415), as amended by the First War 
Powers Act (55 Stat. 838). 

(8) From trustees to surviving, substituted, succeeding, or additional 
trustees of the same trust. 

(0) Upon the death of a joint tenant or tenant by the entireties, to the 
survivor or survivors. 

No exemption shall be granted under this subsection unless the delivery 
or transfer is accompanied by a certificate setting forth such facts as the 
Commissioner, with the approval of the Secretary, may by regulation pre- 
scribe. 53 Stat. 196, amended June 29, 1939, 10 p. m., E. S. T., c, 247, 
Title I, § 1, Title IV, § 402, 53 Stat. 862, 883; June 25, 1940, 11:45 a. m., 
E. S. T., c. 419, Title II, § 209, 54 Stat. 522; Sept. 20, 1941, 12:15 p. m., 
E. S. T., c. 412, Title V, § 521(a) (4), (5), 55 Stat. 707; Oct. 21, 1942, 
4:30 p. m., B. W. T., c. 619, Title V, § 506 (b) (1), 56 Stat. 958; Aug. 8, 
1947, c. 518, 61 Stat. 921; Oct. 25, 1949, c. 720, § 4(a), 63 Stat. 892; 
May 23. 1952, c. 329, § 1(a), 66 Stat. 93. 


Historical Note 


Beforences in Text. Section 6(b) of 
the Trading with the Enemy Act (40 
Stat. 415), as amended by the First War 
Powers Act (55 Stat. 838), referred to in 
snbscc. (c) (7), is classified to section 
5(b) of Appendix to Title 50, War and 
National Defense. 

1&63 Amendment. Sub sec. (b) amended 
by Act May 23, 1952, to exempt from 
the transfer tax all deliveries or transfers 
of shares or certificates of stock to a 


trustee or public officer, made pursuant 
to a statutory requirement, to secure the 
performance of an obligation, and any 
redelivery or retransfer of such shares 
or certificates to the transferor, if such 
delivery is accompanied by a certificate 
setting forth the facts. 

1949 Amendment. Suhsec. (b) amended 
by Act Oct. 25, 1949, which substituted 
a semicolon for a period at the end of 
clause (2), and added clause (3). 
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1947 AmeiidTOeiit. Subsec. (a) amended 
by Act Aug. 8, 1947, wbicb added second 
proviso to first sentence. 

Sub sec. (b) amended by Act Aug. 8, 
1947, which added second proviso and 
inserted “nor upon mere loans of stock*' 
following “deposited** in third proviso. 

1942 Amendment. Sub sec. (c) added by 
Act Oct. 21. 1942. 

1941 Amendiment. Subsecs, (a) and (b) 
amended by Act Sept. 20, 1941, § 521(a) 
<4), (5), respectively, which affected rates. 

1940 Amendment. Act June 25, 1940, 
continued tax until 1945 by substituting 
“1945** for “1941”. 

1930 Amendment. “1941** was inserted 
in lieu of “1939”, wherever appearing in 
section by Act June 29, 1939. 

Subsec. (b), last par., added by Act 
June 29, 1939, § 402. 

Effective Date of 1953 Amendment. 
Section 1(c) of Act May 23, 1952, pro- 
vided that the amendment of this section 
by Act May 23, 1952, should take effect 
as of May 24, 1952. 

Effective Bate of 1943 Anoendment. Act 
Oct. 21, 1942, was made applicable to de- 
liveries and transfers on or after the 
thirtieth day after Oct. 21, 1942, 4:30 p. 
m , E.W.T., by section 506(h) (2) thereof. 

Effective Bate of 1941 Amendment. 
The rates specified in Act Sept. 20, 1941, 
cited to text, were made applicable only 
with respect to the period after the date 


of enactment of that Act, by section 621 
(b) thereof. 

Death Prior to Oct. 25, 1949; Effect on 
Delivery or Transfer of Stock. Section 4 
(b) of Act Oct. 25, 1949, provided that: 
“In the case of the death before the date 
of the enactment of this Act [Oct. 29, 
19493 of a nominee of a corporation 
(whether or not such nominee was reg- 
istered), the tax under section 1802(b) 
of the Internal Revenue Code [this sec- 
tion] shall not be imposed upon any 
delivery or transfer of stock from the 
executor or administrator of such nomi- 
nee to such corporation if such delivery 
or transfer is made on or before the date 
of the enactment of this Act [Oct. 29, 
1949] or within one year after such date.'* 

Temporary Increase in Rates. Defense 
tax for 5-year period after June 30, 1940, 
which increased certain tax rates, and 
termination thereof by Act Sept. 20, 1941, 
see note set out under section 1^0 of 
I.R.C.1939. 

Text of Amendatory Revenue Acts. 
Complete original text of Revenue Acts 
amending this section, 1939 to date, see 
volumes “Title 26 — ^Internal Revenue 
Acts’*. 

legislative History and Congressional 
Comment ; For legislative history and 
purpose of Act May 23, 1952, see 1952 TJ. 
S Code Cong, and Adm. News, p. 1489. 
See, also. Act Aug. 8, 1947, 1947 U.S.Code 
Cong. Service, p. 1683. 


§ 1804.1 Insurance policies 

(a) Insurance policies other than life, and indemnity, fidelity, or sure- 
ty bonds. On each policy of insurance (other than life), indemnity, 
fidelity, or surety bond, or certificate, binder, covering note, receipt, mem- 
orandum, cablegram, letter, or other instrument by whatever name called 
whereby a contract of insurance or an obligation of the nature of an in- 
demnity, fidelity, or surety bond is made, continued, or renewed against, 
or with respect to, hazards, risks, losses, or liabilities wholly or partly 
within the United States, if issued to or for, or in the name of, a domestic 
corporation or partnership, or an individual resident of the United States, 
or with respect to hazards, risks, or liabilities within the United States, if 
issued to or for, or in the name of, a foreign corporation, foreign partner- 
ship, or nonresident individual, engaged in a trade or business within 
the United States, and if the insurer is a nonresident alien individual, or 
a foreign partnership, or a foreign corporation, and if such policy or other 
instrument is not signed or countersigned by an officer or agent of the 
insurer in a State, Territory, or District of the United States within which 
such insurer is authorized to do business, a tax of 4 cents on each dollar, 
or fractional part thereof, of the premium charged. 

(b) Life insurance, sickness, and accident policies, and annuity con- 
tracts. On each policy of insurance or annuity contract, or certificate, 
binder, covering note, receipt, memorandum, cablegram, letter, or other 
instrument by whatever name called whereby a contract of insurance or 
an annuity contract is made, continued, or renewed with respect to the 
life or hazards to the person of a citizen or resident of the United States, 
if the insurer is a nonresident alien individual, or a foreign partnership, 
or a foreign corporation, unless such policy or other instrument is signed 
or countersigned by an officer or agent of the insurer in a State, Territory, 
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or District of tlie United States witliin wnicn onch insurer is authorized to 
do business, or unless the insurer is subject to tax under section 201, a 
tax of 1 cent on each dollar or fractional part thereof, of the premium 
charged. 

(c) Beinsurance. On each policy of reinsurance, certificate, binder, 
^jovering note, receipt, memorandum, cablegram, letter or other instru- 
ment by whatever name called whereby a contract of reinsurance is made, 
continued, or renewed against, or with respect to, any of the hazards, 
risks, losses, or liabilities covered by contracts described in subsections 
(a) and (b) of this section if the reinsurer is a nonresident alien indi- 
vidual, or a foreign partnership, or a foreign corporation, and if such 
policy or other instrument is not signed or countersigned by an officer or 
agent of the reinsurer in a State, Territory, or District of the United States 
within which such reinsurer is authorized to do business, a tax of 1 cent 
on each dollar, or fractional part thereof, of the premium charged. 

(d) When used in this section — 

(1) The term “indemnity, fidelity, or surety bond’* includes any bond 
for indemnifying any person who shall have become bound or engaged as 
surety, and any bond for the due execution or performance of any contract, 
obligation, or requirement, or the duties of any office or position, and to 
account for money received by virtue thereof, where a premium is charged 
for the execution of such bond. 

(2) The term “insurer” includes any person who shall become bound 
by an obligation of the nature of an indemnity, fidelity, or surety bond, 
where a premium is charged for the execution of such obligation. 53 Stat. 
197, amended Sept. 20, 1941, 12:15 p. m., E. S. T., c. 412, Title V, § 521 
(a) (6), 55 Stat. 707; Oct. 21, 1942, 4:30 p. m., E. W. T., c. 619, Title 
V, § 502(a), 66 Stat. 956. 

1 So in original. There is no section 180S. 

Historical Hote 

1942 Amendment. Act Oct 21, 1942, enactment of this Act [Oct 21, 1942, 4:30 
amended section in its entirety. p. m., BJ. W. T.].” 

1941 Amendment. Act Sept 20, 1941, Effective Date of 1941 Amendment, 
substituted “4 cents’* for “3 cents’*. The rates specified in Act Sept 20, 1941, 

were made effective on, and applicable 

Effective Date of 1942 Amendment. only with respect to the period after the 
Amendments by Act Oct. 21, 1942, were enactment of that Act, by section 

made effective by section 502(b) thereof, 521 (b) thereof 
as follows: “(b) The amendments made 

by this section [to section 1804] shall ap- Text of Amendatory Hevenno Acts, 
ply to the making, continuing, or renew- Complete original text of Revenue Acts 
al of contracts occurring on or after the amending this section, 1939 to date, see 
first day of the fi.rst month which begins volumes ‘‘Title 26 — ^Internal Revenue 
more than 10 days after the date of the Acts”. 

§ 1805. Silver buUion 

On all transfers of any interest in silver bullion, if the price for which 
such interest is or is to be transferred exceeds the total of the cost there- 
of and allowed expenses, 50 per centum of the amount of such excess. On 
every such transfer there shall be made and delivered by the transferor 
to the transferee a memorandum to which there shall be affixed lawful 
stamps in value equal to the tax thereon. Every such memorandum shall 
show the date thereof, the names and addresses of the transferor and 
transferee, the interest in silver bullion to which it refers, the price for 
which such interest is or is to be transferred and the cost thereof and 
the allowed expenses. Stamps affixed under this section shall be canceled 
(in lieu of the manner provided in section 1816) by such officers and in 
such manner as regulations under this section shall prescribe. Such of- 
ficers shall cancel such stamps only if it appears that the proper tax is 
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being paid, and wben stamps with respect to any transfer are so canceled, 
the transferor and not the transferee shall be liable for any additional tax 
found due or penalty with respect to such transfer* The Commissioner 
shall abate or refund, in accordance with regulations issued hereunder, 
such portion of any tax hereunder as he finds to be attributable to profits 
(1) realized in the course of the transferor's regular business of furnish- 
ing silver bullion for industrial, professional, or artistic use and (a) not 
resulting from a change in the market price of silver bullion, or (b) off- 
set by contemporaneous losses incurred in transactions in interests in 
silver bullion determined, in accordance with such regulations, to have 
been specifically related hedging transactions; or (2) offset by contempo- 
raneous losses attributable to changes in the market price of silver bul- 
lion and incurred in transactions in silver foreign exchange determined, in 
accordance with such regulations, to have been hedged specifically by 
the interest in silver bullion transferred. The provisions of this section 
shall extend to all transfers in the United States of any interest in silver 
bullion, and to all such transfers outside the United States if either party 
thereto is a resident of the United States or is a citizen of the United States 
who has been a resident thereof within three months before the date of the 
transfer or if such silver bullion or interest therein is situated in the Unit- 
ed States; and shall extend to transfers to the United States Government 
(the tax in such cases to be payable by the transferor), but shall not extend 
to transfers of silver bullion by deposit or delivery at a United States 
mint under proclamation by the President or in compliance with any Ex- 
ecutive order issued pursuant to section 7 of the Silver Purchase Act of 
1934, 48 Stat. 1179 (U.S.C., Title 31, § 316(a)).l 

As used in this section — 

The term **cost’* means the cost of the interest in silver bullion to the 
transferor, except that (a) in case of silver bullion produced from ma- 
terials containing silver which has not previously entered into industrial, 
commercial, or monetary use, the cost to a transferor who is the producer 
shall be deemed to be the market price at the time of production deter- 
mined in accordance with regulations issued hereunder; (b) in the case of 
an interest in silver bullion acquired by the transferor otherwise than for 
valuable consideration, the cost shall be deemed to be the cost thereof to 
the last previous transferor by whom it was acquired for a valuable con- 
sideration; and (c) in the case of any interest in silver bullion acquired 
by the transferor in a wash sale, the cost shall be deemed to be the cost 
to him of the interest transferred by him in such wash sale, but with 
proper adjustment, in accordance with regulations under this section, when 
such interests are in silver bullion for delivery at different times. 

The term '^transfer” means a sale, agreement of sale, agreement to sell, 
memorandum of sale or delivery of, or transfer, whether made by assign- 
ment in blank or by any delivery, or by any paper or agreement or memo- 
randum or any other evidence of transfer or sale; or means to make a 
transfer as so defined. 

The term ‘Interest in silver bullion'* means any title or claim to, or 
interest in, any silver bullion or contract therefor. 

The term * ‘allowed expenses" means usual and necessary expenses ac- 
tually incurred In holding, processing, or transporting the interest in 
silver bullion as to which an interest is transferred (including storage, 
insurance, and transportation charges but not including interest, taxes, 
or charges in the nature of overhead) , determined in accordance with regu- 
lations issued hereunder. 

The term "memorandum" means a bill, memorandum, agreement, or 
other evidence of a transfer. 

The term "wash sale" means a transaction involving the transfer of an 
interest in silver bullion and, within thirty days befojre or after sixch 
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transfer, tlie acquisition by the same person of an interest in silver bul- 
lion. Only so mucb of tbe interest so acquired as does not exceed tbe 
interest so transferred, and only so mucb of the interest so transferred as 
does not exceed the interest so acquired, shall be deemed to be included in 
the wash sale. 

The term “silver bullion'" means silver which has been melted, smelted, 
or refined and is in such state or condition that its value depends primarily 
upon the silver content and not upon its form. 

The term ‘"person" means an individual, partnership, association, or 
corporation. 

The Secretary is authorized to issue, with the approval of the President, 
such rules and regulations as the Secretary may deem necessary or proper 
to carry out the purposes of this section. 53 Stat. 198, amended Mar, 17, 
1941, c. 21, § 1, 55 Stat. 44, eff. Feb. 11, 1939. 
iSo in original. 


Historical ISTote 


IHl Amendment. Last two pars, were 
substituted at end of section for that part 
of the section following- par. defining 
“silver bullion” (constituting former last 
four pars.) by Joint Hes. Mar. 17, 1941. 

Effective Date of 1041 Amenclmont. 
Section 2 of Act Mar. 17, 1941, provided 
that amendment of this section hy said 
Act Mar. 17, 1041, be effective as if en- 
acted on Feb. 10, 1930. Section 3 of Act 
Feb. 10, 1039, c. 2, 53 Stat. 1 provided 
that, except as otherwise provided, I.R C. 
1939 should take effect on Feb. 11, 1939. 


Approval of the Presidtcaat- Power of 
the Secretary of the Treasury to per- 
form, -without tbe approval, ratification, 
or other action of the President, the 
functions vested in him, by this section, 
see 23x Ord. No. 102S9, September 17, 1951. 
16 F.B. 9499, set out as a note under 
section SOI of Title 3, The President. 

Text of Amendatory Revenue Acts. 
Complete original text of Revenue Acts 
amending this section, 1939 to date, 
see Volumes “Title 2t} — Internal Revenue 
Acts”. 


§ 1806. Repealed. Mar. 11, 1947, c. 17, § 8(c), 61 Stat. IS. 


Historienl Note 


Section, Act Feb. 10, 1939, c. 2, $ 1806, 
53 Stat. 199; Sept. 20, 1941, 12:15 p. m., 
E. S T., c. 412, Title V, § 521(a) (7), 55 
Stat. 707, related to stamp tax on passage 
tickets. 


Effective Date. Subsec- (c) of section 
8, which repealed this section, provided in 
part that the repeal became effective with 
respect to tickets sold or issued on or 
after the first day of the first month which 
began more than twenty days after Mar. 
11, 1947. 


§ 1807* Playing cards 

(a) General rule. Upon every pack of playing cards containing not 
more than fifty-four cards> manufactured or imported, and sold, or remov- 
ed for consumption or sale, a tax of 13 cents per pack. This tax shall be 
in addition to any import duties imposed on such articles of foreign man- 
ufacture. 

(b) Defense tax for five years. In lieu of the rate of tax specified in 
subsection (a), the rate of tax for the period after June 30, 1940, and 
before July 1, 1945, shall be 11 cents. 52 Stat. 199, amended June 25, 

1940, 11:45 a, m., E. S. T., c. 419, Title II, § 215, 54 Stat. 526; Sept. 20, 

1941, 12:15 p. m., E. S. T., c. 412, Title V, § 531, 56 Stat. 708. 


Historical Note 


1941 Amendment. Snbsec. (a) amended 
by Act Sept. 20, 1941, which substituted 
“13 cents” for “10 cents”. 

1940 Amendment. Subsec. (a) was cre- 
ated from section as originally enacted 
and heading “(a) General B-ule —§ ** was 
Inserted by Act June 25, 1940. 


Subsec. (b) was added by Act June 25, 
1940. 

Effective Date of 1941 Amendment. 
Act Sept. 20, 1941, was made effective on, 
and applicable only with respect to the 
period beginning ^th, Oct. 1, 1911, by 
section 536 thereof. 
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Termlixation of Kates. Act Sept. 20, 
1941, 12:15 p. m., B, S. T., c. 412, Title V, 
§§ 5S8, 550 (a), 55 Stat. 710, 715, provided 
for tlie termination of the applicability 
of the rates specified in subsec. (b) of 
this section as follows : 

*T§ 536] The amendments made by 
this Part [Act Sept. 20, 1941, Title V, 
Part III, §§ 531-536, ailecting sections 
1807, 1850, 2800, 2SC7, 2830, 31C2, and 3400 
of IRC 1939] shall be applicable only 
with respect to the period beginning with 
October 1, 1941, and the races specified 
in section 1650(a), section 1807 (b), sec- 
tion 2004, section 2S00(g), and section 
3190 of the Internal Revenue Code [1939] 
shall not apply with respect to such pe- 
riod. This Part shall take effect on 
October 1, 1941.” 

“[§ 550 3 (a) The amendments made by 
this Part [Act Sept. 20, 1941, Title Y, 
Part IV, §§ 541-550, affecting I.R.C.1939, 
§§ 1700, 1701, 1710, 1712, 1715, 1716, 3403, 


3404, 3405, 3409, 3441, 3465, 3468; and 
Title 16, Conservation, §§ 18e, 407d3 

shall be applicable only with respect to 
the period beginning with the effective 
date of this Part, and the rates specified 
in section 1650(a), section lS07(b), sec- 
tion 2004, section 2^0 (g), and section 
3190 of the Internal Revenue Code [1939] 
shall not apply with respect to such pe- 
riod. This Part shall take effect on 
October 1, 1941.” 

Prior l^aws. R S. § 3419, imposed a tax 
on medicinal preparations, perfumery, 
cosmetics, matches, playing cards, etc., as 
designated in Schedule A, following R.S. 
5 3437. 

Text ©5 Amendatory Eevenue Acts. 
Complete original text of Revenue Acts 
amending this section, 1939 to date, 
see Volumes “Title 26— Internal Revenue 
Acts”. 


§ 1808 . Bxeiaptioiis 

Tiiere shall not be taxed under this chapter — 

(a) Government and State obligations. Any bond, note, or other in* 
strument, issued by the United States, or by any foreign Government, 
or by any Stale, Territory, or the District of Columbia, or local subdivision 
thereof, or municipal or other corporation exercising the taxing power; 
or 

(b) Bonds of indemnity. Any bond of indemnity required to be filed 
by any person to secure payment of any pension, allowance, allotment, re- 
lief, or insurance by the United States, or to secure a duplicate for, or the 
payment of, any bond, note, certificate of indebtedness, war-savings cer- 
tificate, warrant or check, issued by the United States; or 

(c) Stocks and bonds of domestic building and loan associations and 
mutual ditch or irrigation companies. Stocks and bonds issued by do- 
mestic building and loan associations, savings and loan associations, co- 
operative banks, and homestead associations substantially all the business 
of which is confined to making loans to members, or by mutual ditch or 
irrigation companies; or 

(d) Stocks and bonds of farmers’, fmit growers’, or cooperative as- 
sociations. Stocks and bonds and other certificates of indebtedness issued 
by any farmers' or fruit growers' or like associations organized and op- 
erated on a cooperative basis for the purposes, and subject to the condi- 
tions, prescribed in paragraph (12) of section 101. 

(e) Corporate reorganizations and reorganization of railroads. The 
provisions of sections 1801, 1802, and 1821(b) of this chapter and the 
provisions of sections 3481 and 3482 of Chapter 31 shall not apply to the 
issuance, transfer or exchange of securities, or the making, delivery or 
filing of conveyances to make effective any plan of reorganization or ad- 
justment — 

(1) confirmed under the Act entitled *'Au Act to establish a uniform 
system of bankruptcy throughout the United States", approved July 1, 
1898, as amended, 

(2) approved in an equity receivership proceeding in a court involving 
a railroad corporation, as defined in section 77 (m) of such Act, or 

(3) approved in an equity receivership proceeding in a court involving 
a corporation, as defined in section 106 (3) of such Act, if the issuance, 
transfer, or exchange of securities, or the making, delivery or filing of in- 
struments of transfer or conveyances, occurs within five years from the 
date of such confirmation or approval. 
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(f) Orders of the Securities and Exchange Commission. The provisions 
of sections 1801, 1802, and 1821(b) of this chapter and the provisions of 
sections 3481 and 3482 of Chapter 31 shall not apply to the issuance, 
transfer, or exchange of securities, or making or delivery of conveyances, 
to make effective any order of the Securities and Exchange Commission as 
defined in section 373(a) of Chapter 1: Provided, That (1) the order of 
the Securities and Exchange Commission in obedience to which such issu- 
ance, transfer, or exchange of securities, or conveyances are made recites 
that such issuance, transfer, or exchange, or conveyances are necessary or 
appropriate to effectuate the provisions of section 11(b) of the Public 
Utility Holding Company Act of 1935, 49 Stat. 820 (U.S.C., Title 15, sec. 
79k (b)), (2) such order specifies and itemizes the securities and other 
property which are ordered to be issued, transferred, exchanged, or con- 
veyed, and (3) such issuance, transfer, or exchange, or conveyance is 
made in obedience to such order. 

(g) Common trust funds. The provisions of section 1802(a) shall 
not apply to the issue of shares or certificates of a common trust fund, as 
defined in section 169. 

(h) Cross reference. 

For exemption in case of playing cards exported to a foreign country, see section 
1830. 

53 Stat. 199, amended Oct. 21, 1942, 4:30 p. m., E. W. T., c. 619, Title 
V, § 506(c~e), 56 Stat. 959. 


Historical Note 


Beforences in Text. ** *An Act to estab- 
lish a uniform system of bankruptcy 
throughout the United States^ approved 
July 1, 1898, as amended,” referred to in 
subsec. (e) (1), is classified to Title 11, 
Bankruptcy. 

Section 77(m) of such Act, referred to 
in subsec. (e) (2), refers to section 77 (m) 
of Act mentioned above and is classified 
to section 205 (m) of Title 11, Bankruptcy. 

Section 106(3) of such Act, referred to 
in subsec. (e) (3), refers to section 106(3) 
of Act mentioned above and is classified to 
section 506(3) of Title 11, Bankruptcy. 

194S Amendment. Subsec. (c) amend- 
ed by Act Oct, 21, 1942, which inserted 
‘‘savings and loan associations, coopera- 
tive banks, and homestead associations.*’ 

Sub sec. (e) amended by Act Oct. 21, 
1942, which incorporated therein subject 
matter formerly contained in subsec. (f). 

Subsec. (f) added by Act Oct. 21, 1942. 
Former subsec. (f) was made part of 
Bubsec. (e) by same act. 

Subsec. (g) added by Act Oct. 21, 1942, 
Former subsec. (g) *was redesignated (h). 

Subsec. (h), formerly (g), was redesig- 
nated (h) by Act Oct. 21, 1942. 

Effective Bate of 1942 Amendment. 
Amendments of subsecs, (c) and (e-g) by 
Act Oct. 21, 1942, were made effective by 
section 506(h) (3)-(5) thereof, as follows: 

“(3) The amendment of section 1808 
<c) made by subsection (c) of this sec- 
tion shall be applicable to stocks and 
bonds issued or transferred after the 
date of the enactment of this Aet [Oct. 
21, 1942, 4:30 p. m., B. W. T.]. 

“(4) The amendment of section 1808 
(e) and (f) made by subsection (d) of 


this section shall be applicable to the Is- 
suance, transfer, or exchange of securi- 
ties, or the making, delivery, or filing 
of conveyances, after December 31, 1941, 
in the ease of the amendment of section 
1808(e), and after the date of the enact- 
ment of this Act [Oct. 21, 1942, 4:30 p. 
m., B. W. T.], in the case of the amend- 
ment of section 1808(f). Section 267 of 
the National Bankruptcy Act (U. S. C., 
Title 11, section 667) and any other pro- 
vision of Federal law insofar as it con- 
fers exemption from stamp tax with re- 
spect to the issuance, transfer, or ex- 
change of securities, or the making, deliv- 
ery, or filing of conveyances, after five 
years from the date of confirmation or 
approval of the plan of reorganization 
or adjustment, shall be inapplicable to 
the issuance, transfer, or exchange of 
securities, or the making, delivery, or 
filing of conveyances, after the date of the 
enactment of this Act [Oct. 21, 1942, 4:30 
p, m., B. W. T.j. 

“(5) (A) Section 1806(f) added by sub- 
section (e) of this section shall be ap- 
plicable to the issuance, transfer, or ex- 
change of securities, or the making or 
delivery of conveyances, after the date 
of the enactment of this Act COct. 21, 
1942, 4.30 p. m., B. W. T.]. 

“(B) Section 1808(g) as added by sub- 
section (e) of this section shall be ap- 
plicable to shares and certificates issued 
after the date of the enactment of this 
Act [Oct. 21, 1942, 4:30 p. m.. B. W. T.J.’* 

Transfer of Functions. All executive 
and administrative functions of the Se- 
curities and Exchange Commission were, 
with certain exceptions, transferred to 
the Chairman of such Commission, with 
authority vested in him to authorize their 
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performance by any officer, employee, or 
administratiTe unit under Wg jurisdic- 
tion, by 1950 Eeorg- Plan No. 10, §§ 1, 2, 
eff. May 24, 1950, 15 F.E. 3175, 64 Stat 
1280, set out in note under section 78d 
of Title 15, Commerce and Trade. 

Prior I*aws. E.S. § 3420 exempted 
from the stamp tax blank checks, drafts, 
and orders issued by officers of the Unit- 
ed States Government, or officers of 
States or municipalities. 

E.S. § 3436 exempted from stamp tax 
medicines, compounded according to the 
United States or other national pharma- 
cop-CBia. 


Medicines prepared according to any 
standard dispensatory or pharmacopoeia 
in common use by physicians were also 
exempted from the tax by Act Feb. 8, 
1875, c. 36, § 22, 18 Stat. 312. 

The schedule of medicmal prepara- 
tions, perfumeries, cosmetics, etc., desig- 
nated as Schedule A, followed E.S. § 
3437. 

Text of Amendatory Eevenne Acta. 
Complete original text of Eevenue Acts 
amending this section, 1939 to date, 
see volumes “Title 26 — ^Internal Eevenue 
Acts”. 


§ 1809. Payment of tax 

(a) By whom paid. The tax imposed by this chapter shall he paid by 
any person who makes, signs, issues, sells, removes, consigns, or ships 
any of the documents, instruments, matters, and things mentioned and 
described in sections 1801 to 1807, inclusive, or for whose use or benefit 
the same are made, signed, issued, sold, removed, consigned, or shipped. 
The United States or any agency or instrumentality thereof shall not be 
liable for the tax with respect to an instrument to which it is a party, 
and afdxing of stamps thereby shall not be deemed payment for the tax, 
which may be collected by assessment from any other party liable therefor. 

(b) Method of payment 

(1) Stamps. The Commissioner shall cause to be prepared and dis- 
tributed for the payment of the taxes prescribed in this chapter suitable 
stamps denoting the tax on the documents, articles, or things to which the 
same may be afi^xed. 

(2) Assessment. All internal revenue laws relating to the assessment 
and collection of taxes shall be extended to and made a part of this chap- 
ter, so far as applicable, for the purpose of collecting stamp taxes omitted 
through mistake or fraud from any instrument, document, paper, writing, 
parcel, package, or article named herein. 

(S) Cross reference 

For general provisions relating to assessment and collection, see part II of sub- 
chapter A of chapter 28, and chapters 34, 35, and 36. 

63 Stat. 200, amended Oct. 21, 1942, 4:30 p. m., E. W. T., c. 619, Title V, 
§ 606(f), 56 Stat. 960* 


Historical Note 


1942 Amendment. Subsec. (a), last 
sentence, added by Act Oct. 21, 1942, 

Effective Bate of 1942 Axnendment. 
Amendment of subsec. (a) by Act Oct. 21, 
1942, was made applicable to instru- 
ments to which the U. S. or any agency 
or instrumentality thereof becomes a 
party after Oct. 21, 1942, 4:30 p. m., H. 
W. T., by section 506(h) (6) thereof. 


Prior Xaws. E.S 5 3437, authorized 
an assessment of unpaid taxes payable 
by stamps. 

Text of Amendatory Eevenue Acts. 
Complete original text of Eevenue Acts 
amending this section, 1939 to date, 
see volumes “Title 26— Internal Eevenue 
Acts”. 


SUBCHAPTER B.— STAMPS 


§ 1815. Afidxing 

The Commissioner shall prescribe such method for the affixing of the 
stamps prescribed in section 1809 (b) (1) in substitution for, or in addi- 
tibn to the method provided in this chapter, as he may deem expedient. 
‘53 Stat. 200. 
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§ 1816. Cancellation 

(a) General rule. Whenever an adhesive stamp Is used for denoting 
any tax imposed by this chapter, except as hereinafter provided, the per- 
son using or affixing the same shall write or stamp or cause to be written 
or stamped thereupon the initials of his or its name and the date upon 
which the same is attached or used, so that the same may not again be 
used: Provided, That the Commissioner may prescribe such other method 
for the cancellation of such stamps as he may deem expedient. 

(b) Gross reference 

For method of canceling stamps in the case of silver sales and transfers, see section 

1S05. 

53 Stat. 201. 

Historical JTote 

Prior I.aws. R S. S 3423, prescribed R.S. § 3424, authorized the Commis- 
the manner of canceling the stamps de- sioner of Internal Revenue to prescribe 
noting the tax imposed by this chapter. methods of canceling such stamps, either 

as a substitute for, or in addition to, the 
method prescribed in this chapter. 


§ 1817. Supply 

(a) Post Office. The Commissioner shall furnish to the Postmaster 
General without prepayment a suitable quantity of adhesive stamps to be 
distributed to and kept on sale by the various postmasters in the United 
States in all post-offices of the first and second classes and such post offices 
of the third and fourth classes as are located in county seats. The Post- 
master General may require each such postmaster to give additional or 
increased bond as postmaster for the value of the stamps so furnished, 
and each such postmaster shall deposit the receipts from the sale of such 
stamps to the credit of and render accounts to the Postmaster General at 
such times and in such form as he may by regulations prescribe. The 
Postmaster General shall at least once monthly transfer all collections 
from this source to the Treasury as internal-revenue collections. 

(b) Designated depositary of the United States. Each collector shall 
furnish, without prepayment, to any designated depositary of the United 
States, located in the district of such collector, a suitable quantity of ad- 
hesive stamps to be kept on sale by such designated depositary. 

(c) State agents. Each collector shall furnish, without prepayment, to 
any person who is (1) located in the district of such collector, (2) duly 
appointed and acting as agent of any State for the sale of stock transfer 
stamps of such State, and (3) designated by the Commissioner for the 
purpose, a suitable quantity of such adhesive stamps as are required by 
section 1802, to be kept on sale by such person. 53 Stat. 201. 


Historical Note 


Prior X^aws. R S. 5 3425, authorized 
the Commissioner to sell adhesive stamps 
or stamped paper to collectors and dep- 
uties, and to postmasters, stationers, and 
others. 

R S. § 3427, authorized the Commis- 
sioner to supply collectors, assistant 


treasurers of the United States, designat- 
ed depositories, and postmasters with 
adhesive stamps without prepayment 
therefor. 

R.S. § 3428, authorized the Commis- 
sioner to make regulations as to the dis- 
posal and safe-keeping of adhesive stamps 
and stamped paper. 


§ 1818. Methods of safeguarding 

(a) Bond. In cases coming within the provisions of subsections (b) 
and (c) of section 1817 the collector may require a bond, with sufficient 
sureties, in a sum to be fixed by the Commissioner, conditioned for the 
faithful return, whenever so required, of all quantities or amounts undis- 
posed of, and for the payment monthly of all quantities or amounts sold 
or not remaining on hand. 
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(b) Regulatioiis. The Secretary may from time to time make such 
regulations as he may find necessary to insure the safe-keeping or pre- 
vent the illegal use of all the adhesive stamps referred to in section 1817 
(b) and <,c). 53 Stat. 201. 

§ 1819. Cross reference 

For general provisions relating to stamps, see part I of snbcliapter A of chapter 

28 

63 Stat. 201. 


SUBCHAPTEB C. — PENALTIES AND FORFEITURES 

§ 1830. Underpayment of tax 

Whoever — 

(a) Instruments. Makes, signs, issues, or accepts, or causes to be 
made, signed, issued, or accepted, any instrument, document, or paper 
of any kind or description whatsoever without the full amount of tax 
thereon being duly paid; or 

(b) Merchandise. Manufactures or imports and sells, or offers for 
sale, or causes to be manufactured or imported and sold, or offered for 
sale, any playing cards, package, or other article without the full amount 
of tax being duly paid; 

is guilty of a misdemeanor and upon conviction thereof shall pay a fine 
of not more than $100 for each offense. 63 Stat. 201. 


Historical Kote 


Prior Laws. Act June 13, 1898, c. 448, 
S 13, 30 Stat. 454, as amended by Act 
March 2, 1901, c. 806, § 7, 31 Stat. 941, 
penalized any person registering, issuing, 
etc., any instrument, document, etc., with- 
out the same being duly stamped, etc., 
and made provision for the subsequent 
affixing of the stamp. 

R S. § 3430 imposed a penalty on a 
person selling or removing for sale 
drugs, medicinal preparations, perfum- 
ery, cosmetics, etc., matches, and playing 
cards, without affixing the required 


stamp. It was amended by Act March 
1, 1879, c. 125, § 19, 20 Stat. 351. 

R S. § 3431, imposed a penalty on a 
manufacturer of drugs, medicinal prepa- 
rations, perfumery, cosmetics, etc., 
matches, and playing cards, removing 
stamps affixed on such articles. 

R.S. § 3432, imposed a penalty on man- 
ufacturers selling drugs, medicinal prep- 
arations, perfumery, cosmetics, etc , 
matches and playing cards, without af- 
fixing the required stamp. 


§ 1821. Nonpayment or evasion of tax 
(a) In general 

(1) Any person required under this chapter to pay any tax, or required 
by law or regulations made under authority thereof to make a return, 
keep any records, or supply any information, for the purposes of the 
computation, assessment, or collection of any tax imposed by this chap- 
ter, who willfully fails to pay such tax, make such return, keep such 
records, or supply such information, at the time or times required by 
law or regulations, shall, in addition to other penalties provided by law, 
be guilty of a misdemeanor and, upon conviction thereof, be fined not 
more than $10,000, or imprisoned for not more than one year, or both, 
together with the costs of prosecution. 

(2) Any person required under this chapter to collect, account for 
and pay over any tax imposed by this chapter, who willfully fails to col- 
lect or truthfully account for and pay over such tax, and any person 
who willfully attempts in any manner to evade or defeat any tax imposed 
by this chapter or the payment thereof, shall, in addition to other penal- 
ties provided by law, be guilty of a felony and, upon conviction thereof, 
be fined not more than $10,000, or imprisoned for not more than five 
years, or both, together with the costs of prosecution. 
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(3) Any person wlio willfully fails to pay, collect, or truthfully account 
for and pay over, any tax imposed by this chapter, or willfully attempts- 
in any manner to evade or defeat any such tax or the payment thereof, 
shall, in addition to other penalties provided by law, be liable to a pen- 
alty of the amount of the tax evaded, or not paid, collected or accounted 
for and paid over, to be assessed and collected in the same manner as 
taxes are assessed and collected. No penalty shall be assessed under this 
paragraph for any offense for which a penalty may be assessed under 
authority of section 3612. 

(4) The term “person’' as used in this subsection includes an officer 
or employee of a corporation or a member or employee of a partnership, 
who as such officer, employee, or member is under a duty to perform 
the act in respect of which the violation occurs. 

(b) In particular 

(1) Capital stock sales or transfers. Any person liable to pay the tax 
as provided in subsection (b) of section 1802, or anyone who acts in 
the matter as agent or broker for such person, who makes any such 
sale, or who in pursuance of any such sale delivers any certificate or 
evidence of the sale of any stock, share, interest or right, or bill or 
memorandum thereof, as required in that subsection, without having 
the proper stamps affixed thereto, with intent to evade the provisions 
of such subsection, shall be deemed guilty of a misdemeanor, and upon 
conviction thereof shall pay a fine of not exceeding $1,000, or be impris- 
oned not more than six months, or both. 

(2) Any person who, with intent to evade the tax provided in sub- 
section (b) of section 1802, falsely makes a certificate accompanying: 
any delivery or transfer shall he deemed guilty of a misdemeanor, and 
upon conviction thereof shall be fined not more than $1,000, or im- 
prisoned not more than six months, or both. 

(5) Insiirance policies. Any person to or for whom or In whose 
name any insurance policy or other instrument referred to in section 1804 
is issued, or any solicitor or broker acting for or on behalf of such per- 
son in the procurement of any such policy or other instrument, shall 
affix the proper stamps to such policy or other instrument, and for failure 
to affix such stamps with intent to evade the tax shall, in addition to other 
penalties provided therefor, pay a fine of double the amount of the tax. 

(4) Silver bullion sales or transfers. Any person liable for payment 
of tax under section 1805 (or anyone who acts in the matter as agent 
or broker for any such person) who is a party to any such transfer, or 
who in pursuance of any such transfer delivers any silver bullion or 
interest therein, without a memorandum stating truly and completely^ 
the information herein required, or who delivers any such memorandum 
without having the proper stamps affixed thereto, with Intent to evade- 
the provisions of section 1805, shall be deemed guilty of a misdemeanor, 
and upon conviction thereof shall pay a fine of not exceeding $1,000 or 
he imprisoned not more than six months, or both. 

(5) Playing cards 

For penalty imposed for failure of manufacturers of playing cards to register, see- 
subsection (c) of section 1831. 

63 Stat. 202. 

Historical Note 

Prior liaws. It.S. $ 3422 subjected the was amended by Act Peb. 18, 1875, c. 80,» 
party omitting to stamp an instrument 18 Stat 319, and by Act Peb. 27, 1877, c. 
required to be stamped to a penalty. It 69, 19 Stat 248. 

§ 1822, Use of imcaiiceled stamps 

Whoever makes use of any adhesive stamp to denote any tax Imposed 
by this chapter without cancelling or obliterating such stamp as pre- 
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scribed in section 1816, is guilty of a misdemeanor and upon conviction 
thereof shall pay a fine of not more than $100 for each offense. 53 Stat. 
203. 


§ 1828. Frauds relating to stamps 

Whoever — 

(a) Mutilation or removal. Fraudulently cuts, tears, or removes from 
any vellum, parchment, paper, instrument, writing, package, or article, 
upon which any tax is imposed by this chapter, any adhesive stamp or 
the impression of any stamp, die, plate, or other article provided, made, 
or used in pursuance of this chapter; 

(b) Use of mutilated, insufficient, and counterfeit stamps. Fraud- 
ulently uses, joins, fixes, or places to, with, or upon any vellum, parch- 
ment, paper, instrument, writing, package, or article, upon which any 
tax is imposed by this chapter, (1) any adhesive stamp, or the impres- 
sion of any stamp, die, plate, or other article, which has been cut, torn, 
or removed from any other vellum, parchment, paper, instrument, writ- 
ing, package, or article, upon which any tax is imposed by this chapter; 
or (2) any adhesive stamp or the impression of any stamp, die, plate, 
or other article of insufficient value; or (3) any forged or counterfeited 
stamp, or the impression of any forged or counterfeited stamp, die, plate, 
or other article; 

(c) Beuse of stamps 

(1) Preparation for reuse. Willfully removes, or alters the cancella- 
tion or defacing marks of, or otherwise prepares, any adhesive stamp, 
with intent to use, or cause the same to be used, after it has already 
been used; 

(2) Trafficking. Knowingly or willfully buys, sells, offers for sale, 
or gives away, any such washed or restored stamp to any person for 
use, or knowingly uses the same; or 

(3) Possession. Knowingly and without lawful excuse (the burden 
of proof of such excuse being on the accused) has in possession any 
washed, restored, or altered stamp, which has been removed from any 
vellum, parchment, paper, instrument, writing, package, or article; 
shall, upon conviction, be punished by a fine of not more than $1,000, 
or by imprisonment for not more than five years, or both, and any such 
reused, canceled, or counterfeit stamp and the vellum, parchment, docu- 
ment, paper, package, or article upon which it is placed or impressed 
shall be forfeited to the United States. 63 Stat. 203. 


SUBCHAPTER D.— SPECIAL PROVISIONS APPLICABLE TO 
PLAYING CARDS 

§ 1830. Exemption in case of exportation 

Playing cards may be removed from the place of manufacture for 
-export to a foreign country or for shipment to a possession of the United 
’States (or, until the date on which the President proclaims that hos- 
tilities in the present war have terminated, to a territory of the United 
States for the use of members of the military or naval forces of the Unit- 
ed States) without payment of tax, or affixing stamps thereto, under 
•such rules and regulations and the filing of such bonds as the Commis- 
eioner, with the approval of the Secretary, may prescribe. 53 Stat. 204, 
amended Feb. 26. 1944, 12:49 p. m., E. W. T., c. 63, Title V, § 608(a), 
m Btat. 73. 
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Historical T3‘ote 


1944 Amendment. Act Pel). 25, 1944, 
amended section by inserting “or fop 
sbipineat to • * * of tbe United 

States)”. 

Effeetive Date of 1944 Antendirien't. 
Amendment of section by Act Feb. 25, 
1944, was made effective as of Jan, 1, 
1942, by section 50S(b) thereof. 

glLipments for Armed Forces. The ex- 
emption granted by this section on ship- 
ments to United States territories for use 


of military or naval forces of United 
States expired on the termination of 
hostilities of World War II, proclaimed 
at 12 o’clock noon of December 31, 1946, 
by Proc No. 2714, 12 F.R. 1, set out a» 
note under section 601 of Appendix to- 
Title DO, War and National Defense. 

Text of Amendatory Bevenu© Acta. 
Complete original text of Eevenue Acts 
amending this section, 1939 to date, 
see volumes “Title 26 — ^Internal Eevenue 
Acts’h 


§ 18S1. MAnnfactiirers 

(a) Bejanitlon. Every person who offers or exposes for sale playing 
cards, whether the articles so offered or exposed are of foreign manu- 
facture and imported or are of domestic manufacture, shall be deemed 
the manufacturer thereof, and subject to all the duties, liabilities, and 
penalties imposed by law in regard to the sale of domestic articles with- 
out the use of the proper stamps denoting the tax paid thereon. 

(b) Registration. Every manufacturer of playing cards shall reg- 
ister with the collector of the district his name or style, place of resi- 
dence, trade, or business, and the place where such business is to be 
carried on. 

(c) Penalty for failnre to register. Every manufacturer of playing 
cards who fails to register as provided and required in subsection (b> 
shall be subject to a penalty of $50. 53 Stat. 204. 

§ 1832. Stamps 

(a) Supply. The stamps on playing cards shall be furnished to the 
collectors requiring them, and collectors shall, if there be any manu- 
facturers of playing cards within their respective districts, keep on hand 
at all times a supply equal in amount to two months^ sales thereof, and 
shall sell the same only to such manufacturers as have registered as 
required by law and to importers of playing cards, who are required 
to afidx the same to imported playing cards. 

(b) Collector’s account. Every collector shall keep an account of the 
number and denominate values of the stamps sold by him to each man- 
ufacturer and importer. 63 Stat. 204. 


SUBCHAPTER E.— MISCELLANEOUS PROVISIONS 

§ 1835. Records, statements, and returns 

Every person liable to any tax Imposed by this chapter or for the 
collection thereof, shall keep such records, render under oath such 
statements, make such returns, and comply with such rules and regula- 
tions as the Commissioner, w;ith the approval of the Secretary, may from 
time to time prescribe. 53 Stat. 204. 

§ 1836. Rules and regulations 

For authority of the Commissioner, with the approval of the Secretary, to prescribe 
and publish all needful rules and regulations for the enforcement of this chapter, see 
section S791. 

53 Stat. 204. 
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§ 1SS7. Otlier laws applicable 

All administrative, special, or stamp provisions of law, including the 
law relating to the assessment of taxes, so far as applicable, shall be 
extended to and made a part of this chapter. 53 Stat. 204. 

§ 183S. Cross references 

For general provisions relating to stamps, information and returns, assessment, 
^collection, and refund, see cliapters 2S and 34 to 37, inclusive. 

S3 Stat. 204. 


CHAPTER 12.— SAFE DEPOSIT BOXES 


Sec. 

1850. Tax. 

1851. Collection of tax by lessor. 

1852. Returns. 

1853. Payment of tax. 

1854. Refunds and credits. 

1855. Regulations. 

1856. Applicability of administrative provisions. 

1857. Definition of safe deposit box. 

1858. Publicity of returns. 

1869. Effective date of chapter. 

§ 1850. Tax 

(a) Bate, There shall be imposed a tax equivalent to 10 per centum 
of the amount collected for the use of any safe deposit box. 

(b) By whom paid. The tax imposed by subsection (a) shall be 
paid by the person paying for the use of the safe deposit box. 63 Stat. 
205, amended Sept. 20, 1941, 12:15 p. m., E. S. T., c. 412, Title V, § 532, 
55 Stat. 708; Mar. 31, 1954, c. 126, Title V, § 601, 68 Stat. 42. 


Historical Note 


1 & 54 : Amandment. Sub sec. (a) amended 
by Act Mar. 31, 1954, wbicbL substituted 
^‘10 per centum” for "‘20 per centum”. 

1941 Amendment. Subsec. (a) amend- 
ed by Act Sept. 20, 1941, which substi- 
tuted “20 per centum” for “10 per cent- 
um.” 

Effective Date of 1954 Amendment. Ef- 
fective date of amendment of snbsec. (a) 
of this section by Act Mar. 31, 1954, as 
April 1, 1954, see note under section 1651 
of I.R.ai939. 


Effective Date of 1941 Amendment. 
Act Sept. 20, 1943, was made effective on, 
and applicable only with respect to the 
period beginning with, Oct. 1, 1941, by 
section 636 thereof. 

Text of Amendatory Kevenne Acts. 
Complete original text of Revenue Acts 
amending this section, 1939 to date, 
see volumes “Title 26— Internal Revenue 
Acts”. 

legislative History i For legislative 
history and purpose of Act Mar. 31, 1954, 
see 1954 U.S.Code Cong, and Adm.News, 
p. 2055. 


§ 1851. Collection ol tax by lessor 

(a) Requirement. Every person making any collections specified In 
subsection (a) of section 1850 shall collect the amount of tax imposed 
by such subsection from the person paying for the use of the safe deposit 
box, 

(b) Cross reference 

For provision requiring the amount of tax so collected bo be held In a special fund 
In trust for the United States, see section 37^. 

^3 Stat. 205. 
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§ 1852. Ketums 

(a) Eequirement. Every person making any collections specified in 
subsection (a) of section 1850 sball on or before the last day of each 
month make a return, under oath, for the preceding month. Such re- 
turns shall contain such information and be made in such manner as 
the Commissioner, with the approval of the Secretary, may by regulations 
prescribe. 

(b) Place for filing. The return shall be made to the collector for 
the district in which is located the principal place of business of the per- 
son making any collections specified in subsection (a) of section 1850,. 
or, if he has no principal place of business in the United States, then 
to the collector at Baltimore, Maryland. 63 Stat. 205. 

§ 1853. Payment of tax 

(a) Time for payment. The tax imposed by section 1850 shall, with- 
out assessment by the Commissioner or notice from the collector, be due 
and payable to the collector at the time fixed for filing the return. 

(b) Place for payment. The tax shall be paid to the collector for the 
district in which is located the principal place of business of the person 
making any collections specified in subsection (a) of section 1850, or, 
if he has no principal place of business in the United States, then to 
the collector at Baltimore, Maryland. 

(c) Addition to the tax in case of delinquency. If the tax is not paid 
when due, there shall be added as part of the tax interest at the rate 
of 6 per centum per annum from the time the tax became due until 
paid. 53 Stat. 205. 

§ 1854. Befimds and credits 

(a) Allowance. Credit or refund of any overpa 3 anent of tax imposed 
by section 1850 may be allowed to the person who collected the tax 
and paid it to the United States if such person establishes, to the satis- 
faction of the Commissioner, under such regulations as the Commissioner 
with the approval of the Secretary may prescribe, that he has repaid the 
amount of such tax to the person from whom he collected it, or obtained 
the consent of such person to the allowance of such credit or refund. 

(b) Credit on monthly returns. Any person entitled to refund of tax 
under section 1850 paid, or collected and paid, to the United States by 
him may take credit therefor against taxes due upon any monthly return. 

(c) Adjustments for refunded payments. Any person making a refund 
of any payment on which tax under section 1850 has been collected, may 
repay therewith the amount of tax collected on such payment, and the 
amount of tax so repaid may be credited against the tax under any sub- 
sequent return. 53 Stat. 206. 

§ 1855. Regulations 

The Commissioner, with the approval of the Secretary, shall prescribe 
and publish all needful rules and regulations for the enforcement of this 
chapter. 53 Stat. 206. 

§ 1853. Applicability of administrative provisions 

All provisions of law (including penalties) applicable in respect of the 
taxes imposed by section 1700 shall, in so far as applicable and not in- 
consistent with this chapter, be applicable in respect of the tax imposed 
by section 1850. 63 Stat. 206. 


602 



CIRCULATION 


§1900 


§ 1857. Definition of safe deposit box 

For the purposes of this chapter any vault, safe, box, or other recepta- 
cle, of not more than 40 cubic feet capacity, used for the safe-keeping or 
storage of jewelry, plate, money, specie, bullion, stocks, bonds, securities, 
valuable papers of any kind, or other valuable personal property, shall be 
regarded as a safe deposit box. 53 Stat. 206. 

§ 1858. Publicity of returns 

For provisions with respect to publicity of returns under this chapter, see sub- 
section (a) (2) of section 55. 

53 Stat. 206. 

§ 1859. Effective date of chapter 

This chapter shall take effect on the first day of that calendar month 
occurring next after the enactment of this title. 53 Slat. 206. 


CHAPTER 13.— CIRCULATION OTHER THAN OF 
NATIONAL BANKS 


Sec. 

1900. Rate of tax. 

1901. Exemption from tax. 

1902. Returns and payment of tax. 

1903. Estimation of outstanding circulation in default of return. 

1904. Penalty for refusal or neglect to make return or payment. 

1905. Definition of bank or banker. 

1906. Application of chapter to national banks. 

1907. Effective date of chapter. 

§ 1900. Rate of tax 

(a) Average circulation outstanding. There shall be levied, collected, 
and paid — 

(1) Entire circulation. A tax of one-twelfth of 1 per centum each 
month upon the average amount of circulation issued by any bank, asso- 
ciation, corporation, company, or person, including as circulation all certi- 
fied checks and all notes and other obligations calculated or intended to 
circulate or to be used as money, but not including that in the vault of 
the bank, or redeemed and on deposit for said bank; and 

(2) Circulation exceeding ninety per centum of capital. An additional 
tax of one-sixth of 1 per centum each month upon the average amount of 
such circulation, issued as aforesaid, beyond the amount of 90 per centum 
of the capital of any such bank, association, corporation, company, or 
person. 

In the case of banks with branches, the tax herein provided shall be 
assessed upon the circulation of each branch severally, and the amount 
of capital of each branch shall be considered to be the amount allotted 
to it. 

(b) Circulation p^d out 

(1) Own circulation. Every person, firm, association other than na- 
tional bank associations, and every corporation. State bank, or State bank- 
ing association, shall pay a tax of 10 per centum on the amount of their 
own notes used for circulation and paid opit by them. 

(2) Other circulation. Every such person, firm, association, corpora- 
tion, State bank, or State banking association, and also every national 
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banking association, shall pay a like tax of 10 per centTim on the amount 
of notes of any person, firm, association other than a national banking 
association, or of any corporation, State bank, or State banking associa- 
tion, or of any town, city, or municipal corporation, used for circulation 
and paid out by them. 53 Stat. 207. 

§ 1901. Exemption from tax 

(a) Circulation reduced to not over five per centum of capital. When- 
ever the outstanding circulation of any bank, association, corporation, 
company, or person is reduced to an amount not exceeding 5 per centum of 
the chartered or declared capital existing at the time the same was issued, 
said circulation shall be free from taxation; and 

(b ) Circulation under redemption in whole. Whenever any bank which 
has ceased to issue notes for circulation deposits in the Treasury of the 
United States, in lawful money, the amount of its outstanding circulation, 
to be redeemed at par, under such regulations as the Secretary shall pre- 
scribe, it shall be exempt from any tax upon such circulation. 

(c) Circulation of insolvent banks 

For exemption In case of Insolvent banks, see section 3798. 

53 Stat. 207. 

§ 1002. Betums and payment of tax 

(a) Circulation outstanding 

(1) Time for making return. A true and complete return of the 
monthly amount of circulation as aforesaid for the previous six months 
shall be made and rendered in duplicate on the 1st day of December, and 
the 1st day of June, by each of such banks, associations, corporations, 
companies, or persons, with a declaration annexed thereto, under the oath 
of such person, or of the president or cashier of such bank, association, 
corporation, or company, in such form and manner as may be prescribed by 
the Commissioner, that the same contains a true and faithful statement of 
the amounts subject to tax, as aforesaid; and 

(2) To whom return made. One copy shall be transmitted to the col- 
lector of the district in which any such bank, association, corporation, or 
company is situated, or in which such person has his place of business, and 
one copy to the Commissioner. 

(S) Calculation and time for payment of tax. The taxes provided in 
section 1900(a) shall be paid semi-annua.lly, on the 1st day of January 
and the 1st day of July; but the same shall be calculated at the rate per 
month as prescribed by said section, so that the tax for six months shall 
not be less than the aggregate would be If such taxes were collected 
monthly. 

(4:) Betum and payment when State bank converted into national 
ba^ Whenever any State bank or banking association has been convert- 
ed into a national banking association, and such national hanking associa- 
tion has assumed the liabilities of such State bank or banking association, 
including tbe redemption of its bills, by any agreement or understanding 
whatever with the representatives of such State bank or banking associa- 
tion, such national banking association shall be held to make the required 
return and payment on the circulation outstanding, so long as such circu- 
lation shall exceed 5 per centum of the capital before such conversion of 
such State bank or banking association. 

(b) Circulation paid out. The amount of circulating notes referred to 
In section 1900(b), and of the tax due thereon, shall be returned, and the 
tax paid at the same time, and in the same manner, and with like penalties 
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for failure to return aud pay the same, as proTided by law for the return 
and payment of taxes on circulation imposed by subsection (a) of that 
section. 53 Stat. 208. 

§ 1903. Estimation of outstanding circulation in default of return 

In default of the returns provided in section 1902, the amount of cir- 
culation and notes of persons, town, city, and municipal corporations. 
State banks, and State banking associations paid out, as aforesaid, shall 
be estimated by the Commissioner, upon the best information he can ob- 
tain. 63 Stat. 208. 

§ 1904. Penalty for refusal or neglect to make return or payment 

For any refusal or neglect to make return and payment, any bank, as- 
sociation, corporation, company, or person in default as described in the 
preceding section, shall pay a penalty of ^200, besides the additional pen- 
alty and forfeitures provided in other cases. 63 Stat. 208. 

§ 1905. Definition of bank or banker 

Every incorporated or other hank, and every person, firm, or company 
having a place of business where credits are opened by the deposit or 
collection of money or currency, subject to be paid or remitted upon draft, 
check, or order, or where money is advanced or loaned on stocks, bonds, 
bullion, bills of exchange, or promissory notes, or where stocks, bonds, 
bullion, bills of exchange, or promissory notes are received for discount or 
for sale, shall be regarded as a bank or as a banker. 63 Stat. 209. 

§ 1906. Application of chapter to national banks 

The provisions of this chapter, relating to the tax on the circulation of 
banks, and to their returns, except as contained in sections 1900(b) (2), 
1901(a) and (b), 1902(a) (4), and such parts of sections 1902(a) (1) 
and (2) and (b), 1903, and 1904 as relate to the tax of 10 per centum 
on certain notes, shall not apply to associations which are taxed as national 
hanks. 53 Stat. 209. 

§ 1907. Effective date of chapter 

This chapter shall take effect on the first day of June or the first day- 
of December, whichever occurs first, next after the enactment of this title.. 
63 Stat. 209- 
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Sec. 

1920. Tax. 

1921. Exemption of spot cotton. 

1922. Exemption of basis grade contracts. 

1923. Exemption of tendered grade contracts. 

1924. Exemption of specific grade contracts. 

1925. Form and validity of contracts. 

1926. Cotton standards. 

1927. Bona fide spot markets. 

1928. Collection and enforcement. 

1929. Penalties. 

1930. Immunity of witnesses. 

1931. Definitions. 

1832. Liability of principal for acts of agent. 

1933. Reports of Secretary of Agriculture. 

1934. Otber laws applicable. 

1935. Operation of State laws. 

§ lOSO. Tax 

(a) Rate. Upon each contract of sale of any cotton for future delivery 
rmade at, on, or in any exchange, board of trade, or similar institution or 
place of business, there shall be levied a tax in the nature of an excise of 
2 cents for each pound of the cotton involved in any such contract. 

(b) By whom paid. The tax imposed by subsection (a) shall be paid 
by the seller of the cotton involved in the contract of sale. 

(c) How paid. The tax imposed by subsection (a) shall be paid by 
means of stamps which shall be aflGLxed to such contracts, or to the memo- 
randa evidencing the same, and canceled in compliance with rules and 
regulations which shall be prescribed by the Secretary of the Treasury. 

( d ) Cross reference 

For antbonty of the Secretary of the Treasury to promulgate rules and regulations 
'for the collection of the tax, see section 1928(a). 

53 Stat 210. 

§ 1921. Exemption of spot cotton 

This chapter shall not be construed to impose a tax on any sale of spot 
•cotton. 53 Stat. 210. 

§ 1922. Exemption of basis grade contracts 

(a) Conditions. No tax shall be levied under this chapter on any 
contract of sale mentioned in section 1920(a) if the contract comply with 
each of the following conditions: 

(1) Conformity with section 1925(a) and regulations. Conform to 
the requirements in section 1925(a) of, and the rules and regulations made 
pursuant to, this chapter. 

(2) Specification of grade, price, dates of sale and settlement. Specify 
the basis grade for the cotton involved in the contract, which shall be one 
of the grades for which standards are established by the Secretary of Agri- 
culture, except grades prohibited from being delivered on a contract made 
under this section by the fifth paragraph of this subsection, the price per 
.pound at which the cotton of such basis grade is contracted to be bought 
or sold, the date when the purchase or sale was made, and the month or 
months in which the contract is to be fulfilled or settled: Provided, That 
middling shall be deemed the basis grade incorporated into the contract 
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if no other basis grade be specified either in the contract or in the memcH 
randum evidencing the same. 

(S) Provision for delivery of standard grades only. Provide that the 
cotton dealt with therein or delivered thereunder shall be of or within 
the grades for which standards are established by the Secretary of Agri- 
culture except grades prohibited from being delivered on a contract made- 
under this section by the fifth paragraph of this subsection and no other 
grade or grades. 

(4) Provision for settlement on basis of actual commercial differences.. 
Provide that in case cotton of grade other than the basis grade be tendered 
or delivered in settlement of such contract, the differences above or below 
the contract price which the receiver shall pay for such grades other than 
the basis grade shall be the actual commercial differences, determined as 
hereinafter provided. 

(5) Prohibition of delivery of inferior cotton. Provide that cotton 
that, because of the presence of extraneous matter of any character, or 
irregularities or defects, is reduced In value below that of low middling, 
or cotton that Is below the grade of low middling, or, if tinged, cotton 
that is below the grade of strict middling, or, if yellow stained, cotton 
that is below the grade of good middling, the grades mentioned being of 
the official cotton standards of the United States, or cotton that is less* 
than seven-eighths of an inch In length of staple, or cotton of perished 
staple, or of immature staple, or cotton that is '‘gin cuP’ or reginned, or 
cotton that is “repacked" or “false packed" or “mixed packed" or “water 
packed," shall not be delivered on, under, or in settlement of such contract. 

(6) Provisions for tender In full, notice of delivery date, and certificate- 
of grade. Provide that all tenders of cotton under such contract shall be 
the full number of bales involved therein, except that such variations of 
the number of bales may be permitted as is necessary to bring the total 
weight of the cotton tendered within the provisions of the contract as to- 
weight; that, on the fifth business day prior to delivery, the person mak- 
ing the tender shall give to the person receiving the same written notice 
of the date of delivery, and that, on or prior to the date so fixed for de- 
livery, and in advance of final settlement of the contract, the person mak- 
ing the tender shall furnish to the person receiving the same a written, 
notice or certificate stating the grade of each individual bale to be delivered* 
and, by means of marks or numbers, identifying each bale with its grade. 

(7) Provision for tender and settlement in accordance with govern- 
ment classification. Provide that all tenders of cotton and settlements, 
therefor under such contract shall be in accordance with the classification, 
thereof made under the regulations of the Secretary of Agriculture by 
such officer or officers of the Government as shall be designated for the 
purpose, and the costs of such classification shall be fixed, assessed, collect- 
ed, and paid as provided in such regulations. All moneys collected as* 
such costs may be used as a revolving fund for carrying out the purposes, 
of this paragraph. The Secretary of Agriculture is authorized to prescribe 
regulations for carrying out the purposes of this paragraph, and the cer- 
tificates of the officers of the Govemmept as to the classification of any 
cotton for the purposes of this paragraph shall be accepted in the courts* 
of the United States in all suits between the parties to such contract, or* 
their privies, as prima facie evidence of the true classification of the cotton* 
involved. 

(h) Incorporation of conditions In contracts. The provisions of the- 
third, fourth, fifth, sixth, and seventh paragraphs of subsection (a) shall 
be deemed fully Incorporated Into any such contract if there be written* 
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or printed thereon, or on the memoranda eyidencing the same, at or prior 
to the time the same is signed, the phrase “subject to Internal Kerenue 
Code, section 1922.“ 

(c) Delivery allowances. For the purposes of this section the differ- 
ences above or below the contract price which the receiver shall pay for 
cotton of grades above or below the basis grade in the settlement of a con- 
tract of sale for the future delivery of cotton shall be determined by the 
actual commercial differences in value thereof upon the sixth business 
day prior to the day fixed, in accordance with the sixth paragraph of sub- 
section (a), for the delivery of cotton on the contract, established by the 
sale of spot cotton in the spot markets of not less than five places desig- 
nated for the purpose from time to time by the Secretary of Agriculture, 
as such values were established by the sales of spot cotton, in such desig- 
nated five or more markets: Provided.^ That for the purpose of this sub- 
section such values in the said spot markets be based upon the standards 
for grades of cotton established by the Secretary of Agriculture: And 
provided further, That whenever the value of one grade is to be determined 
from the sale or sales of spot cotton of another grade or grades, such 
value shall be fixed in accordance with rules and regulations which shall 
be prescribed for the purpose by the Secretary of Agriculture. 63 Stat. 
210 . 

§ 1923. Exemption of tendered grade contracts 

(a) Conditions. No tax shall be levied under this chapter on any con- 
tract of sale mentioned in section 1920 (a) if the contract — 

(1) Compliance with section 1922. Comply with all the terms and 
conditions of section 1922 not inconsistent with this section; and 

(2) Provision for contingent specific performance. Provide that, in 
case of cotton of grade or grades other than the basis grade specified in 
the contract shall be tendered in performance of the contract, the parties 
to such contract may agree, at the time of the tender, as to the price of 
the grade or grades so tendered, and that if they shall not then agree as 
to such price, then, and in that event, the buyer of said contract shall have 
the right to demand the specific fulfillment of such contract by the actual 
delivery of cotton of the basis grade named therein and at the price speci- 
fied for such basis grade in said contract. 

(b) Incorporation of conditions in contract. Contracts made In com- 
pliance with this section shall be known as “Section 1923 Contracts.§ ** The 
provisions of this section shall be deemed fully incorporated into any such 
contract if there be written or printed thereon, or on the memorandum 
evidencing the same, at or prior to the time the same Is signed, the phrase 
“Subject to Internal Revenue Code, section 1923.** 

(c) Application of section. Nothing in this section shall be so con- 
strued as to relieve from the tax levied by section 1920(a) of this chapter 
any contract in which, or in the settlement of or in respect to which, any 
device or arrangement whatever is resorted to, or any agreement is made, 
for the determination or adjustment of the price of the grade or grades 
tendered other than the basis grade specified in the contract by any “fixed 
difference** system, or by arbitration, or by any other method not provided 
for by this chapter, 53 Stat. 212. 

§ 1924. Exemption of specific grade contracts 

(a) Conditions. No tax shall be levied under this chapter on any con- 
tract of sale mentioned in section 1920(a) if the contract comply "with 
each of the following conditions: 


608 



COTTON FUTURES § 1926 

(1) Confoimity witli rules and r^rnlatioiis. Conform to tlie rules and 
regulations made pursuant to tins chapter. 

(2) Specification of grade, price, dates of sale and delivery. Specify 
the grade, type, sample, or description of the cotton involved in the con- 
tract, the price per pound at which such cotton is contracted to be bought 
or sold, the date of the purchase or sale, and the time when shipment or 
delivery of such cotton is to be made. 

(3) Prohibition of delivery of other than specified grade. Provide 
that cotton of or within the grade or of the type, or according to the 
sample or description specified in the contract shall be delivered there- 
under, and that no cotton which does not conform to the type, sample, or 
description, or which is not of or within the grade specified in the contract 
shall be tendered or delivered thereunder. 

(4) Provision for specific performance. Provide that the delivery of 
cotton under the contract shall not be effected by means of “set-off"' or 
“ring" settlement, but only by the actual transfer of the specified cotton 
mentioned In the contract. 

(b) Incorporation of conditions in contract. The provisions of the 
first, third, and fourth paragraphs of subsection (a) shall be deemed fully 
incorporated into any such contract If there be written or printed there- 
on, or on the document or memorandum evidencing the same, at or prior 
to the time the same is entered into, the words “subject to Internal Rev- 
enue Code, section 1924." 

(c) Application of section. This section shall not be construed to ap- 
ply to any contract of sale made in compliance with section 1922 or sec- 
tion 1923. 62 Stat. 212. 

§ 1925. Form and validity of contracts 

(a) Form. Each contract of sale of cotton for future delivery men- 
tioned in section 1920(a) of this chapter shall be in writing plainly 
stating, or evidenced by written memorandum showing, the terms of such 
contract, including the quantity of the cotton Involved and the names and 
addresses of the seller and buyer in such contract, and shall be signed by 
the party to be charged, or by his agent in his behalf. If the contract or 
memorandum specify in bales the quantity of the cotton involved, without 
giving the weight, each bale shall, for the purposes of this chapter, be 
deemed to weigh five hundred pounds. 

(b) Validity. No contract of sale of cotton for future delivery men- 
tioned in section 1920(a) of this chapter, which does not conform to the 
requirements of subsection (a) and has not the necessary stamps affixed 
thereto as required by section 1920(c) shall be enforceable in any court 
of the United States by, or on behalf of, any party to such contract or his 
privies. 63 Stat. 213. 

§ 1926, Cotton standards 

(a) Source and description. Subject to the provisions of section 6 of 
the Act of March 4, 1923, 42 Stat. 1518 (U.S.C., Title 7, § 56), the Sec- 
retary of Agriculture Is authorized, from time to time, to establish and 
promulgate standards of cotton by which its quality or value may be 
judged or determined, including its grade, length of staple, strength of 
staple, color, and such other qualities, properties, and conditions as may 
be standardized in practical form, which, for the purposes of this chapter 
shall be known as the “Official cotton standards of the United States": 
Promded., That any standard of any cotton established and promulgated 
under this chapter by the Secretary of Agriculture shall not b© changed 
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or replaced witMn a period less tlian one year from and after the date of 
the promulgation thereof by the Secretary of Agriculture: Promded 
further, That no change or replacement of any standard of any cotton es- 
tablished and promulgated under this chapter by the Secretary of Ag- 
riculture shall become effective until after one year's public notice thereof, 
which notice shall specify the date when same is to become effective. 

(b) Practical forms 

(1) Preparatioii, certification, and distribution. The Secretary of Ag- 
riculture is authorized and directed to prepare practical forms of the 
official cotton standards which shall be established by him, and to furnish 
such practical forms from time to time, upon request, to any person, the 
cost thereof, as determined by the Secretary of Agriculture, to be paid by 
the person requesting the same, and to certify such practical forms under 
the seal of the Department of Agriculture and under the signature of the 
said Secretary, thereto affixed by himself or by some official or employee 
of the Department of Agriculture thereunto duly authorized by the said 
Secretary. 

(3) Disposition of receipts from sales. All sums collected by the Sec- 
retary of Agriculture for furnishing practical forms under paragraph (1) 
shall be deposited and covered into the Treasury as miscellaneous receipts. 
53 Stat. 213. 

§ 1927. Bona fide spot markets 

(a) Definition. For the purposes of this chapter the only markets 
which shall be considered bona fide spot markets shall be those which the 
Secretary of Agriculture shall, from time to time, after investigation, 
determine and designate to be such, and of which he shall give public 
notice. 

(b) Determination. In determining, pursuant to the provisions of this 
chapter, what markets are bona fide spot markets, the Secretary of Ag- 
riculture is directed to consider only markets in which spot cotton is sold 
in. such volume and under such conditions as customarily to reflect ac- 
curately the value of middling cotton and the differences between the 
prices or values of middling cotton and of other grades of cotton for which 
standards shall have been established by the Secretary of Agriculture: 
Provided, That if there be not sufficient places, in the markets of which 
are made bona fide sales of spot cotton of grades for which standards 
are established by the Secretary of Agriculture, to enable him to designate 
at least five spot markets in accordance with section 1922(c) of this 
chapter, he shall, from data as to spot sales collected by him, make rules 
and regulations for determining the actual commercial differences in 
the value of spot cotton of the grades established by him as reflected 
by bona fide sales of spot cotton, of the same or different grades, in the 
markets selected and designated by him, from time to time, for that pur- 
pose, and in that event, differences in value of cotton of various grades 
involved in contracts made pursuant to section 1922(a) and (b) shall be 
determined in compliance with such rules and regulations: Provided 
further, That it shall be the duty of any person engaged in the business 
of dealing in cotton, when requested by the Secretary of Agriculture or 
any agent acting under his instructions, to answer correctly to the best 
of Ms knowledge, under oath or otherwise, all questions touching his 
knowledge of the number of bales, the classification, the price or bona 
fide price offered, and other terms of purchase or sale, of any cotton in- 
volved in any transaction participated in by him, or to produce all books, 
letters, papers, or documents in his possession or under Ms control relat- 
ing to such matter. 53 Stat. 214. 
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§ 1928. Collection and enforcement 

(a) Rules and regulations. The Secretary of the Treasury is authorized 
to make and promulgate such rules and regulations as he may deem 
necessary to collect the tax imposed by this chapter and otherwise to en- 
force its provisions. 

(b) Records and returns. Further to effect the purpose of subsection 

(a), the Secretary shall reauire all persons coming within its provisions 
to keep such records and statements of account, and may require such 
persons to make such returns verified under oath or otherwise, as will 
fully and correctly disclose all transactions mentioned in section 1920(a) 
of this chapter, including the making, execution, settlement, and fulfill- 
ment thereof; he may require all persons who act in the capacity of a 
clearing house, clearing association, or similar institution for the purpose 
of clearing, settling, or adjusting transactions mentioned in section 1920 
(a) of this chapter to keep such records and to make such returns as will 
fully and correctly disclose all facts in their possession relating to such 
transactions; and 

(c) Employment of agents. He may appoint agents to conduct the in- 
spection necessary to collect said tax and otherwise to enforce this chap- 
ter and all rules and regulations made by him in pursuance hereof, and 
may fix the compensation of such agents. 63 Stat. 214. 

§ 1929. Penalties 

(a) In general 

(1) Nonpayment or evasion of tax. Any person liable to the payment 
of any tax imposed by this chapter who fails to pay, or evades, or attempts 
to evade the payment of such tax; and 

(2) Other violations. Any person who otherwise violates any provi- 
sion of this chapter, or any rule or regulation made in pursuance hereof, 
upon conviction thereof, shall be fined not less than $100 nor more than 
$20,000, in the discretion of the court; and, in case of natural persons, 
may, in addition, be punished by imprisonment for not less than sixty 
days nor more than three years, in the discretion of the court. 

(b) Additional. In addition to the foregoing punishment there shall 
be imposed, on account of each violation of this chapter, a penalty of 
$2,000, to be recovered in an action founded on this chapter in the name 
of the United States as plaintiff, and when so recovered one-half of said 
amount shall be paid over to the person giving the information upon which 
such recovery was based. It shall be the duty of United States attorneys, 
to whom satisfactory evidence of violations of this chapter is furnished, 
to institute and prosecute actions for the recovery of the penalties pre- 
scribed by this subsection. 

(c) Withlioldtng Information. Any person engaged In the business 
of dealing in cotton who shall, within a reasonable time prescribed by the 
Secretary of Agriculture or any agent acting under his instructions, will- 
fully fail or refuse to answer questions or to produce books, letters, papers, 
or documents, as required under section 1927(b), or who shall willfully 
give any answer that is false or misleading, shall be guilty of a misde- 
meanor, and upon conviction thereof shall be punished by a fine not exceed- 
ing $500. 63 Stat. 215. 

§ 1930. IJDtmiTiiiity of witnesses 

No person whose evidence is deemed material by the oflacer prosecuting 
on behalf of the United States in any case brought under any provision 
of this chapter shall withhold his testimony because of complicity by him 
in any violation of this chapter or of any regulation made pursuant to 
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tMs cliapter, hut any aucli person called by such officer who testifies in 
snch case shall be exempt from prosecution for any offense to which his 
testimony relates. 53 Stat. 215. 

§ 19B1. Definitions 

(a) Contract of sale. For the purposes of this chapter the term "con- 
tract of sale" shall be held to include sales, agreements of sale, and agree- 
ments to sell. 

(b) Person. The word "person” wherever used in this chapter, shall 
be construed to import the plural or singular, as the case demands, and 
shall include individuals, associations, partnerships, and corporations. 6 3 
Stat. 215. 

§ 19S2. liability of principal for acts of agent 

When construing and enforcing the provisions of this chapter, the act, 
omission, or failure of any official, agent, or other person acting for or 
employed by any association, partnership, or corporation within the scope 
of his employment or office, shall, in every case, also be deemed the act, 
omission, or failure of such association, partnership, or corporation as 
well as that of the person. 63 Stat. 216. 

§ 1933. Reports of Secretary of Agriculture 

The Secretary of Agriculture i« directed to publish from time to time 
the results of investigations made in pursuance of this chapter. 53 Stat. 
216. 


§ 1934. Other laws applicable 

The provisions of the internal revenue laws of the United States, so 
far as applicable, including section 3615 of this title, shall be extended, 
and made to apply, to this chapter. 53 Stat. 216. 

§ 1935. Operation of State laws 

The payment of any tax levied by this chapter shall not exempt any 
person from any penalty or punishment now or hereafter provided by 
the laws of any State for entering into contracts of sale of cotton for future 
delivery, nor shall the payment of any tax imposed by this chapter be 
held to prohibit any State or municipality from imposing a tax on the same 
transaction. 63 Stat. 216. 
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2173. Unlawful purchase, receipt, possession, or sale, penalties. 
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SUBCHAPTER A. — ^RATE AND PAYMENT OF TAX 

§ 2000. Rate of tax 

(a) Tobacco and snuff. Upon all tobacco and snuff manufactured in 
or imported into the United States, and sold by the manufacturer or im- 
porter, or removed for consumption or sale, there shall be levied, collected, 
and paid the following taxes: 

(1) Snuff. On snuff, manufactured of tobacco or any substitute for 
tobacco, ground, dry, damp, pickled, scented, or otherwise, of all descrip- 
tions, when prepared for use, a tax of 10 cents per pound. 

(2) Tobacco. On all chewing and smoking tobacco, fine-cut, cavendish, 
plug or twist, cut or granulated, of every description; on tobacco twisted 
by hand or reduced into a condition to be consumed, or in any manner 
other than the ordinary mode of drying and curing, prepared for sale or 
consumption, even if prepared without the use of any machine or instru- 
ment, and without being pressed or sweetened; and on all fine-cut shorts 
and refuse scraps, clippings, cuttings, and sweepings of tobacco, a tax 
of 10 cents per pound. 

The tax imposed by this subsection shall be in addition to any import 
duties imposed upon imported tobacco and snuff. 

(b) Snuff fionr. Snuff fiour, when sold, or removed for use or con- 
sumption, shall be taxed as snuff. 

(c) Cigars and cigarettes. Upon cigars and cigarettes manufactured 
in or imported into the United States, which are sold by the manufacturer 
or importer, or removed for cohsumption or sale, there shaM be levied, col- 
lected, and paid the following taxes: 
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(1) Cigars. On cigars of all descriptions made of tobacco, or any 
substitute therefor, and weighing not more than three pounds per thou- 
sand, 75 cents per thousand; 

On cigars made of tobacco, or any substitute therefor, and weighing 
more than three pounds per thousand, if manufactured or imported to 
retail at not more than 2% cents each, $2.50 per thousand; 

If manufactured or imported to retail at more than 2 % cents each 
and not more than 4 cents each, $3.00 per thousand; 

If manufactured or imported to retail at more than 4 cents each and 
not more than 6 cents each, $4.00 per thousand; 

If manufactured or imported to retail at more than 6 cents each and 
not more than 8 cents each, $7.00 per thousand; 

If manufactured or imported to retail at more than 8 cents each and 
not more than 15 cents each, $10.00 per thousand; 

If manufactured or imported to retail at more than 15 cents each and 
not more than 20 cents each, $15.00 per thousand; 

If manufactured or imported to retail at more than 20 cents each, 
$20.00 per thousand. 

Whenever in this subsection reference Is made to cigars manufactured 
or imported to retail at not over a certain price each, then in determining 
the tax to be paid regard shall be had to the ordinary retail price of a 
single cigar in its principal market. 

(2) Cigarettes 

On cigarettes made of tobacco, or any substitute therefor, and weighing 
not more than three pounds per thousand, $4 per thousand until April 1, 
1955, and $3.50 per thousand on and after April 1, 1955; 

Weighing more than three pounds per thousand, $8.40 per thousand; 
except that if more than 6% inches in length they shall be taxable at 
the rate provided in the preceding paragraph, counting each 2% inches 
(or fraction thereof) of the length of each as one cigarette. 

The tax imposed by this subsection shall be in addition to any import 
duties imposed upon imported cigars and cigarettes. 

(d) Cigarette paper. There shall be levied, collected, and paid upon 
cigarette paper made up into packages, books, sets, or tubes, made up 
in or imported into the United States and sold by the manufacturer or 
importer to any person (other than to a manufacturer of cigarettes for use 
by him in the manufacture of cigarettes) , the following taxes: 

On each package, book, or set containing more than twenty-five but 
not more than fifty papers, % cent; 

Containing more than fifty but not more than one hundred papers, 
1 cent; 

Containing more than one hundred papers, % cent for each fifty papers 
or fractional part thereof; and 

Upon tubes, 1 cent for each fifty tubes or fractional part thereof. 

(e) 1942 Floor stocks tax 

(1) Tax. Upon large cigars (weighing more than three pounds per 
thousand) and all cigarettes subject to tax under this section, which on 
the effective date of Title VI of the Revenue Act of 1942 are held by any 
person for sale, there shall be levied, assessed, collected, and paid a floor 
stocks tax at a rate equal to the increase in rate of tax made applicable 
to such articles by the Revenue Act of 1942. 

(2) Returns. Every person required by this subsection to pay any 
fioor stocks tax shall, on or before the end of the month next following the 
month In which Title VI of the Revenue Act of 1942 takes effect, under 
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such regulations as the Commissioner 'vrith the approval of the Secretary 
shall prescribe, make a return and pay such tax, except that in the case 
of such articles held by manufacturers and importers, the Commissioner 
may collect the tax with respect to all or part of such articles by means 
of stamps rather than return, and in such case may make an assessment 
against such manufacturer or importer having cigar and cigarette tax 
stamps on hand on the effective date of Title VI of the Revenue Act of 
1942, for the difference between the amount paid for such stamps and the 
increased rates imposed by the Revenue Act of 1942. 

(3) Ijaws applicable. All provisions of law, including penalties, ap- 
plicable in respect of the taxes imposed by section 2000, shall, insofar 
as applicable and not inconsistent with this subsection, be applicable with 
respect to the floor stocks tax imposed by this subsection. 

(f) 1951 Floor stocks tax 

(1) Tax. Upon cigarettes subject to tax under this section weighing 
not more than three pounds per thousand, which on the effective date of 
section 421 of the Revenue Act of 1951 are held by any person for sale, 
there shall be levied, assessed, collected, and paid a floor stocks tax at a 
rate equal to the increase in rate of tax made applicable to such cigarettes 
by the Revenue Act of 1951. 

(2) Returns. Every person required by this subsection to pay any 
floor stocks tax shall, on or before the end of the month next following 
the month in which section 421(a) of the Revenue Act of 1951 takes 
effect, under such regulations as the Secretary shall prescribe, make a 
return and pay such tax, except that in the case of such cigarettes held by 
manufacturers and importers, the Secretary may collect the tax with re- 
spect to such cigarettes by means of stamps rather than return, and in 
such case may make an assessment against such manufacturer or importer 
having cigarette tax stamps on hand on the effective date of such section 
for the difference between the amount paid for such stamps and the in- 
creased rate imposed by such section. 

(3) I/aws applicable. All provisions of law, including penalties, appli- 
cable In respect of the taxes imposed by section 2000, shall, insofar as 
applicable and not inconsistent with this subsection, be applicable with 
respect to the floor stocks tax imposed by this subsection. 

(g) Floor stocks refunds on cigarettes 

(1) In general. With respect to cigarettes, weighing not more than 
three pounds per thousand, upon which the tax imposed by subsection (c) 
(2), or upon which floor stocks tax imposed by subsection (f), has been 
paid, and which, on April 1, 1965, are held by any person and intended 
for sale, or are in transit from foreign countries or insular possessions 
of the United States to any person in the United States for sale, there shall 
be credited or refunded to such person (without interest), subject to such 
regulations as may be prescribed by the Secretary, an amount equal to the 
difference between the tax paid on such cigarettes and the tax made appli- 
cable to such articles on April 1^ 1955, if claim for such credit or refund is 
filed with the Secretary prior to July 1, 1955. 

(2) liixKiitatioiis on eligibility for credit or refund. No person shall 
be entitled to credit or refund under paragraph (1) unless (A) such 
person, for such period or periods both before and after April 1, 1955 
(but not extending beyond one year thereafter), as the Secretary shall by 
regulations prescribe, makes and keeps, and files with the Secretary such 
records of inventories, sales, and purchases as may be prescribeid In such 
regulations; and (B) such person establishes to the satisfaction of the 
Secretary, with respect to the cigarettes for which credit or refund is 
claimed by him under this section, that on and after April 1, 1955, and 
until the expiration of three months thereafter, the price at which ciga- 
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rettes of sucli class were sold (until a number eaual at least to the num- 
ber on hand on April 1, 1955> were sold) reflected, in such manner as the 
Secretary may by regulations prescribe, the amount of the tax reduction. 

(3) Penalty and adnainistrative procedures. All proyisions of law, 
including penalties, applicable in respect of internal revenue taxes on 
cigarettes shall, insofar as applicable and not inconsistent with this sub- 
section, be applicable in respect of the credits and refunds provided for in 
this subsection to the same extent as if such credits or refunds constituted 
credits or refunds of such taxes. 53 Stat. 219, amended Sept. 20, 1941, 
12:15 p. m., E. S. T., c. 412, Title Y, § 521(a) (8), 55 Stat. 707; Oct. 21, 
1942, 4:30 p. m., E. W. T., c. 619, Title VI, § 605(a-c), 56 Stat. 974; 
Oct. 20, 1951, 2:07 p. m., E. S, T., c. 521, Title IV, §§ 421(a), 422, 423 
(a), 65 Stat. 521; Mar. 31, 1954, c. 126, Title VI, § 601(a) (7), (b) (3), 
68 Stat. 45, 46. 

Historical Note 


Befereawses in Text. The effective date 
of Title VI of the Revenue Act of 1942, 
referred to in sub sec, (e) (1), (2), was 
the first day of the first month which 
began more than 10 days after Oct. 21, 
1942. 

The effective date of section 421 of the 
Revenue Act of 1951, referred to in sab- 
sec. (f) (1), (2), was Nov. 1, 1951. 

1S54: Amendment. Subsec. (c) (2) 

amended by Act Mar. 31, 1954, § 601(a) 
(7) which in first par. substituted “April 
1, 1955” for “April 1, 1954” in two places. 

Subsec. (g) (1) amended by Act Mar. 31, 
1954, § 601(b) (3), which substituted 

“April 1, 1955” for “April 1, 1954“ in two 
places, and substituted “July 1, 1955” 
for “July 1, 1954”. 

Subsec. (g) (2) amended by Act Mar. 
31, 1954, § 601(b) (3), which substi- 

tuted “April 1, 1955” for “Aprh 1, 1954” 
in three places. 

1061 AmmcLmcait. Subsec. (a) amend- 
ed by Act Oct. 20, 1951, § 423(a), to re- 
duce tax on tobacco and snuff from 18 
cents per pound to 10 cents per pound. 

Subsec. (c) (2) amended by Act Oct 
20, 1951, § 421(a), to insert “$4 per thou- 
sand until April 1, 1954, and $3.50 per 
thousand on and after April 1, 1954” in 
lieu of “$3.50 per thousand”. 

Subsecs, (f) and (g) added by Act Oct 
20, 1951, 5 422. 

1042 Amendment. Subsecs, (c) (1) and 
(2) amended and subsec. (e) added by 
Act Oct 21, 1942. 

1041 Amendment. Subsec. (c) (2) 

amended by Act Sept 20, 1941, which 
substituted “$3.25” and “$7.S0” for “$3” 
and “$7.20”, respectively. 

Effective Date of 1951 Amendment. 
Amendments of subsecs, (a) and (c) (2) 
made effective Nov. 1, 1951, by sections 
423(b) and 421(b), respectively, of Act 
Oct 20, 1951. 

Effective Date of 1942 Amendment. 
Act Oct. 21, 1942, was made effective on 
the first day of the first month which 
began more than ten days after Oct. 21, 
1942, 4:30 p. m., JSl.W.T., by section 601 
thereof. 


Effective Date of 1941 Amendment. 
The rates specified in Act Sept. 20, 
1941, were made effective on, and applica- 
ble only with respect to the period after 
the date of enactment of that Act* by 
section 521(b) thereof. 

Axticles in Eorelgn Trade Zones at 
Time of Tax Increase. Section 496 of 
Act Oct. 20, 1951 provided that: 

“(a) Imported articles. Upon all arti- 
cles specified in section 2000(c) (2), 2800 
(a), 3030(a), or 3150(a) of the Internal 
Revenue Code [sections 2000(c) (2), 2800 
(a), 3030(a), or 3150(a) of I.R.C.1939] on 
which the internal revenue taxes imposed 
by law have been determined, pursuant 
to section 3 of the Act of June 18, 1934, 
as amended (U.S.C.A., title 19, sec. 81c), 
prior to the effective date of the rates of 
tax imposed on such articles by this Act, 
and which on or after such effective date 
are brought from foreign trade zones in- 
to customs territory of the United States, 
there shall be levied, assessed, collected, 
and paid on such articles, in addition to 
the tax so determined, an additional tax 
at rates equal to the increases in rates 
of tax made applicable to such articles 
by this Act. The tax imposed by this 
subsection shall be collected, paid, and 
accounted for at the same time and in 
the same manner as tax on such article 
is collected, paid, and accounted for 
when brought from the foreign trade 
zone into the customs territory. 

“(b) Previously taxpaid articles. Up- 
on all taxpaid articles specified in section 
2000(c) (2), 2800(a), 3030(a]., or 3150(a) of 
the Internal Revenue Code [section 2000 
(c) (2), 2800(a), 3030(a), or 3150(a) of 
I.R.C 1939] which have been taken into 
foreign trade zones from the customs 
territory of the United States and plac- 
ed under the supervision of the collector 
of customs, pursuant to the second pro- 
viso of section 3 of the Act of June 18, 
1934, as amended (U.S C.A , title 19, sec. 
81c), prior to the effective date of the 
rates of tax imposed on such articles 
by this Act, and which on or after 
such effective date are (without loss of 
identity) returned from foreign trade 
zones to customs territory of the United 
States, there shall be levied, assessed, 
collected, and paid on such articles an 
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additional tax at rates equal to the in- 
creases in rates ot tax made applicable 
to such, articles by this Act. The tax 
imposed by this subsection on any arti- 
cle shall be collected, paid, and account- 
ed for at the same time and in the same 
manner as if such article had been tak- 
en into the foreign trade zone free of 
tax.’* 

For effective date of amendments to 
sections 2000(c) (2), 2800 (a), 3030(a) and 
3150(a) by Act Oct 20, 1951, referred to 
above, see note under this section, and 
note under section 1650 of I.R C.1939. 

Tax Befunds on Articles Brought in 
from Foreign Trade Zones after April 1, 
1955. Section 497 of Act Oct 20, 1951, as 
amended Mar. 31, 1954, c. 126, Title VI, S 
601(b) (5). 68 Stat, 46, provided that: 

“(a) Imported articles. With respect 
to any article specified in section 2000(c) 
(2), 2800 (a), 3030(a), or 3150(a) of the 
Internal Revenue Code [section 2000(c) 
(2), 2S00(a), 3030(a), or 3150(a) of I.R.C. 
1939] on which internal revenue tax at 
the applicable rate prescribed in such 
section has been determined pursuant to 
section 3 of the Act of June 18, 1934, as 
amended (U S.C.A., title 19, sec. 81c), 
prior to April 1, 1955, and which on or 
after such date is brought from a for- 
eign trade zone into customs territory of 
the United States and the tax so deter- 
mined thereon paid, there shall be cred- 
ited or refunded (^^ithout interest) to 
the taxpayer, subject to such regulations 
as may be prescribed by the Secretary, an 
amount equal to the difference between 
the tax so paid and the amount of tax 
made applicable to such articles on and 
after April 1, 1955, if claim for such cred- 
it or refund is filed with the Secretary 
within thirty days after payment of the 
tax. 

**(b) Previously taxpaid articles. With 
respect to any article specified in sec- 


tion 2000(c) (2), 2800(a). S030(a>, or 3150 
(a) of the Internal Revenue Code [sec- 
tion 2000(c) (2), 2800(a), 3030(a), or 3150 
(a) of I.R C.1939], upon which internal 
revenue tax (including floor stocks tax) 
at the applicable rate prescribed in such 
section has been paid, and which was 
taken into a foreign trade zone from the 
customs territory of the United States 
and placed under the supervision of the 
collector of customs, pursuant to the sec- 
ond proviso of section 3 of the Act of 
June 18, 1934, as amended (U.S.C.A., title 
19, sec- 81c), prior to April 1, 1955, and 
which on or after such date is (without 
loss of identity) returned from a foreign 
trade zone to customs territory of the 
United States, there shall be credited 
or refunded (without interest) to the per- 
son so returning such article, subject to 
such regulations as may be prescribed by 
the Secretary, an amount equal to the dif- 
ference between the tax so paid and the 
amount of tax made applicable to such 
articles on and after April 1, 1955, if 
claim for such credit or refund is filed 
with the Secretary within thirty days 
after the return of the article to customs 
territory.” 

Treaty Obligations. Section 615 of Act 
Oct. 20, 1951, provided that: “No amend- 
ment made by this Act [Act Oet. 20, 
1951] shall apply in any case where its 
application would be contrary to any 
treaty obligation of the United StatesJ^ 

Text of Amendatory Revenue Acts. 
Complete original text of Revenue Acte 
amending this section, 1939 to date, 
see volumes “Title 26 — Internal Revenue 
Acts”. 

Xegislatlve History: For legislative 
history and purpose of Act Mar 31, 1954, 
see 1954 U.S.Code Cong, and Adm. News, 
p. 2055 See, also, Act Oct. 20, 1951, 1951 
U.S.Code Cong.Service, p. 1781. 


§ 2001. Taxpayer 

(a) Manufacturer or importer. Tlie taxes imposed by section 2000 
shall be paid by the manufacturer or importer. 

(b) Manufactisrer on commission, shares, or contract 

(1) Tobacco and snuff. Whenever tobacco or snuff of any description 
is manufactured, in whole or in part, upon commission or shares, or the 
material from which any such articles are made, or are to be made, is 
furnished by one person and made and manufactured by another, or 
the material is furnished or sold by one person with an understanding or 
agreement with another that the manufactured article is to be received 
in payment therefor or for any part thereof, the stamps required by law 
shall be affixed by the actual maker or manufacturer before the article 
passes from the place of making or manufacturing. 

(2) Cigars and cigarettes. Whenever cigars or cigarettes of any de- 
scription are manufactured, in whole or in part, upon commission or 
shares, or the material is furnished by one party and manufactured by 
another, or the material is furnished or sold by one party with an under- 
standing or agreement with another that the cigars or cigarettes are to be 
received in pa 3 ntnent therefor, or for any part, thereof, the stamps required 
by law shall be affixed by the actual maker before the cigars or cigarettes 
are removed from the place of manufacturing. 53 Stat. 220. 
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§ 2002. PaymoiLt of tax 

(a) Stamp 

(1) Tobacco and snuff. The Commissioner shall cause to be prepared 
suitable and special stamps for the payment of the tax on tobacco and 
snuff, which shall indicate the weight and class of the article on which 
payment is to be made. 

(2) Snuff flour. Snuff flour, when sold or removed for use or consump- 
tion, shall be stamped in the same manner as snuff. 

(3) Cigars and cigarettes. The Commissioner shall cause to be pre- 
pared, for payment of the tax upon cigars and cigarettes, suitable stamps 
denoting the tax thereon. 

(b) Assessment 

(1) Tobacco, snuff, cigars, and cigarettes. Whenever any manufactur- 
er of tobacco, snuff, cigars, or cigarettes sells, or removes for sale or 
consumption, any tobacco, snuff, cigars, or cigarettes, upon which a tax is 
required to be paid by stamps, without the use of the proper stamps, it 
shall be the duty of the Commissioner, subject to the limitations prescribed 
in section 3312, upon satisfactory proof, to estimate the amount of tax 
which has been omitted to be paid, and to make an assessment therefor, 
and certify the same to the collector. The tax so assessed shall be in 
addition to the penalties imposed by law for such sale or removal: 
Provided, however. That no such assessment shall be made until and after 
notice to the manufacturer of the alleged sale and removal to show cause 
against said assessment; and the Commissioner shall, upon a full hearing 
of all the evidence, determine what assessment, if any, should be made. 

(2) Snuff flour 

l^op provision taxing smifE flour as snuff, see section 2000(b). 

(c) Other methods. Whether or not the method of collecting any tax 
imposed by section 2000 is specifically provided herein, any such tax may, 
under regulations prescribed by the Commissioner with the approval of 
the Secretary, be collected by stamp, coupon, serial-numbered ticket, or 
such other reasonable device or method as may be necessary or helpful in 
securing a complete and prompt collection of the tax. All administrative 
and penalty provisions of subchapters A, B, and C of chapter 11, in so far 
as applicable, shall apply to the collection of any tax which the Commis- 
sioner determines or prescribes shall be collected in such manner. 53 
Stat. 220. 

§ 2003. Cross references 

(a) Tax on leaf tobacco 

For tax on leaf tobacco unlawfully sold, removed, or shipped, see section 2060. 

(h) Exemption and drawback 

For exemption and drawback In case of exportation, see sections 2135 and 2136. 

53 Stat. 221. 

§ 2004. Defense tax for fllve years 

In lieu of the rates of tax specified in section 2000(c) (2), the rates of 
tax for the period after June 30, 1940, and before July 1, 1945, shall be 
$3.25 and $7.80, respectively. Added June 25, 1940, 11:46 a. m., E. S. T., 
c. 419, Title II, § 212, 64 Stat. 524. 

Historical Note 

Termiouation. vt Bates. Act Sept. 20, “[§ 521.] (b) The rates specified in 

1941, 12:16 p.m., B.S.T., c. 412, Title V, S| subsection (a) [of Act Sept. 20, 1941, | 

621(b), 636, 660(a), 65 Stat. 708, 710. 715, 621, affecting sections 1700, 1801, 1802, 

provided for the termination of the ap- 1804, 1806, 2000, 2700, 3150, 3250, 3407, 

pllcability of the rates specified in this 3411, 3412, 3413, 3460, 3481, and 3482 of 

section as follows: I.B.C.1939] shall be applicable only with 
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respect to the period after the date of 
the enactment of this Act, and the rates 
specified in section 1650(a), section 2004, 
and section 3190 of the Internal Revenue 
Code [1939] shall not apply with respect 
to such period.” 

"[§ 538.] The amendments made by 
this Part [Act Sept. 20, 1941, Title V, 

Part III, §§ 531-536, affecting sections 
1S07, 1850, 2800, 2887, 3030, 3192, and 3400 
of I.R C.1939] shall be applicable only 
with respect to the period beginning with 
October 1, 1941, and the rates specified in 
section lG50(a), section 1807 (b), section 
2004, section 2800 (g], and section 3100 
of the Internal Revenue Code [1939] shall 
not apply with respect to such period. 

§ 2005. Bloor stocks tax 

(a) Floor stoclcs tax. Upon cigarettes subject to tax under section 2000 
<c) (2) which on July 1, 1940, are held by any person for sale, there shall 
be levied, assessed, collected, and paid a floor stocks tax at a rate equal to 
the increase in rate of tax made applicable to such articles by section 2004. 

(b) Returns. Every person required by this section to pay any floor 
stocks tax shall, on or before August 1, 1940, under such regulations as 
the Commissioner with the approval of the Secretary shall prescribe, make 
a return and pay such tax, except that in the case of articles held by 
manufacturers and importers the Commissioner may collect the tax with 
respect to all or part of such articles by means of stamp rather than re- 
turn, and in such case may make an assessment against such manufactur- 
er or importer having tobacco tax stamps on hand July 1, 1940, for the 
difference between the amount paid for such stamps and the increased 
rates specified in section 2004. 

(c) Laws applicable. All provisions of law, including penalties, appli- 
cable in respect of the taxes imposed by section 2000 shall, insofar as 
applicable and not inconsistent with this section, be applicable with respect 
to the floor stocks tax imposed by subsection (a). Added June 25, 1940, 
11:45 a. m., E, S. T.. c. 419, Title II, § 212, 54 Stat. 624. 


This Fart shall take effect on October 1, 
194h” 

‘*C§ 550.3 (a) The amendments made by 
this Part [Act Sept. 20, 1941, Title Y, 
Part lY, §§ 541-550, affecting I.R.C 1039 
§§ 1700, 1701, 1710, 1712, 1715, 1716, 3403, 
3404, 3405, 3409, 3441, 3465, 3466; and Title 
16, Conservation, §§ 18, 407d] shall be 
applicable only with respect to the period 
beginning with the effective date of this 
Part, and the rates specified in section 
1650(a), section lS07(b), section 2C04, sec- 
tion 2SOO(,g), and section 3190 of the In- 
ternal Revenue Code [1039] shall not ap- 
ply with respect to such period. This 
Part shall take effect oa October 1, 1941.” 


SUBCHAPTER B. — ^MANUFACTURERS, DEALERS, AND PEDDLERS 

PART I.—DBPINITION AND REQUIREMENTS OF TOBACCO AND 
SNUFF MANUFACTURERS 


§ 2010. Definitian 

(a) “Manufacturer of tobacco” 

(1) Manufacturer of tobacco or snuff. Every person whose business 
it is to manufacture tobacco or snuff for himself, or who employs others to 
manufacture tobacco or snuff, whether such manufacture be by cutting, 
pressing, grinding, crushing, or rubbing of any raw or leaf tobacco, or 
otherwise preparing raw or leaf tobacco, or manufactured or partially 
manufactured tobacco or snuff, or the putting up for use or consumption 
of scraps, waste, clippings, stems, or deposits of tobacco resulting from 
any process of handling tobacco, or by the working or preparation of leaf 
tobacco, tobacco stems, scraps, clippings, or waste, by sifting, twisting, 
screening, or any other process, shall be regarded as a manufacturer of 
tobacco. 

(2) Sellers of leaf tobacco. Every person shall also be regarded as a 
manufacturer of tobacco whose business it is to sell leaf tobacco ip quan- 
tities less than a hogshead, case, or bale; or who sells directly to consupa- 
era, or to persons other than duly registered dealers in leaf tobacco, or 
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duly registered manufacturers of tobacco, snuff, cigars, or cigarettes, or 
to persons wbo purchase in packages for export. 

(b) Farmers and growers. Farmers and growers of tobacco who sell 
leaf tobacco of their own growth and raising shall not be regarded as 
manufacturers of tobacco. 63 Stat. 221. 

§ soil. Registration 

Every manufacturer of tobacco shall register with the collector of the 
district his name, or style, place of residence, trade, or business, and the 
place where such trade or business is to be carried on. 53 Stat, 222. 

§ 201S. Statement 

Every person before commencing the manufacture of tobacco or snuff, 
shall furnish, without previous demand therefor, to the collector of the 
district where the manufacture is to be carried on, a statement in dupli- 
cate, subscribed under oath, setting forth the place, and if in a city, the 
street and number of the street, where the manufacture is to be carried 
on; the number of cutting-machines, presses, snuff-mills, hand-mills, or 
other machines; the name, kind, and quality of the article manufactured 
or proposed to he manufactured; and when the same is manufactured by 
him as agent for any other person, or to be sold and delivered to any 
other person under a special contract, the name and residence and business 
or occupation of the person for whom the said article is to be manufac- 
tured, or to whom it is to be delivered. 53 Stat. 222, 

§ 2013. Bond 

Every person, before commencing the manufacture of tobacco or snuff, 
shall give a bond, to be approved by the collector of the district, in the 
sum of not less than $2,000 nor more than $20,000, to be fixed by the 
collector of the district, according to the quantum of business proposed 
to be done by the manufacturer, with right of appeal by the manufacturer 
to the Commissioner in respect to the amount of said bond, conditioned 
that he shall not engage in any attempt, by himself or by collusion with 
others, to defraud the Government of any tax on his manufactures; that 
he shall render truly and completely all the returns, statements, and in- 
ventories prescribed by law or regulations; that whenever he adds to the 
number of cutting-machines, presses, snuff-mills, hand-mills, or other 
mills or machines enumerated in the statement required under section 
2012, he shall immediately give notice thereof to the collector of the 
district; that he shall stamp, in accordance with law, all tobacco and 
snuff manufactured by him before he removes any part thereof from the 
place of manufacture; that he shall not knowingly sell, purchase, ex- 
pose, or receive for sale, any manufactured tobacco or snuff which has not 
been stamped as required by law; and that he shall comply with all the 
requirements of law relating to the manufacture of tobacco or snuff. 
Additional sureties may be required by the collector from time to time. 
53 Stat. 222. 

§ 2014. Certificate 

Every manufacturer of tobacco shall obtain a certificate from the col- 
lector of the district, who is directed to issue the same, setting forth the 
kind and number of machines, presses, snuff-mills, hand-mills, or other 
mills and machines enumerated in the statement required under section 
2012; which certificate shall be posted in a conspicuous place within the 
manufactory. 63 Stat. 222. 

§ 2015. Sign 

Every manufacturer of tobacco shall place and keep on the side or end 
of the building wherein his business is carried on, so that it can be dis- 
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tinctly seen, a sign, with letters thereon not less than three inches in 
length, painted in oil-colors or gilded, giving his full name and business. 
53 Stat. 222. 

§ 2016. Factory number 

Every collector shall cause the several manufactories of tobacco or 
snuff in his district to be numbered consecutively, which numbers shall 
not be thereafter changed, except for reasons satisfactory to himself and 
approved by the Commissioner. 53 Stat. 222. 

§ 2017. Inventory 

Every person engaged in the manufacture of tobacco or snuff shall 
make and deliver to the collector of the district a true inventory, in such 
form as may be prescribed by the Commissioner, and verified by his own 
oath, of the quantity of each of the different kinds of tobacco, snuff flour, 
snuff, stems, scraps, clippings, waste, tin-foil, licorice, sugar, gum, and 
other materials held or owned by him on the first day of January of each 
year, or at the time of commencing and at the time of concluding business, 
if before or after the 1st of January; setting forth what portion of said 
goods and materials, and what kinds were manufactured and produced 
by him and what was purchased from others. The collector shall make 
personal examination of the stock sufiScient to satisfy himself as to the 
correctness of the inventory, and shall verify the fact of such examination 
by oath, to be indorsed on or affixed to the inventory. 53 Stat. 223. 

§ 2018. Books 

Every person engaged in the manufacture of tobacco or snuff shall keep 
a book or books, the forms of which shall be prescribed by the Commis- 
sioner, and enter therein daily an accurate account of all the articles 
referred to in section 2017 purchased by him, the quantity of tobacco, 
snuff, and snuff-flour, stems, scraps, clippings, waste, tin-foil, licorice, su- 
gar, gum, and other material, of whatever description, manufactured, sold, 
consumed, or removed for consumption or sale, or removed from the place 
of manufacture in bond, and to what district removed; also the number 
of net pounds of lumps of plug tobacco made in the lump-room, and the 
number of packages and pounds thereof produced in the pressroom each 
day. 53 Stat. 223. 

§ 2019. Monthly abstracts 

Every person engaged in the manufacture of tobacco or snuff, shall on 
or before the 10 th day of each month, furnish to the collector a true and 
complete abstract from the book required under section 2018 to be kept, 
verifying the same by his oath, of all such purchases, sales, and removals 
made during the month next preceding. 63 Stat. 223. 

§ 2020. Cross reference 

For packing and flelling requirements, see subchapter CS. 

53 Stat 223. 

PABT II.— DEFINITION AND RBQUIKEMBNTS OF CIGAR AND 
CIGARETTE MANUFACTURERS 

§ 2030. Definition 

Every person whose business it is to make or manufacture cigars or 
cigarettes for himself, or who employs others to make or manufacture 
cigars or cigarettes, shall be regarded as a manufacturer of cigars or 
cigarettes, respectively. 53 3tat 223. 
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§ SOSl. Registration 

Every manufacturer of cigars or cigarettes shall register with the 
collector of the district Ms name, or style, place of residence, trade, or 
business, and the place where such trade or business is to be carried on. 
53 Stat. 223. 

§ SOSS. Statement 

Every person before commencing the manufacture of cigars or cigar- 
ettes, shall furnish, without previous demand therefor, to the collector of 
the district a statement in duplicate, under oath, setting forth the place, 
and, if in a city, the street and number of the street, where the manufac- 
ture is to be carried on; and when the same are to be manufactured for, 
or to be sold and delivered to, any other person, the name and residence 
and business or occupation of the person for whom they are to be manu- 
factured, or to whom they are to be delivered. 53 Stat. 223. 

§ 2033. Bond 

Every person before commencing the manufacture of cigars or cigar- 
ettes, shall give bond, in conformity with the provisions of this chapter, 
in such penal sum as the collector may require, not less than $100, and 
the sum of said bond may be increased from time to time and additional 
sureties required, at the discretion of the collector, or under tlie instruc- 
tions of the Commissioner. Said bond shall be conditioned that he shall 
not engage in any attempt, by himself or by collusion with others, to 
defraud the Government of any tax on his manufactures; that he shall 
render correctly all the returns, statements, and inventories prescribed; 
that he shall stamp, in accordance with law, all cigars or cigarettes manu- 
factured by him before he offers the same or any part thereof for sale, and 
before he removes any part thereof from the place of manufacture; that 
he shall not knowingly sell, purchase, expose, or receive for sale, any 
cigars or cigarettes which have not been stamped as required by law; and 
that he shall comply with all the requirements of law relating to the 
manufacture of cigars or cigarettes. 53 Stat. 224. 

§ 2034. Sign 

Every cigar or cigarette manufacturer shall place and keep on the side 
or end of the building within which his business is carried on, so that it 
can be distinctly seen, a sign, with letters thereon not less than three 
inches in length, painted in oil-colors or gilded, giving his full name and 
business. 63 Stat, 224. 

§ 2035. Factory number 

Every collector shall cause the several manufactories of cigars or 
cigarettes in his district to he numbered consecutively, which number shall 
not thereafter be changed. 63 Stat. 224. 

§ 2036. Inventory 

Every person engaged in the manufacture of cigars or cigarettes shall 
make and deliver to the collector of the district a true inventory, in such 
form as may be prescribed by the Commissioner, of the quantity of leaf 
tobacco, cigars, cigarettes, stems, scraps, clippings, and waste, and of 
the number of cigar and cigarette boxes and the capacity of each box, 
held or owned by him on the first day of January of each year, or at 
the time of commencing and at the time of concluding business, if before 
or after the 1st of January; setting forth what portion and kinds of 
said goods were manufactured or produced by him, and what were pur- 
chased from others, and shall verify said inventory by his oath indorsed 
thereon. The collector shall make personal examination of the stock 
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sufficient to satisfy Mmself as to the correctness of the inventory; and 
shall verify the fact of such examination by oath to be indorsed on the 
inventory. 53 Stat. 224. 

§ 2037. Books 

Every person engaged in the manufacture of cigars or cigarettes shall 
enter daily in a book, the form of which shall be prescribed by the Com- 
missioner, an accurate account of all the articles enumerated in section 
2036 purchased by him, the quantity of leaf-tobacco, cigars, cigarettes, 
stems, cigar or cigarette boxes, of whatever description, manufactured, 
sold, consumed or removed for consumption or sale, or removed from 
the place of manufacture. 53 Stat. 224. 

§ 2038. Monthly abstracts 

Every person engaged in the manufacture of cigars or cigarettes shall, 
on or before the tenth day of each and every month, furnish to the col- 
lector of the district a true and accurate abstract from the hook required 
under section 2037 verified by his oath, of all such purchases, sales, and 
removals made during the month next preceding. 53 Stat. 224. 

§ 2039. Additional requirements on cigarette manufacturers pur- 
chasing cigarette tubes 

Every manufacturer of cigarettes purchasing any cigarette paper made 
up into tubes shall — 

(a) Bond. Give bond in an amount and with sureties satisfactory to 
the Commissioner that he will use such tubes in the manufacture of 
cigarettes or pay thereon a tax equivalent to the tax imposed by section 
2000(d); and 

(b) Records and returns. Keep such records and render under oath 
such returns as the Commissioner finds necessary to show the disposi- 
tion of all tubes purchased or imported by such manufacturer of cigar- 
ettes. 63 Stat. 225. 

§ 2040. Purchases of leaf tobacco from other manufacturers or deal- 
ers 

It shall be lawful for any licensed manufacturer of cigars or cigarettes 
to purchase leaf tobacco of any other licensed manufacturer or dealer in 
quantities less than the original package, for use in his own manufactory 
exclusively. 53 Stat. 225. 


PAET III.— DEFINITION AND BEQUIREMBNTS OF DEALERS IN 
LEAF TOBACCO 


§ 2050. Definition 

(a) General. Every person shall be regarded as a dealer in leaf 
tobacco, whose business it is, for himself or on commission, to sell, or 
offer for sale, or consign for sale on commission, leaf tobacco. 

(h) Farmers, growers, and cooperative associations. A farmer or 
grower of tobacco or a tobacco growers’ cooperative association shall 
not be regarded as a dealer in leaf tobacco in respect to the leaf tobacco 
produced by him or handled by such association: Provided, That such 
cooperative associations shall be required to keep available records of 
all purchases and sales of tobacco, such records to be open to inspection 
by the agents of the Government. As used in this subsection the term 
‘‘tobacco growers* cooperative association” means an association of farm- 
ers or growers of tobacco organized and operated as sales agent for the 
purpose of marketing the tobacco produced by its members and turning 
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back to them the proceeds of sales, less the necessary selling expenses, 
on the basis of the quantity and quality of tobacco furnished by them. 
53 Stat. 225. 

§ 2051. Registration 

Every dealer in leaf tobacco shall register with the collector of the 
district his name, or style, place of residence, trade, or business, and the 
place where such trade or business is to be carried on. 53 Stat, 225. 

§ 2052. Statement of location of business and places of storage 

Every dealer in leaf tobacco shall file with the collector of the district 
in which his business is carried on a statement in duplicate, subscribed 
under oath, setting forth the place, and, if in a city, the street and number 
of the street, where his business is to be carried on, and the exact location 
of each place where leaf tobacco is held by him on storage, and, whenever 
he adds to or discontinues any of his leaf tobacco storage places, he shall 
give immediate notice to the collector of the district in which he is regis- 
tered. 53 Stat. 225. 

§ 2053. Bond 

Every dealer in leaf tobacco shall give a bond with surety, satisfactory 
to, and to be approved by, the collector of the district, in such penal sum 
as the collector may require, not less than |500; and a new bond may be 
required in the discretion of the collector, or under instructions of the 
Commissioner. 53 Stat. 225. 

§ 2054. Certificate and number 

Every dealer in leaf tobacco shall be assigned a number by the collector 
of the district, which number shall appear in every inventory, invoice and 
report rendered by the dealer, who shall also obtain certificates from the 
collector of the district setting forth the place where his business is car- 
ried on and the places designated by the dealer as the places of storage 
of his tobacco, which certificates shall be posted conspicuously within the 
dealer's registered place of business, and within each designated place of 
storage. 53 Stat. 226. 

§ 2055. Inventory 

Every dealer in leaf tobacco shall make and deliver to the collector of 
the district a true inventory of the quantity of the different kinds of to- 
bacco held or owned, and where stored by him, on the first day of Janu- 
ary of each year, or at the time of commencing and at the time of con- 
cluding business, if before or after the first day of January, such inventory 
to be made under oath and rendered in such form as may be prescribed by 
the Commissioner, 63 Stat. 226. 

§ 2056. Records and invoices 

Every dealer in leaf tobacco shall render such invoices and keep such 
records as shall be prescribed by the Commissioner, and shall enter 
therein, day by day, and upon the same day on which the circumstance, 
thing or act to be recorded is done or occurs, an accurate account of the 
number of hogsheads, tierces, cases and bales, and quantity of leaf tobac- 
co contained therein, purchased or received by him, on assignment, con- 
signment, for storage, by transfer or otherwise, and of whom purchased or 
received, and the number of hogsheads, tierces, cases and bales, and the 
quantity of leaf tobacco contained therein, sold by him, with the name 
and residence in each instance of the person to whom sold, and if shipped, 
to whom shipped, and to what district; such records shall be kept at his 
place of business at all times and preserved for a period of two years, and 
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the same shall be open at all hours for the inspection of any internal 
revenue officer or agent. 53 Stat. 226. 

§ 2057. Monthly reports 

Every dealer in leaf tobacco on or before the tenth day of each months 
shall furnish to the collector of the district a true and complete report of 
all purchases, receipts, sales and shipments of leaf tobacco made by him 
during the month next preceding, which report shall be verified and ren- 
dered in such form as the Commissioner, with the approval of the Secre- 
tary, shall prescribe. 53 Stat. 226. 

§ 2058. Demand statement of sales 

It shall be the duty of any dealer in leaf tobacco, or in any material 
used in manufacturing tobacco, snuff, cigars, or cigarettes, on demand of 
any officer of internal revenue, to render a true and complete statement, 
under oath, of the quantity and amount of such leaf tobacco or materials 
sold or delivered to any person named in such demand, and in case of re- 
fusal or neglect to render such statement, or if there is cause to believe 
such statement to be incorrect or fraudulent, the collector shall make an 
examination of persons, books, and papers, in the manner provided in re- 
lation to frauds and evasions. 53 Stat. 226. 

§ 2059. Restrlctioiis on sales or shipments 

Sales or shipments of leaf tobacco by a dealer in leaf tobacco shall be 
in quantities of not less than a hogshead, tierce, case, or bale, except loose 
leaf tobacco comprising the breaks on warehouse floors, and except to a 
duly registered manufacturer of cigars for use in his own manufactory 
exclusively. 

Dealers in leaf tobacco shall make shipments of leaf tobacco only to 
other dealers in leaf tobacco, to registered manufacturers of tobacco, snuff, 
cigars, or cigarettes, or for export. 63 Stat. 226. 

§ 2060. Tax for violating sections 2057 and 2059 

Upon all leaf tobacco sold, removed or shipped by any dealer in leaf 
tobacco in violation of the provisions of section 2059 or in respect to which 
no report has been made by such dealer in accordance with the provisions 
of section 2057, there shall be levied, assessed, collected, and paid a tax 
equal to the tax then in force upon manufactured tobacco, such tax to be 
assessed and collected in the same manner as the tax on manufactured to- 
bacco. 53 Stat. 227. 


PART IV,— DEFINITION AND REQUIREMENTS OF PEDDLERS 
OF TOBACCO 


§ 2070. Definition 

Any person who sells or offers to sell and deliver manufactured tobacco, 
snuff, cigars, or cigarettes, traveling from place to place, in the town or 
through the country, shall be regarded as a peddler of tobacco: Provided.* 
That manufacturers of, jobbers, and wholesale dealers in, manufactured 
tobacco, snuff, cigars, and cigarettes, and the agents or salesmen of such 
manufacturers, jobbers, and wholesale dealers, traveling from place to 
place, in the town or through the country, and selling and delivering or 
offering to sell and deliver such products only to dealers, shall not be con- 
strued to be peddlers. 63 Stat. 227. 

§ 2071. Registration 

Every peddler of tobacco shall register with the collector of the district 
his name, or style, placO of residence, trade, or business, and the place 
where such trade or business Is to be carried on. 63 Stat. 227. 
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§ 2072. Ste-tement 

Every peddler of tobacco, before commencing to peddle tobacco, snxiff, 
cigars, or cigarettes, shall furnish to the collector of liis district a state- 
ment accurately setting forth the place of his residence, and, if in a city, 
the street and. number of the street where he resides; the State or States 
through which he proposes to travel; also whether he proposes to sell 
his own manufactures or the manufactures of others, and, if he sells for 
other parties, the person for whom he sells. 53 Stat. 227. 

§ 2073. Bond 

Every peddler of tobacco shall give a bond in the sum of $500, to be 
approved by the collector of the district, conditioned that he shall not 
engage in any attempt, by himself or by collusion with others, to defraud 
the Government of any tax on tobacco, snuff, cigars, or cigarettes; that 
he shall neither sell, nor offer for sale, any tobacco, snuff, cigars, or ciga- 
rettes, except in original and full packages, as the law requires the same 
to be put up and prepared by the manufacturer for sale, or for removal 
for sale or consumption, and except such packages of tobacco, snuff, cigars, 
or cigarettes, as bear the manufacturer's label or caution notice, and his 
legal marks and brands, and genuine internal revenue stamps which have 
never before been used. 63 Stat. 227. 

§ 2074. Certificate 

Every peddler of tobacco shall obtain a certificate from the collector of 
his collection district, who is authorized and directed to issue the same, 
giving the name of the peddler, his residence, and the fact of his having 
filed the required bond; and shall on demand of any officer of internal 
revenue produce and exhibit his certificate# 53 Stat. 227. 

§ 2075. Sign 

Every peddler of tobacco traveling with a wagon, shall affix and keep on 
the same, in a conspicuous place, a sign painted in oil-colors, or gilded, 
giving his full name, business, and collection district. 53 Stat. 227. 

§ 2076. Restrictions on sales 

For restrictions on sales, see sections 2104: and 2170(a) (2). 

53 Stat. 227. 

SUBCHAPTER C. — PACKING, STAMPING, AND SELLING 
REQUIREMENTS 

PART I.— TOBACCO AND SNUFF 

§ 2100. Packages 

All manufactured tobacco shall be put up and prepared by the manu- 
facturer for sale, or removal for sale or consumption, in packages of the 
following description and in no other manner: 

(a) Size 

(1) Smoking and chewing tobacco and sunft. All smoking tobacco, 
snuff, fine-cut chewing tobacco, all cut and granulated tobacco, all shorts, 
the refuse of fine-cut chewing, which has passed through a riddle of 
thirty-six meshes to the square inch, and all refuse, scraps, clippings, cut- 
tings, and sweepings of tobacco, and all other kinds of tobacco not other- 
wise provided for, in packages containing one-eighth of an ounce, three- 
eighths of an ounce, and further packages with a difference between each 
package and the one next smaller of one-eighth of an ounce up to and in- 
cluding three ounces, and further packages with a difference between 
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each package and the one next smaller of one-fourth of an ounce up to 
and including four ounces, and further packages with a difference be- 
tween each package and the one next smaller of one ounce up to and in- 
cluding sixteen ounces: Provided, That snuff may, at the option of the 
manufacturer, be put up in bladders and in Jars containing not exceeding 
twenty pounds. 

(3) OaTendish, plug, and twist tobacco. All cavendish, plug, and twist 
tobacco, in wooden packages not exceeding two hundred pounds net 
weight. And every such v/ooden package shall have printed or marked 
thereon the manufacturer’s name and place of manufacture, the registered 
number of the manufactory, and the gross weight, the tare and the net 
weight of the tobacco in each package. 

(b) MaterlaL Wood, metal, paper, or other materials may be used 
separately or in combination for packing tobacco and snuff under such 
regulations as the Commissioner may establish. 

(c) Exceptions 

(1) Export packages. The limitations and descriptions of packages 
contained in subsection (a) shall not apply to tobacco and snuff transport- 
ed in bond for exportation and actually exported. 

(3) Eeaf tobacco sold by persons regarded as manufacturers. All to- 
bacco sold in the manner described in section 2010(a) (2) by persons 
defined as manufacturers of tobacco thereunder shall be regarded as man- 
ufactured tobacco and shall be put up and prepared by such manufacturer 
in such packages only as the Commissioner, with the approval of the Sec- 
retary, shall prescribe. 

(d) Enclosures and designs. No packages of manufactured tobacco 
or snuff, prescribed by law, shall be permitted to have packed in, or at- 
tached to, or connected with them, nor affixed to, branded, stamped, mark- 
•ed, written, or printed upon them, any paper, certificate, or instrument 
purporting to be or represent a ticket, chance, share or interest in, or de- 
pendent upon, the event of a lottery, nor any indecent or immoral picture, 
representation, print, or words; and any violation of the provisions of 
this subsection shall subject the offender to the penalties and punishment 
provided by section 2161 (m). 

(e) Label. Every manufacturer of tobacco or snuff shall. In addition 
to all other requirements of this title relating to tobacco, print on each 
package, or securely affix by pasting on each package containing tobacco 
or snuff manufactured by or for him, a label on which shall be printed 
the number of the manufactory, the district and State In which it is situ- 
ated, and these words: 

“Notice. — The manufacturer of this tobacco has complied with all re- 
•quirements of law. Every person is cautioned, under penalties of law, 
not to use this package for tobacco again.” 

This subsection shall not apply to tobacco or snuff transported in bond 
for exportation and actually exported. 53 Stat. 228, amended Oct. 21, 
1942, 4:30 p. m., E. W. T., c. 619, Title VI, § 605(d), 66 Stat. 975. 


Historical Note 


1043 Amendment. Smbsec. (a) (1) 

amended by Act Oct. 21, 1942, which 
aubstituted ‘"three ounces” for “two 
ounces”. 

ISfTectiYe Date of 1943 Amendment. 
Act Oct. 21, 1942, was made effective on 
the first day of the first month which 
began mor^ than ten days after Oct. 21, 


1942, 4 :30 p, m., BJ.W.T., by section 601 
thereof. 

Teixt of ALinendatory Revenue Acts. 
Complete original text of Revenue Acts 
amending this section, 1939 to date, 
see volumes “Title 26— Internal Revenue 
Acts”. 
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§ 2101. Tobacco in bulk 

Perique tobacco, snuff flour, fine-cut sborts, tbe refuse of fine-cut chew- 
ing tobacco, refuse scraps, clippings, cuttings, and sweepings of tobacco, 
may be sold in bulk as material, and without the payment of tax, by one 
manufacturer directly to another manufacturer, or for export, under such 
restrictions, rules, and regulations as the Commissioner may prescribe. 5 3 
Stat. 229. 

§ 2102. Snuff flour 

Snuff flour, when sold, or removed for use or consumption, shall be 
put up in packages in tbe same manner as snuff. 53 Stat. 229. 

§ 2103. Stamps 

(a) Affixing and canceling 

(1) Mode. The stamps provided for in section 2002(a) (1) shall be- 
affixed and canceled in the mode prescribed by the Commissioner, and 
stamps when used on any wooden package shall be canceled by sinking 
a portion of the same into the wood with a steel die. 

(2) IBhxrnisMng of instruments. The instruments or other means pre- 
scribed under section 3301(a) for attaching, protecting, and canceling 
stamps for tobacco and snuff shall be furnished by the United States to- 
the persons using the stamps to be affixed therewith, under such regula- 
tions as the Commissioner may prescribe. 

(3) Cross reference 

For general provisions relating to the attachment and cancellation of stamps, see- 
sections 3301 and 3303. 

(b) Issue for restamping. The Commissioner may, under regulations- 
prescribed by him with the approval of the Secretary, issue stamps for re- 
stamping packages of tobacco and snuff which have been duly stamped 
but from which the stamps have been lost or destroyed by unavoidable 
accident. 

(c) Supply, The stamps provided for under section 2002(a) (1) shalk 
be furnished to the collectors req.niring them, and each collector shall' 
keep at all times a supply equal in amount to three months’ sale thereof, 
and shall sell the same only to the manufacturers of tobacco and snuff 
in their respective districts who have given bonds as required by law, and 
to owners or consignees of tobacco or snuff, upon the requisition of the 
proper customhouse officer having the custody of such tobacco or snuff. 
If the government of a foreign country permits the revenue stamps of 
such country to be affixed in the United States to tobacco or snuff man-- 
ufactured in the United States and imported into such foreign country, 
then, if tobacco or snuff manufactured in such foreign country is im- 
ported into the United States from such foreign country, the importer 
may, under such rules and regulations as the Secretary may prescribe, 
have the United States revenue stamps attached to such tobacco or snuff ' 
in such foreign country. 

(d) Collector’s account 

(1) Requirement. Every collector shall keep an account of the num- 
ber, amount, and denominate values of stamps sold by him to each manu- 
facturer or other person aforesaid. 

(2) Credit in case of sale under distraint or forfeiture. Such stamps- 
as may be required to stamp tobacco or snuff, sold under distraint by any 
collector, or for stamping any tobacco or snuff, which may have been- 
abandoned, condemned, or forfeited, and sold by order^ of court or of any 
Government officer for the benefit of the United States, may, under such > 
rules and regulations as the Commissioner shall prescribe, be used by the- 
collector making such sale, or furnished by a collector to a United States * 
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marshal, or to any other Government officer making such sale for the 
benefit of the United States, without making payment for said stamps so 
used or delivered; and any revenue collector using or furnishing stamps 
in manner as aforesaid, on presenting vouchers satisfactory to the Com- 
missioner shall be allowed credit for the same in settling his stamp account 
with the Department. 

(e) lEmptied packages. Whenever any stamped box, bag, vessel, 
wrapper, or envelope of any kind, containing tobacco or snuff, is emptied, 
the stamp or stamps thereon shall be destroyed by the person in whose 
hands the same may be. 

(f) Absence of stamps. The absence of the proper stamp on any pack- 
age of manufactured tobacco or snuff shall be notice to all persons that 
the tax has not been paid thereon, and shall be prima facie evidence of 
the nonpayment thereof. 

(g) Cross references 

Imported tobacco and snuff. — ^For stamps in case of imported tobacco or snuff, see 

flection 2130(a). 

Redemption of stamps. — ^For redemption of stamps, see sections 2198 and 3304. 
General stamp provisions. — For general provisions relating to stamps, see subchap- 
ter A of chapter 28. 

53 Stat. 229, amended Sept. 23, 1950, 3:15 p. m., E. D. T., c. 994, Title 
VI, § 608(a), 64 Stat. 966. 


Historical Not© 


1950 Amendment. Subsec. (c) amended 
by Act Sept. 23, 1950, which added last 
sentence to allow stamps to be attached 
in foreign countries to certain tobacco 
products. 

Effective Date of 1950 Amendments. 
Section 608(c) of Act Sept. 23, 1950, pro- 
vided that the amendment of subsec. (c) 
of this section and section 2112(c) of 
I.Il.C.1939 should take effect on the first 
day of the first month which begins more 
than 10 days after Sept. 23, 1950. 


Treaty Obligations. Section 214 of Act 
Sept. 23, 1950, provided that: “No amend- 
ment made by this Act [Act Sept. 23, 1950] 
shall apply in any case where its appli- 
cation would be contrary to any treaty 
obligation of the United States.” 

Text of Amendatory Revenue Acts. 
Complete original text of Revenue Acts 
amending this section, 1939 to date, 
see volumes “Title 26 — ^Internal Revenue 
Acts”. 

Ijegislative History: For legislative 
history and purpose of Act Sept. 23, 1950, 
see 1950 U.S.Code Cong.Service, p. 3053. 


§ 2104. Sales of tobacco 

(a) liimitation as to packages. No manufactured tobacco shall be 
sold or offered for sale unless put up in packages and stamped as pre- 
scribed in this chapter, except at retail by retail dealers from the pack- 
ages authorized by section 2100. 

(b) liimitation on dealers in leaf tobacco 

For restrictions on sales and shipments by dealers in leaf tobacco to manufacturers 
cf tobacco, see section 2059. 

(c) Sales of leaf tobacco to cigar manufacturers 

For authority of licensed manufacturers of cigars and cigarettes to purchase leaf 
tobacco from other registered manufacturers or registered dealers in small quantities, 
see section 2040. 

53 Stat. 230. 


PART II.— CIGARS AND CIGARETTES 

§ 2110. Classification 

(a) Cigars. All rolls of tobacco, or any substitute therefor, wrapped 
with tobacco, shall be classed as cigars. 

(b) Cigarettes. All rolls of tobacco, or any substitute therefor, 
wrapped in paper or any substance other than tobacco, shall be classed 
as cigarettes. 53 Stat. 230. 
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§ sill. Packages 

(a) Sl35e 

<1) Cigars. All cigars weighing more than three pounds per thou- 
sand fehail be packed in boxes not before used for that purpose containing, 
respectively, three, five, seven, ten, twelve, thirteen, twenty, twenty-five, 
fifty, one hundred, two hundred, two hundred fifty, or five hundred cigars 
each. 

iZ) Cigarettes and small cigars. Every manufacturer of cigarettes 
(including small cigars weighing not more than three pounds per thou- 
sand) shall put up all the cigarettes and such small cigars that he man- 
ufactures or has manufactured for him, and sells or removes for consump- 
tion or sale, in packages or parcels containing five, eight, ten, twelve, 
fifteen, sixteen, twenty, twenty-four, forty, fifty, eighty, or one hundred 
cigarettes each. 

(S) Exception in ease of cigars or cigarettes for export. Cigars or 
cigarettes packed expressly for export, and which shall be exported to 
a foreign country under the restrictions and regulations prescribed by 
the Commissioner, and approved by the Secretary, shall be exempt from 
the provisions of this subsection. 

(b) Material. Wood, metal, paper, or other materials may be used 
separately or in combination for packing cigars or cigarettes, under such 
regulations as the Commissioner may establish. 

<c) Enclosures and designs. No package of cigars or cigarettes pre- 
scribed by law, shall be permitted to have packed in, or attached to, or 
connected with, them, nor affixed to, branded, stamped, marked, written, 
or printed upon them, any paper, certificate, or instrument purporting to 
be or represent a ticket, chance, share or interest in, or dependent upon, 
the event of a lottery, nor any indecent or immoral picture, representa- 
tion, print, or words; and any violation of the provisions of this subsec- 
tion shall subject the offender to the penalties and punishments provided 
by section 2180 (Z). 

(d) liabels 

(1) Indicating compliance with, law. Every manufacturer of cigars 
shall securely affix, by pasting on each box containing cigars manufactured 
by or for him, a label, on which shall be printed, besides the number of the 
manufactory and the district and State in which it is situated, these words: 

^‘Notice. — ^T he manufacturer of the cigars herein contained has com- 
plied with all the requirements of law. Every person is cautioned not to 
use either this box for cigars again, or the stamp thereon again, nor to* 
remove the contents of this box without destroying said stamp, under the 
penalties provided by law in such cases.'' 

Cigars packed expressly for export, and which shall be exported to* 
a foreign country under the restrictions and regulations prescribed by the 
Commissioner, and approved by the Secretary, shall be exempt from the 
provisions of this subsection. Cigarettes shall be held to be cigars under 
the meaning of paragraph (1) of this subsection. 

(2) Indicating clause under which tax paid. The Commissioner may, 
by regulation, require the manufacturer or importer to aflix to each box, 
package, or container a conspicuous label indicating the clause of section 
2000, under which the cigars therein contained have been tax-paid, which 
must correspond with the tax-paid stamp on such box or container. 

(e) Factory brand 

(1) Kequirement. Every box of cigars or cigarettes shall before re- 
moval from any manufactory or place where cigars or cigarettes are made 
have stamped, indented, burned, or impressed into each box, in a legible 
and durable manner, the number of the cigars or cigarettes contained 
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tlierein, the number of the manufactory, and the number of the district 
and the State. 

(2) Exception in case of export packages. Cigars or cigarettes packed 
expressly for export, and which shall be exported to a foreign country 
under the restrictions and regulations prescribed by the Commissioner, 
and approved by the Secretary, shall be exempt from the provisions of this 
subsection. 

(f) Exemption in case of cigars or cigarettes used by employees. Each 
employee of a manufacturer of cigars or cigarettes shall be permitted to 
use, for personal consumption and for experimental purposes, not to ex- 
ceed twenty-one cigars or cigarettes per week without the manufacturer 
of cigars or cigarettes being required to pack the same in boxes or to 
stamp or pay any internal revenue tax thereon, such exemption to be 
allowed under such rules and regulations as the Secretary may prescribe. 
53 Stat. 230. 

§ 2112. Stamps 

(a) Affixing and canceling 

(1) Mode 

(A) Cigarettes and small cigars. Every manufacturer of cigarettes 
(including small cigars weighing not more than three pounds per thou- 
sand) shall securely affix to each of the packages or parcels described in 
section 2111(a) (2) a suitable stamp denoting the tax thereon and shall 
properly cancel the same prior to sale or removal for consumption or sale 
under such regulations as the Commissioner, with the approval of the 
Secretary, shall prescribe. 

(B) Cigars 

For authority of Commissioner to prescribe the method for affixing and canceling 
cigar stamps, see sections 3301 and 3303. 

(2) Enmishing of instruments. The instruments or other means 
prescribed under section 3301(a) for attaching, protecting, and cancelling 
stamps for cigars and cigarettes shall be furnished by the United States 
to the persons using the stamps to be affixed therewith under such regula- 
tions as the Commissioner may prescribe. 

(b) Issue for restamping. The Commissioner may, under regulations 
prescribed by him with the approval of the Secretary, issue stamps for 
restamping packages of cigars and cigarettes which have been duly 
stamped but from which the stamps have been lost or destroyed by un- 
avoidable accident. 

(c) Supply. The stamps provided for under section 2002(a) (3) shall 
be furnished to collectors requiring them, and collectors shall, if there 
be any cigar or cigarette manufacturers within their respective districts, 
keep on hand at all times a supply equal in amount to two months* sales 
thereof, and shall sell the same only to the cigar or cigarette manufac- 
turers who have given bonds, as required by law, in their districts re- 
spectively, and to importers of cigars or cigarettes who are required to 
affix the same to imported cigars or cigarettes in the custody of customs 
officers. If the government of a foreign country permits the revenue 
stamps of such country to be affixed in the United States to cigars or 
cigarettes manufactured in the United States and imported into such for- 
eign country, then, if cigars or cigarettes manufactured in such foreign 
country are imported into the United States from such foreign country, 
the importer may, under such rules and regulations as the Commissioner 
with the approval of the Secretary of the Treasury may prescribe, have 
the United States revenue stamps attached to such cigars or cigarettes 
in such foreign country. 
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(d) Collector’s account 

(1) Bequirement. Every collector shall keep an account of the num^ 
her, amount, and denominate values of the stamps sold hy him to each 
cigar or cigarette manufacturer, and to the importers described in subsec- 
tion (c). 

(2) Credit in case of sale under distraint or forfeiture*- Such stamps* 
as may be required to stamp cigars or cigarettes sold under distraint by 
any collector, or for stamping any cigars or cigarettes which may have 
been abandoned, condemned, or forfeited, and sold by order of court or 
of any Government officer for the benefit of the United States, may, under 
such rules and regulations as the Commissioner shall prescribe, be used 
by the collector making such sale, or furnished by a collector to a United 
States marshal, or to any other Government officer making such sale for 
the benefit of the United States, without making payment for said stamps- 
so used or delivered; and any revenue collector using or furnishing stamps* 
in manner as aforesaid, on presenting vouchers satisfactory to the Com- 
missioner, shall be allowed credit for the same in settling his stamp ac- 
count with the Department* 

(e) Destraction on emptied packages. Whenever any stamped box 
containing cigars or cigarettes is emptied, it shall be the duty of the per- 
sons in whose hands the same is to destroy utterly the stamps thereon. 

<f) Absence of stamps. The absence of the proper revenue stamp on* 
any box of cigars or cigarettes sold, or offered for sale, or kept for sale, 
shall be notice to all persons that the tax has not been paid thereon, and 
shall be prima facie evidence of the nonpayment thereof, 

(g) Redemption of stamps 
For redemption of stamps, see sections 2198 and 3304:. 

53 Stat. 231, amended Oct, 21, 1942, 4:30 p, m., E. W. T., c. 619, Title 
VI, § 612, 56 Stat. 977; Sept. 23, 1950, 3:16 p. m., E. D, T., c. 994, Title 
VI, § 608(b), 64 Stat. 966. 


Historical Hote 


1950 Amendment. Subsec. (c) amended 
by Act Sept. 23, 1950, to make it ap- 
plicable to cigars as well as cigarettes. 

1942 Amendment. Subsec. (c) amended 
by Act Oct. 21, 1942 which added last 
sentence. 

Eifective Date of 1950 Atnendments. 
Amendment of subsec. (c) by Act 
Sept. 23, 1950, as effective on tbe first 
day of the first month which begins 
more than ten days after Sept. 23, 1950, 
see note set out undmr section 2103 of 
I.R.C1939. 

Effective Date of 194^ Amendment. 
Act Oct. 21, 1942^ was made effective on 
the first day of the first month which be- 


gan more than ten days after Oct. 21, 
1942, 4:30 p. m., B.W.T., hy section 601 
thereof. 

Treaty Obligations. Section 214 of Act 
Sept. 23, 1050, provided that: **No amend- 
ment made by this Act [Act Sept. 23, 
1950] shall apply in any case where its* 
application would be contrary to any 
treaty obligation of the United States.” 

Text of Amendatory Revenue Acts. 
Complete original text of Revenue Acts* 
amending this section, 1939 to date, 
see volumes “Title 26— Internal Revenue 
Acts”. 

Degislative History: For legislative 
history and purpose of Act Sept. 23, 1950^ 
see 1950 U.S.Gode Cong.Service, p. 3053. 


§ 211S. Sales of cigars and cigarettes 
For limitation on sales of cigars and cigarettes, see section 2170. 
53 Stat. 232. 


§ 2114. Cross references 

(a) Imported cigars and cigarettes 

For stamps in case of imported cigars and cigarettes, see subsections (b) and (c) 
of section 2130. 

634 



IMPORTATION AND EXPORTATION §2130 

<b) General stamp provisions 

For g-eneral provisions relating to stamps, see subcliapter A of chapter 28, 

53 Stat. 233. 


SXJBCHAPTER D. — ^IMPORTATION AND EXPORTATION 
FART I.— IMPORTATION 

§ 2130. Packing and stamping 

(a) Tobacco and snnff. All manufactured tobacco and snuff imported 
Irom foreign countries sball have the same stamps respectively affixed 
as in the case of like kinds of tobacco and snuff manufactured in the 
United States. Such stamps shall be affixed and canceled on all such ar- 
ticles so imported by the owner or importer thereof, while they are in the 
•custody of the proper custom-house officers, and such articles shall not 
pass out of the custody of said officers until the stamps have been af- 
fixed and canceled. Such tobacco and snuff shall be put up in packages, 
.as prescribed by law for like articles manufactured in the United States 
before the stamps are affixed; and the owner or importer shall be liable 
to all the penal provisions prescribed for manufacturers of tobacco and 
•snuff manufactured in the United States. Whenever it is necessary to take 
any such articles, so imported, to any place for the purpose of repacking, 
.affixing, and canceling such stamps, other than the public stores of the 
United States, the collector of customs of the port where they are entered 
shall designate a bonded warehouse to which they shall be taken, under 
rthe control of such customs officer as he may direct. 

(b) Cigars. All cigars imported from foreign countries shall have 
the same stamps affixed as prescribed by law for cigars manufactured in 
the United States. The stamps shall be affixed and canceled by the owner 
or importer of the cigars while they are in the custody of the proper cus- 
tom-house officers, and the cigars shall not pass out of the custody of such 
officers until the stamps have been so affixed and canceled, but shall be 
put up in boxes containing Quantities as prescribed in this chapter for 
-cigars manufactured in the United States, before the stamps are affixed. 
And the owner or importer of such cigars shall be liable to all the penal 
provisions of this title prescribed for manufacturers of cigars manufac- 
tured in the United States. Whenever it is necessary to take any cigars 
so imported to any place other than the public stores of the United 
-States, for the purpose of affixing and canceling such stamps, the col- 
lector of customs of the port where such cigars are entered shall designate 
.a bonded warehouse to which they shall be taken, under the control of 
such customs officer as such collector may direct. 

(c) Cigarettes. All cigarettes imported from a foreign country shall 
be packed, stamped, and the stamps canceled in a like manner as in the 
-case of cigarettes manufactured in the United States, in addition to the 
import stamp indicating inspection of the custom-house before they are 
withdrawn therefrom. 

(d) Scrap®, cuttings, and clippings of tobacco. Scraps, cuttings, and 
clippings of tobacco imported from any foreign country may, after the 
proper customs duty has been paid thereon, be withdrawn in bulk with- 
out the payment of the internal revenue tax, and transferred as material 
directly to the factory of a manufacturer of tobacco or snuff, or of a cigar 
manufacturer, under such restrictions and regujations as shall be pre- 
scribed by the Commissioner and approved by the Secretary. 

(e) Cross reference 

For duty upon reimportation of tax-free exports, see act of June 17, 1930, e. 497, 5 
314, 46 Stat. 095 (U.S.a, Title 19, § 1314). 

53 Stat. 233. 
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PART II.— EXPORTATION 

§ 2135. Exmiption from tax 

(a) SMpmeiits to foreign countries and possessions of the United States 

(1) Manufacturers. Manufactured tobacco^ snuff, cigars, or cigarettes 
may be removed for export to a foreign country or for shipment to a pos- 
session of the United States (or, until the date on which the President 
proclaims that hostilities in the present war have terminated, to a ter- 
ritory of the United States for the use of members of the military or 
naval forces of the United States) without payment of tax under such 
rules and regulations and the making of such entries, and the filing of 
such bonds and bills of lading as the Commissioner, with the approval of 
the Secretary, shall prescribe. 

(2) Materials- Perique tobacco, snuff flour, fine-cut shorts, the refuse 
of fine-cut chewing tobacco, refuse scraps, clippings, cuttings, and sweep- 
ings of tobacco, may be sold in bulk as material, and without the payment 
of tax, for export under such restrictions, rules, and regulations as the 
Commissioner may prescribe. 

(8) Cigarette papers and tubes. Under such rules and regulations as 
the Commissioner with the approval of the Secretary may prescribe, the 
taxes imposed by subsection (d) of section 2000 shall not apply in respect 
of cigarette papers oi^ tubes sold for export or for shipment to a possession 
of the United States and in due course so exported or shipped. 

(b) Cross references 

For provisions relating to the exemption from any internal revenue tax of articles 
shipped from the United States to Puerto Rico, the Philippines, or the Virgin Islands, 
see sections 3341, 3351, and 3361. 

For definition of exportation, see section 2197(h). 

For exportation free of internal revenue tax, see act of June 17, 1939, a 497, { 317, 
46 Stat. 696 (U.S.C., Title 19, | 1317). 

53 Stat. 234, amended Mar. 23, 1943, c. 20, 57 Stat. 42. 


Historical Note 


Beferences in Text. Section 3341, re- 
ferred to in subsec. (b), which related 
to shipments to the Philippine Islands, 
was repealed by Act Apr. 30, 1946, c. 
244, Title V, § 507(b), 60 Stat. 157, effec- 
tive July 4, 1946. 

1943 Amendment. Sub sec. (a) (1) 
amended by Act Mar. 23, 1943, which in- 
serted parenthetical clause relating to 
members of the military or naval forces. 

Shipments for Armed Forces. The ex- 
emption granted by amendment of sub- 
sec. (a) (1) of this section by Act Mar. 


23, 1943, on shipments to United States 
territories for use of military or naval 
forces of United States expired on the 
termination of hostilities of World War 
II, proclaimed at 12 o’clock noon of 
December 31, 1946, by Proc. No. 2714, set 
out as note under section 601 of Ap- 
pendix to Title 50, War and National 
Defense. 

Text of Amendatory Revenue Acts. 
Complete original text of Revenue Acts 
amending this section, 1939 to date, 
see volumes **TitIe 26 — ^Internal Revenue 
Acts’*. 


§ 2136. Drawback 

(a) In general. There shall be an allowance of drawback on tobacco, 
snuff, cigars, or cigarettes on which the tax has been paid by suitable 
stamps affixed thereto before removal from the place of manufacture, 
when the same are exported, equal In amount to the value of the stamps 
found to have been so affixed; the evidence that the stamps were so 
affixed, and the amount of tax so paid, and of the subsequent exportation 
of the said tobacco, snuff, cigars, or cigarettes, to be ascertained under 
such regulations as shall be prescribed by the Commissioner and approved 
by the Secretary. Any sums found to he due under the provisions of this 
section shall be paid out of annual appropriations from the general fund of 
the Treasury: Provided, That no claim for an allowance of drawback shall 
be entertained or. allowed until a certificate from the collector of customs 
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at til© port from whicli tlie goods have been exported, or otlier eyidence 
satisfactory to tiie Commissioner, has been furnished, that the stamps af- 
fixed to the tobacco, snuff, cigars, or cigarettes entered and cleared for 
export to a foreign country were totally destroyed before such clearance; 
nor until the claimant has filed a bond, with good and sufficient sureties, 
to be approyed by the collector of the district from which the goods are- 
shipped, in a penal sum double the amount of the tax for which said claim 
is made, that he will procure, within a reasonable time, eyidence satisfac- 
tory to the Commissioner that said tobacco, snuff, cigars, or cigarettes 
have been landed at any port without the jurisdiction of the United States, 
or that after shipment the same were lost at sea, and hay© not been re- 
landed within the limits of the United States. 

(b) Shipments to Puerto Rico and Philippine Islands 

For provisions relating to the allowance of drawback of internal revenue tax om 
articles shipped to Puerto Eico or the Philippine Islands, see sections 3361 and 3311, 
respectively. 

53 Stat. 234. 


BUstorical Note 

Beferences In Text. Section 3341, re- repealed by Act Apr. 30, 1946, c. 244, Title 
ferred to in subsec. (b), which related to V, | 507(b). 60 Stat. 157, effective July? 
shipments to the Philippine Islands, was 4, 1946. 

§ 2137. Refund to exporter instead of manufacturer 
Under such rules and regulations as the Commissioner with the ap- 
proval of the Secretary may prescribe, the amount of any internal rev- 
enue tax erroneously or illegally collected in respect of articles exported 
or shipped under section 2135(a) (1) and (3) may be refunded to tbe* 
exporter or shipper of the articles, instead of to the manufacturer, if the 
manufacturer waives any claim for the amount so to he refunded. 63s 
Stat. 236. 


SUBCHAPTER B.— PENALTIES AND FORFEITURES 

PART I.— .PENALTIES AND FORFEITURES COMMON TO TOBACCO, 
SNUFF, aCARS, AND CIGARETTES 

§ 2150. Failure to register, penalty 

Every dealer in leaf tobacco, manufacturer of tobacco, manufacturer 
of cigars or cigarettes, or peddler of tobacco who falls to register with 
the collector as required under sections 2051, 2011, 2031, and 2071, re- 
spectively, shall be subject to a penalty of $50. 53 Stat. 235. 

§ 2151. Fraudulently stamped packages, possession, sale of, or from» 
penalty 

Every manufacturer or other person who — 

(a) Sells or offers for sale any box or other package of tobacco, snuff,, 
cigars, or cigarettes, having affixed thereto any fraudulent, spurious, imi<- 
tation, or counterfeit stamp, or stamp that has been previously used; or 

(b) Sells from any such fraudulently stamped box or package; or 

(c) Has in his possession any box or package as aforesaid, knowing the- 
same to be fraudulently stamped; 

shall, for each such offense, be fined not less than $100 nor more than 
$500, and imprisoned for not less than one year nor more than threo^ 
years. 53 Stat. 235. 
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§ 2152. Peddlmg unlawfully, penalty 

Every person wtio — 

(a) Failure to obtain certiflcate. Is found peddling tobacco, snuff, 
eigars, or cigarettes, without having previously obtained the collector's 
certificate as provided for in section 2074; or 

(b) Failure to give bond. Is found peddling tobacco, snuff, cigars, 
or cigarettes, without having given the bond required under section 2073; 
or 

(c) Failure to affix sign. Fails to have affixed to his wagon, in a 
conspicuous place, a sign, painted in oil-colors, or gilded, giving his full 
name, business, and collection district; or 

(d) Selling in unauthorized packages. Sells tobacco, snuff, cigars, 
or cigarettes otherwise than in full and original packages as put up by 
the manufacturer; or 

(e) Possession of used stamps. Has in his possession any internal 
revenue stamp which has been removed from any box or other package 
of tobacco, snuff, cigars, or cigarettes; or 

<f) Possession of broken packages with imdestroyed stamps. Has in 
Ms possession any empty or partially emptied box or other package which 
has been used for tobacco, snuff, cigars, or cigarettes, the stamp or stamps 
on which have not been destroyed; shall for each such offense, he fined 
not less than ^100 nor more than $500, or imprisoned not less than six 
months nor more than one year, or both, at the discretion of the court. 
53 Stat. 235. 

§ 2153. Peddler’s certificate, refusal to permit inspection, penalty 

Refusal or failure to produce for inspection the collector’s certificate 
for peddlers, when demanded by any internal revenue agent, shall subject 
the party guilty thereof to a fine of not more than $500 and to imprison- 
ment not more than twelve months. 53 Stat. 236. 

§ 2154. Peddlers, forfeitui*es relating to 

(a) Offenses mentioned in section 2152. Any collector or deputy col- 
lector finding any person peddling tobacco, snuff, cigars, or cigarettes, in 
the act of offending as to any of the offenses mentioned in section 2152, 
may seize the horse or horses, mule or mules, wagon and contents, or pack, 
bundle, or basket, of any such person; and the collector shall thereupon 
proceed upon such seizure as provided in subsection (b) . 

(b) Bcfiisal to permit infection of certificate. Whenever any peddler 
refuses to exhibit the collector's certificate for peddlers on demand of any 
officer of internal revenue, said officer may seize the horse or mule, wagon, 
and contents, or pack, bundle, or basket, of any person so refusing; and 
the collector of the district in which the seizure occurs may, on ten days’ 
notice, published in any newspaper in the district, or served personally 
on the peddler, or at his dwelling house, require such peddler to show 
cause, if any he has, why the horses or mules, wagons, and contents, pack, 
bundle, or basket so seized shall not be forfeited. In case no sufficient 
cause is shown, proceedings for the forfeiture of the property seized shall 
be taken under the general provisions of the internal revenue laws relat- 
ing to forfeitures. 53 Stat. 236. 

§ 2155. Relanding unlawfully when shipped for export, penalty and 
forfeiture 

(a) Penalty. Every person who, with the intent to defraud the reve- 
nue laws of the United States, relands or causes to be relanded, within 
the jurisdiction of the United States, any manufactured tobacco, snuff, 
cigars, or cigarettes, which have been shipped for exportation under the 
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provisions of section 2135, vritliout properly entering such tobacco, snuff, 
cigars, or cigarettes at a customhouse, and paying the proper customs and 
internal revenue tax thereon, or who receives such relanded tobacco, 
snuff, cigars, or cigarettes, and every person who aids or abets in such 
relanding or receiving such tobacco, snuff, cigars, or cigarettes, shall, on 
conviction, be fined not exceeding 55,000, or imprisoned not more than 
three years; and 

(b) Forfeiture. All tobacco, snuff, cigars, cigarettes so relanded shall 
be forfeited to the XJnited States. 53 Stat. 236. 

§ 2156. Information, returns, and payment of tax, violations relating 
to; penalties 

(a) Any person required under this chapter to pay any tax, or required 
by law or regulations made under authority thereof to make a return, 
keep any records, or supply any information, for the purposes of the com- 
putation, assessment, or collection of any tax imposed by this chapter who 
willfully fails to pay such tax, make such return, keep such records, or 
supply such information, at the time or times required by law or regula- 
tions, shall, in addition to other penalties provided by law, be guilty of a 
misdemeanor and, upon conviction thereof, be fined not more than $10,- 
000, or imprisoned for not more than one year, or both, together with the 
costs of prosecution. 

(b) Any person required under this chapter to collect, account for and 
pay over any tax imposed by this chapter, who willfully fails to collect or 
truthfully account for and pay over such tax, and any person who willful- 
ly attempts in any manner to evade or defeat any tax imposed by this 
chapter or the payment thereof, shall, in addition to other penalties pro- 
vided by law, be guilty of a felony, and, upon conviction thereof, be fined 
not more than $10,000, or imprisoned for not more than five years, or 
both, together with the costs of prosecution. 

(c) Any person who willfully fails to pay, collect, or truthfully account 
for and pay over, any tax imposed by this chapter, or willfully attempts 
in any manner to evade or defeat any such tax or the payment thereof, 
shall, in addition to other penalties provided by law, be liable to a penalty 
of the amount of the tax evaded, or not paid, collected or accounted for 
and paid over, to be assessed and collected in the same manner as taxes 
are assessed and collected. No penalty shall be assessed under this sub- 
section for any offense for which a penalty may be assessed under authori- 
ty of section 3612. 

(d) The term ‘‘person"' as used in this section includes an officer or em- 
ployee of a corporation or a member or employee of a partnership, who as 
such officer, employee, or member Is under a duty to perform the act in 
respect of which the violation occurs. 53 Stat. 236. 


PABT II.— PENALTIES AND FOREEITUKES OF SPECIAL APPLICATION 
TO TOBACCO AND SNUFF 

§ 2160. Persons in general 

(a) Removal from factory improperly packed or stamped, penalty* 
Every person who removes from any manufactory, or from any place 
where tobacco or snuff is made, any manufactured tobacco or snuff with- 
out the same being put up in proper packages, or without the proper 
stamp for the amount of tax thereon being affixed and canceled, as re- 
quired by law, except for export as provided in section 2135, shall for 
each such offense, respectively, be fined not less than $1,000 nor mor® 
than $6,000, and be imprisoned not less than six mohtii^ nor more th an 
two years. 
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(b) Fse, sale, or po^^essiom witboot proper stamps, penalty. Every 
person who — 

(1) Uses, sells, or offers for sale, or has in possession, except in tbe 
manufactory, or wMle in transfer under bond from any manufactory for 
exportation to a foreign country, any manufactured tobacco or snuff, 
witbout proper stamps for tbe amount of tax thereon being affixed and 
canceled; or 

(2) Sells, or offers for sale, for consumption In the United States, any 
manufactured tobacco or snuff, or uses, or has in possession, except in 
the manufactory, or while in transfer under bond from any manufactory 
for exportation to a foreign country, any manufactured tobacco or snuff 
which has been inspected and removed for export; 

shall for each such offense, respectively, be fined not less than $1,000 
nor more than $5,000, and be imprisoned not less than six months nor 
more than two years. 

(c) Sal© when improperly packed or stamped, penalty. Every person 
who sells or offers for sale any snuff or any kind of manufactured tobacco 
not put up in packages and stamped as prescribed in this chapter, except 
at retail as provided in section 2104, shall be fined not less than $500 
nor more than $5,000, and imprisoned not less than six months nor more 
than two years. 

(d) Purchase or receipt for sale without proper brands or stamps, 
penalty. Every person who purchases, or receives for sale, any manu- 
factured tobacco or snuff which has not been branded or stamped accord- 
ing to law shall be liable to a penalty of $50 for each offense. 

(e) Affixing false or used stamps, penalty. Every person who affixes to 
any package containing tobacco or snuff, any false, forged, fraudulent, 
spurious, or counterfeit stamp, or a stamp which has been before used, 
shall be deemed guilty of a felony, and shall be fined not less than $1,000 
nor more than $5,000, and imprisoned not less than two years nor more 
than five years. 

(f) Willful n^lect or refusal to destroy stamps on emptied packages, 
penalty. Every person who willfully neglects or refuses to destroy the 
stamp or stamps on any empty box, bag, vessel, wrapper, or envelope of 
any kind which contained tobacco or snuff, as required in section 2103(e), 
shall for each such offense be fined $50 and imprisoned not less than ten 
days nor more than six months. 

(g) Reuse of stamps or emptied stamped packages, penalty. Every 
manufacturer or other person who — 

(1) Puts tobacco or snuff into any box, bag, vessel, wrapper, or en- 
velope which contained tobacco or snuff, the same having been either 
■emptied or partially emptied; or 

(2) Has in his possession any stamp which has been previously used; 
•or 

( 3 ) Afilxes to any box or other package any stamp which has been pre- 
viously used; 

shall for each offense be fined not less than $100 nor more than $&00 and 
imprisoned for not less than one year nor more than three years. 

(h) Absence of stamp, forfeiture. Manufactured tobacco or snuff con- 
tained in any package from which the proper stamp is absent shall be for- 
feited to the United States. 

(i) Trafficking in used stamps or emptied stamped packages, penalty. 
Every person who sells or gives away, or who buys or accepts from another 
any empty stamped box, bag, vessel, wrapper, or envelope of any kind, 
which contained tobacco or snuff, or the stamp or stamps taken from any 
:euch empty box, bag, vessel, wrapper, or envelope of any kind, shall, for 
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eacli sucii offense, be fined $100 and imprisoned for not less tban twenty 
days, and not more than one year. 

( J ) Fraudulent claim for drawback, penalty. If any person or persons 
shall fraudulently claim or seek to obtain an allowance or drawback of 
taxes on any manufactured tobacco, or shall fraudulently claim any 
greater allowance or drawback thereon than the tax actually paid, such 
person or persons shall forfeit triple the amount wrongfully or fraudulent- 
ly claimed or sought to be obtained, or the sum of $500, at the election of 
the Secretary, to be recovered as in other cases of forfeiture provided for 
in the internal revenue laws. 53 Stat. 237. 

§ 2161. Manufacturers 

(a) Manufacturing without bond, penalty. Every person who manu- 
factures tobacco or snuff of any description without first giving bond as 
reauired under section 2013, shall be fined not less than $1,000 nor more 
than $5,000, and imprisoned for not less than one nor more than five 
years. 

(b) Selling or iremoving without bond, forfeiture. Every manufac- 
turer of tobacco who removes, otherwise than as provided by law, or sells 
any tobacco or snufiT, without having given bond as required by law, shall, 
in addition to the penalties elsewhere provided by law for such offenses 
forfeit to the United States all the raw material and manufactured or 
partly manufactured tobacco and snuff, and all machinery, tools, imple- 
ments, apparatus, fixtures, boxes, and barrels, and all other materials 
which may be found in his possession, in his manufactory, or elsewhere. 

(c) Neglect or refusal to obtain certifica-te, penalty. Every manu- 
facturer of tobacco who neglects or refuses to obtain the certificate re- 
quired under section 2014, or to keep the same posted as provided in 
that section, shall be fined not less than $100 nor more than $500. 

(d) Neglect to put up sign, penalty. Every manufacturer of tobacco 
who neglects to place and keep on the side or end of the building wherein 
his business is carried on, so that it can be distinctly seen, the sign re- 
quired under section 2015 shall be fined not less than $100 or more than 
$500. 

(e) Refusal or willful neglect to deliver inventory, penalty. Whenever 
any person engaged in the manufacture of tobacco or snuff refuses or 
willfully neglects to deliver the inventory required under section 2017, 
be shall be fined not less than $500 nor more than $5,000, and imprisoned 
not less than 6 months nor more than 3 years. 

(f) Refusal or willful neglect to keep books, penalty. Whenever any 
person engaged in the manufacture of tobacco or snuff refuses or willful- 
ly neglects to keep the accounts required in section 2018, he shall be 
fined not less than $500 nor more than $5,000, and Imprisoned not less 
than six months nor more than three years. 

(g) Refusal or willful neglect to furnisb monthly abstract, penalty. 
Whenever any person engaged in the manufacture of tobacco or snuff 
refuses or willfully neglects to furnish the abstract required under section 
2019, he shall be fined not less than $600 nor more than $5,000, and im- 
prisoned not less than six months nor more than three years. 

(b) False or fraudulent entries of manufactures, sales or purcliases, 
forfeiture. Every manufacturer of tobacco who makes false or fraudulent 
entries of manufactures or sales of tobacco or snuff, pr makes false or 
fraudulent entries of the purchase or sales of leaf-tobacco, tobacco stems, 
or other material, shall in addition to the penalties provided by law for 
such offenses, forfeit to the United States all the raw material and manu- 
factured or partly manufactured tobacco and snuff, and all machinery, 
tools, Implements, apparatus, fixtures, boxes, and barrels, and all other 
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materials wMcli may be found in bis possession, in bis manufactory, or 
elsewhere. 

(i) HemoTal unlawfully or sale without proper stamps 

(1) Forfeiture. Every manufacturer of tobacco who removes, other- 
wise than as provided by law, or sells, without the proper stamps denoting 
the tax thereon, any tobacco or snuff, shall, in addition to the penalties 
elsewhere provided by law for such offenses, forfeit to the United States 
all the raw material and manufactured or partly manufactured tobacco 
and snuff, and all machinery, tools, implements, apparatus, fixtures, box- 
es and barrels, and all other materials which may be found in his posses- 
sion, in his manufactory, or elsewhere. 

(2) Penalty 

For penalties for snidi offenses, see section 2160. 

<j) Affixing false or used stamps 

(1) Forfeiture. Every manufacturer of tobacco who affixes any false, 
forged, fraudulent, spurious, or counterfeit stamp, or imitation of any 
stamp required by law, or any stamp required by law which has been pre- 
viously used, to any box or package containing any tobacco or snuff, shall, 
in addition to the penalties elsewhere provided by law for such offenses, 
forfeit to the United States all the raw material and manufactured or 
partly manufactured tobacco and snuff, and all machinery, tools, imple- 
ments, apparatus, fixtures, boxes, and barrels, and all other materials 
which may be found in his possession, in his manufactory, or elsewhere. 

(2) Penalty 

For penalties for such offenses, see section 2160(e). 

(k) Omission or removal of label, penalty. Every manufacturer of 
tobacco who neglects to print on or affix the label required under section 
2100(e) to any package containing tobacco or snuff manufactured by or 
for him, or sold or offered for sale by or for him, and every person who re- 
moves any such label so affixed from any such package, shall be fined $50 
for each package in respect to which such offense shall be committed. 

(Z) Collusion in case of manufacture on commission, shares, or con- 
tract. In case of fraud on the part of either of the persons referred to in 
section 2001(b) (1) or of any collusion on their part with intent to de- 
fraud the revenue — 

(l) Forfeiture. Such material and manufactured articles shall be 
forfeited to the United States; and 

(2) Penalty. Each party to such fraud or collusion shall be deemed 
guilty of a misdemeanor, and be fined not less than $100 nor more than 
$5,000, and imprisoned for not less than six months nor more than three 
years. 

(m) Offenses not specifically covered. If any manufacturer of tobacco 
shall knowingly or willfully omit, neglect, or refuse to do or cause to be 
done any of the things required by law in the carrying on or conducting 
of his business, or shall do anything by this chapter prohibited, if there 
be no specific penalty or punishment imposed by any other section of this 
chapter for the neglecting, omitting, or refusing to do, or for the doing, 
or causing to be done the thing required or prohibited — 

( 1 ) Penalty. He shall pay a penalty of $ 1 , 0 0 0 ; and 

(2) Forfeiture. All tobacco found in his manufactory shall be for- 
feited to the United States. 53 Stat, 238. 

§ 2162. Dealers in leaf tobacco, penalties 

(a) Every dealer in leaf tobacco who neglects or refuses to — 

(1) Statement. Furnish the statement required under section 2052; 
or 
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(2) Bond. Give the bond required under section 2053; or 

(S) Inveoatory. File the inventory required under section 2055; or 

(4) Records and invoices. Keep the records and render the invoices 
required under section 2056; or 

(5) Monthly reports. Render the returns or reports required under 
section 2057; or 

(6) Storage notice. Notify the collector of the district of additions 
to his places of storage as required under section 2052; 

shall be fined not less than $100 or more than $500, or imprisoned not 
more than one year, or both. 

(b) Every dealer in leaf tobacco who — • 

(1) Unlawful shipment or delivery. Ships or delivers leaf tobacco, ex- 
cept as provided in section 2059 ; or 

(2) Fraudulent omission to account. Fraudulently omits to account 
for tobacco purchased, received, sold or shipped, 

shall be fined not less than $100 nor more than $500 or imprisoned not 
more than one year, or both. 53 Stat. 240. 

§ 216d. Customs oflficers 

Every officer of customs who permits any manufactured tobacco or 
snuff imported from foreign countries to pass out of his custody or control 
without compliance by the owner or importer thereof with the provisions 
of section 2130(a), shall be fined not less than $1,000 nor more than 
$5,000, and imprisoned not less than six months nor more than three years 
53 Stat. 240. 


PART III,—PENALTIBS AND FORFEITURES OF SPECIAL APPLICATION 
TO CIGARS AND CIGARETTES 

Bubpart A . — Persons in General 


§ 2170. Unlawful boxing, penalty and forfeiture 

(a) Penalty. Every person who — 

(1) Packing incorrect number. Packs in any box any cigars or ciga- 
rettes in excess of or less than the number provided by law to be put in 
each box respectively; or 

(2) Sale or delivery in unauthorized boxes. Sells, or offers for sale, 
delivers or offers to deliver, any cigars or cigarettes in any other form 
than in new boxes as described in section 2111(a), except at retail by re- 
tail dealers from boxes packed, stamped, and branded in the manner pre- 
scribed by law; or 

(3) False branding. Falsely brands any box; or 

(4) Stamps showing incorrect tax. Aflixes a stamp on any box de- 
noting a less amount of tax than that required by law; 

shall be fined for each offense not more than $1,000 and be imprisoned not 
more than two years. 

(b) Forfeiture. Whenever any cigars or cigarettes are sold, or of- 
fered for sale, not properly boxed and stamped, they shall be forfeited to 
the United States: Provided,, That cigars or cigarettes packed expressly for 
export, and which shall be exported to a foreign country under the restric- 
tions and regulations prescribed by the Commissioner, and approved by 
the Secretary, shall be exempt from the provisions of this subsection. 63 
Stat. 241. 
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g 2171. Unlawful removal from mamifactory, forfeiture and penalty 

(a) Forfeiture. Wlieiiever any cigars or cigarettes are removed from 
any manufactory, or place where cigars or cigarettes are made, without — 

(1) FacMng. Being packed in boxes as required by the provisions of 
this chapter; or 

(2) Stamping. The proper stamp thereon denoting the tax; or 

(S) Branding. Stamping, indenting, burning, or impressing, into each 
box, in a legible and durable manner, the number of the cigars or cigarettes 
contained therein, the number of the manufactory, and the number of the 
district and the State; or 

(4) Affixing and canceling stamp. Properly affixing to the box and 
canceling the stamp denoting the tax; 
they shall be forfeited to the United States. 

(b) Penalty 

(1) Boxing and stamping. Every person who removes from the place 
of manufacture any cigars or cigarettes not properly boxed and stamped 
as required by law, shall be deemed guilty of a felony, and shall be fined 
not less than $100 nor more than $1,000, and imprisoned not less than six 
months nor more than three years. 

(2) Other acts. Every person who commits any of the offenses de- 
scribed in subsection (a) of this section or subsection (b) of section 2170 
shall be fined for each such offense not less than flOO nor more than 
$1,000, and imprisoned not less than six months nor more than two years. 

(c) Exemption in case of exportation. Cigars or cigarettes packed ex- 
pressly for export and which shall be exported to a foreign country under 
the restrictions and regulations prescribed by the Commissioner, and ap- 
proved by the Secretary, shall be exempt from the provisions of this sec- 
tion. 63 Stat. 241. 

§ 2172. Fraudulent nse of stamps, penalty 

Every person who — 

(a) Packing in boxes bearing false stamps. Packs cigars or cigarettes 
in any box bearing a false or fraudulent or counterfeit stamp; or 

(h) A ffixing false stamps. Affixes to any box containing cigars or 
cigarettes a stamp in the similitude or likeness of any stamp required to 
be used by the laws of the United States, whether the same be a customs 
or internal revenue stamp; or 

(c) Removal of stamps. Removes, or causes to be removed, from any 
box any stamp denoting the tax on cigars, or cigarettes, with intent to use 
the same; or 

(d) Reuse of stamps. Uses or permits any other person to use any 
stamp so removed; or 

(e) Trafficking in nsed stamps. Receives, buys, sells, gives away, or 
has in his possession any stamp so removed; or 

(f) Other fraudulent uses. Makes any other fraudulent use of any 
stamp intended for cigars or cigarettes, 

shall be deemed guilty of a felony, and shall be fined not less than $100 
nor more than $1,000, and imprisoned not less than six months nor more 
than three years. 63 Stat. 242. 

§ 2173. Unlawful purchase, receipt, possession, or sale, penalties 

(a) Cigars not tax-paid. Every person who buys, receives, or has in 
his possession any cigars or cigarettes on which the tax to which they are 
liable has not been paid, shall be deemed guilty of a felony and shall be 
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fined not less tlian $100 nor more than $1,000, and Imprisoned not less 
than six months nor more than three years. 

(b) Cigars not properly branded or stamped. Every person who pur- 
chases or receives for sale any cigars or cigarettes which have not been 
branded or stamped according to law, shall be liable to a penalty of $50 
for each such offense. 53 Stat. 242. 

§ 2174. Sale of imported cigars improperly packed and stamped, 
penalty 

Every person who sells or offers for sale any imported cigars or ciga- 
rettes, or cigars or cigarettes purporting or claimed to have been import- 
ed, not put in packages and stamped as provided by this chapter, shall be 
fined not less than $500 nor more than $5,000, and be imprisoned not less 
than six months nor more than two years. 53 Stat. 242, 

§ 2175, Absence of stamp, forfeiture 

In case of the absence of the proper revenue stamp on any box of cigars 
or cigarettes sold, or offered for sale, or kept for sale, such cigars or 
cigarettes shall be forfeited to the United States. 53 Stat, 242. 

§ 2176. Empty boxes 

(a) Penalties 

(1) Destruction of stamps. Any person who willfully neglects or re- 
fuses to destroy, as required in section 2112(e), the stamps on any empty 
stamped box which contained cigars or cigarettes, shall, for each such of- 
fense, be fined not exceeding $50 and imprisoned not less than ten days 
nor more than six months. 

(2) l^rafiOlckmg. Any person who fraudulently gives away or accepts 
from another, or who sells or buys for packing cigars or cigarettes, any 
empty stamped box which contained cigars or cigarettes, shall, for each 
such offense, be fined not exceeding $100 and be imprisoned not more 
than one year. 

(3) Refilling. Any person who uses for packing cigars or cigarettes 
any empty stamped box which contained cigars or cigarettes, shall, for 
each such offense, be fined not exceeding $100 and be imprisoned not more 
than one year. 

(b) Destruction. Any revenue officer may destroy any emptied cigar 
or cigarette box upon which a cigar or cigarette stamp Is found. 63 Stat. 
242. 


§ 2177. Fraudulent claim for drawback, penalty 

For penalty imposed in the case of fraudulent claims for drawback, see section 

3326. 

53 Stat. 243, 


Buhpart B . — Manufacturers and Customs Officers 

§ 21S0. Manufacturers 

(a) Manufacturing without bond, penalty. Every person who manu- 
factures cigars or cigarettes of any description without first giving bond as 
required in section 2033, shall be fined not less than $100 nor more than 
$5,000, and imprisoned not less than three months nor more than five 
years. 

(b) Selling or removiiig without bond, forfeiture. Every manufac- 
turer of cigars or cigarettes who removes or sells any cigars or cigarettes 
without having given bond as such manufacturer, shaU, in addition to the 
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penalties elsewhere provided in this chapter for such oflcenses, forfeit to the 
United States all raw material and manufactured or partly manufactured 
tobacco, cigars, and cigarettes, and all machinery, tools, implements, ap- 
paratus, fixtures, boxes, barrels, and all other materials which shall be 
found in his possession, or in his manufactory, and used in his business 
as such manufacturer, together with his estate or interest in the building 
or factory, and the lot or tract of ground on which such building or fac- 
tory is located, and all appurtenances thereunto belonging. 

(c) Neglect to put up sign, penalty. Any manufacturer of cigars or 
cigarettes neglecting to place and keep on the side or end of the building 
within which his business is carried on, so that it can be distinctly seen, the 
sign required under section 2034 shall, on conviction, be fined not less 
than $100 nor more than $500. 

(d) Refusal or willful neglect to deliver inventory, penalty. In case 
any person engaged in the manufacture of cigars or cigarettes refuses or 
willfully neglects to deliver the inventory required under section 2036, 
he shall be fined not less than $500 nor more than $5,000, and imprisoned 
not less than six months nor more than three years. 

(e) Refusal or willful neglect to keep books, penalty. In case any 
person engaged in the manufacture of cigars or cigarettes refuses or will- 
fully neglects to keep the account required under section 2037, he shall 
be fined not less than $500 nor more than $5,000, and imprisoned not less 
than six months nor more than three years. 

(f) Refusal or willful neglect to furnish a monthly abstract, penalty. 
In case any person engaged in the manufacture of cigars or cigarettes re- 
fuses or willfully neglects to furnish the abstract required under section 
2038, he shall be fined not less than $500 nor more than $5,000, and im- 
prisoned not less than six months nor more than three years. 

(g) Sale or removal without proper stamps 

(1) Forfeiture. Every manufacturer of cigars or cigarettes who re- 
moves or sells any cigars or cigarettes without the proper stamps denot- 
ing the tax thereon shall, in addition to the penalties elsewhere provided 
in this chapter for such offenses, forfeit to the United States all raw ma- 
terial and manufactured or partly manufactured tobacco, cigars and ciga- 
rettes, and all machinery, tools, implements, apparatus, fixtures, boxes, 
barrels, and all other materials which shall be found in his possession or in 
his manufactory, and used in his business as such manufacturer, together 
with his estate or interest in the building or factory, and the lot or tract 
of ground on which such building or factory is located, and all appurte- 
nances thereunto belonging. 

(JS) Penalty 

For penalties for sncli offenses, see section 2171(b). 

(h) False entades, forfeiture. Every manufacturer of cigars or ciga- 
rettes who makes false or fraudulent entries of the manufacture or sale 
of any cigars or cigarettes, or makes false or fraudulent entries of the 
purchase or sale of leaf tobacco, tobacco stems, or other material used in 
the manufacture of cigars or cigarettes, shall, in addition to the penalties 
elsewhere provided in this title for such offenses, forfeit to the United 
States all raw material and manufactured or partly manufactured tobacco, 
cigars and cigarettes, and all machinery, tools, implements, apparatus, 
fixtures, boxes, barrels, and all other materials which shall he found in 
his possession, or in his manufactory, and used in his business as such 
manufacturer, together with his estate or interest in the building or fac- 
tory, and the lot or tract of ground on which such building or factory is 
located, and aU appurtenances thereunto belonging. 
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(1) Affixing false or fraudulent stamps 

(1) Forfeiture. Every manufacturer of cigars or cigarettes wlio affix- 
es any false, forged, spurious, fraudulent, or counterfeit stamp, or imita- 
tion of any stamp, required by law to any box containing any cigars or 
cigarettes, shall, in addition to the penalties elsewhere provided for such 
offenses, forfeit to the United States all raw material and manufactured 
or partly manufactured tobacco, cigars, and cigarettes, and all machinery, 
tools, implements, apparatus, fixtures, boxes, barrels, and all other ma- 
terials which shall be found in his possession, or in his manufactory, and 
used in his business as such manufacturer, together with his estate or 
interest in the building or factory, and the lot or tract of ground on which 
such building or factory is located, and all appurtenances thereunto be- 
longing. 

(2) Penalty 

For penalty for such offense, see section 2172(b). 

(j) Omission or removal of label, penalty. Every manufacturer of ci- 
gars or cigarettes who neglects to affix the label required under section 
2111(d) (1) to any box containing cigars or cigarettes made by or for 
him, or sold or offered for sale by or for him, and every person who re- 
moves any such label, so affixed, from any such box. shall be fined $50 
for each box in respect to which such offense is committed. 

(k) Collusion in case of manufacture on commission, shares, or con- 
tract. In case of fraud on the part of either of the persons referred to in 
section 2001(b) (2), or of any collusion on their part with Intent to de- 
fraud the revenue — 

(l) Forfeiture. Such material, cigars, or cigarettes shall be forfeited 
to the United States; and 

(2) Penalty. Every person engaged in such fraud or collusion shall 
be fined not less than $100 nor more than $5,000, and imprisoned for not 
less than six months nor more than three years. 

(1) Offenses not speciffcally covered. If any manufacturer of cigars or 
cigarettes shall knowingly or willfully omit, neglect, or refuse to do or 
cause to be done any of the things required by law in the carrying on or 
conducting of his business, or shall do anything by this title prohibited, 
if there be no specific penalty or punishment imposed by any other section 
of this chapter for the neglecting, omitting, or refusing to do, or for the 
doing or causing to be done the thing required or prohibited — 

(1) Penalty. He shall pay a penalty of $1,000; and 

(2) Forfeiture. All tobacco, cigars, or cigarettes found in his manu- 
factory shall be forfeited to the United States. 53 Stat. 243. 

§ 2181. Customs officers 

Every officer of customs who permits any cigars or cigarettes Imported 
into the United States from foreign countries to pass out of his custody 
or control, without compliance by the owner or importer thereof with the 
provisions of section 2130(b), shall be fined not less than $1,000 nor 
more than $5,000, and imprisoned not less than six months nor more than 
three years, 53 Stat. 245. 


SUBCHAPTER F. — ^MISCELLANEOUS PROVISIONS 

§ 2190. Bisiiosal of forfeited tobacco, suuff, cigars^ and c^arettes 
In case it shall appear that any abandoned, condemned, or forfeited 
tobacco, snuff, cigars, or cigarettes, when offered for sale, will not bring 
a price equal to the tax due and payable thereon, such goods shall not be 
sold for consumption in the United States; and upon application made to 
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the Commissioner, lie is autliorized to order tlie destruction of sucli tobac- 
co, snuff,, cigars, or cigarettes by the officer in whose custody and control 
the same may be at the time, and in such manner and under such regu- 
lations as the Commissioner may prescribe, or he may, under such regula- 
tions, order delivery of such tobacco, snuff, cigars, or cigarettes, without 
payment of any tax, to any hospital maintained by the United States for 
the use of present or former members of the military or naval forces of 
the United States. 53 Stat. 245, 

§ 2191. Ihspectian of cigars and cigarettes 

The Commissioner may prescribe such regulations for the inspection 
of cigars and cigarettes and the collection of the tax thereon, as he may 
deem most effective for the prevention of frauds in the payment of such 
tax. 53 Stat 245. 

§ 2192. Inspection of peddler’s certificate 

Any internal revenue agent may demand production of and inspect the 
collector’s certificate for peddlers. 53 Stat 245. 

§ 219S. Record of manufactnrers 

(a) Tobacco and snuff. Every collector shall keep a record, in a book 
or books provided for that purpose, to be open to the inspection of only 
the proper officers of internal revenue, including deputy collectors and 
internal revenue agents, of the name and residence of every person en- 
gaged in the manufacture of tobacco or snuff in his district, the place 
where such manufacture is carried on, and the number of the manufac- 
tory; and he shall enter in said record, under the name of each manu- 
facturer, a copy of every inventory required by law to be made by such 
manufacturer, and an abstract of his monthly returns. 

(b) Cigars and cigarettes. Every collector shall keep a record, In a 
book provided for that purpose, to be open to the inspection of only the 
proper officers of internal revenue, including deputy collectors and internal 
revenue agents, of the name and residence of every person engaged in the 
manufacture of cigars or cigarettes in his district, the place where such 
manufacture is carried on, and the number of the manufactory; and he 
shall enter in said record, under the name of each manufacturer an 
abstract of his inventory and monthly returns. 53 Stat. 245. 

§ 2194. Recoils, statements, and returns 

Every person liable to any tax imposed by this chapter, or for the col- 
lection thereof, shall keep such records, render under oath such state- 
ments, make such returns, and comply with such rules and regulations, 
as the Commissioner with the approval of the Secretary, may from time to 
time prescribe. 63 Stat. 245. 

§ 2195. Buies and regulations 

For authority of the Commissioner, with the approval of the Secretary, to prescribe 
and publish all needful rules and regulations for the enforcement of this chapter, see 
section 3791. 

53 Stat. 246. 

§ 2196. Other laws applicable 

All administrative, special, or stamp provisions of law, including the 
law relating to the assessment of taxes, so far as applicable, shall be ex- 
tended to and made a part of this chapter. 63 Stat. 246. 

§ 2197. Territorial extent of law 

(a) In general. The internal revenue laws imposing taxes on tobacco, 
snuff, cigars, or cigarettes shall be held to extend to such articles produced 
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anywhere within the exterior boundaries of the United States, whether 
the same be within a collection district or not. 

(b) Exportation free of internal revenue tax. The shipment or deliv- 
ery of manufactured tobacco, snuff, cigars, cigarettes, or cigarette papers 
or tubes for consumption beyond the jurisdiction of the internal revenue 
laws of the United States, as defined by subsection (a), shall be deemed 
exportation within the meaning of the internal revenue laws applicable to 
the exportation of such articles without payment of internal revenue tax. 
53 Stat. 246, amended Oct. 21, 1942, 4:30 p. m., E. W. T., c. 619, Title VI, 
§ 605(e), 66 Stat. 975. 


Historical Note 


1943 Amendment. Sub sec. (b) amend- 
ed by Act Oct. 21, 1942, which inserted 
**or cigarette papers or tubes.” 

Effective Bate of 1943 Amendmecat. 
Act Oct. 21, 1942, was made effective on 
the first day of the first month which be- 
gan more than ten days after Oct, 21, 


1942, 4 :30 p. m., by section 691 

thereof. 

Text of Amendatory Revenue Acts, 
Complete original text of Revenue Acts 
amending this section, 1939 to date, see 
volumes “Title 26— Internal Revenue 
Acts”. 


§ 2198. Redemption of stamps on packages withdrawn from market 
Internal-revenue stamps affixed to packages of tobacco, snuff, cigars, 
or cigarettes which, after removal from factory or custom-house for con- 
sumption or sale, the manufacturer or importer withdraws from the mar- 
ket, may, under regulations prescribed by the Commissioner of Internal 
Revenue with the approval of the Secretary of the Treasury, be redeemed 
if issued after December 31, 1931, and if claim for their redemption is 
presented by the manufacturer or importer within three years after the 
year of issue as indicated by the number or symbol printed thereon by the 
Government, irrespective of the date of their purchase. Stamps of any 
issue shall not be sold until those of the previous year’s issue have been 
disposed of or later than one year after the year of issue. 53 Stat. 246. 


§ 2199. Cross references 

For general provisions relating to stamps, information and returns, assessment, 
collection, and refunds, see sections 3300 to 3313 and chapters 34 to 37, inclusive. 

63 Stat. 246. 
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CHAPTER 16.— OLEOMARGARINE, ADULTERATED 
BUTTER, AND PROCESS OR RENOVATED 
BUTTER 

SUBCHAPTER A.— OLEOMARGARINE 


Se<s. 

2300. Oleomargarine defined. 

2301. Repealed. 

2302. Manufacturers. 

2303. Wholesale dealers. 

2304. Retail dealers. 

2305. Stamps on emptied packages. 

2306. Importation. 

2307. Exportation. 

2308. Penalties. 

2309. Forfeitures. 

2310. Recovery of penalties and forfeitures. 

2311. Commissioner's decisions. 

2312. Chemists and microscopists. 

2313. ToBacco stamp laws applicable. 

2314. Regulations. 

SUBCHAPTBR B.— ADULTERATED AND PROCESS OR 
RENOVATED BUTTER 

2320. Definitions. 

2321. Tax. 

2322. Manufacturers. 

2323. Dealers in adulterated butter. 

2324. Books and returns of wholesale dealers In adulterated and process 

or renovated butter. 

2325. Inspection of process or renovated butter. 

2326. Penalties. 

2327. Other laws applicable. 


SUBCHAPTER A.— OLEOMARGARINE 
§ 2SOO. Oleomargarine defined 

For the purposes of this chapter, and of sections 3200 and 3201, certain 
manufactured substances, certain extracts, and certain mixtures and com- 
pounds, including such mixtures and compounds with butter, shall be 
known and designated as ‘^oleomargarine," namely: All substances 
known prior to August 2, 1886, as oleomargarine, oleo, oleomargarine oil, 
butterine, lardine, suine, and neutral; all mixtures and compounds of 
oleomargarine, oleo, oleomargarine oil, butterine, lardine, suine, and 
neutral; all lard extracts and tallow extracts; and all mixtures and com- 
pounds of tallow, beef fat, suet, lard, lard oil, fish oil or fish fat, vegetable 
oil, annatto, and other coloring matter. Intestinal fat, and offal fat; — ^i£ 
(1) made in imitation or semblance of butter, or (2) calculated or intend- 
ed to be sold as butter or for butter, or (3) churned, emulsified, or mixed 
in cream, milk, water, or other liquid, and containing moisture in excess 
of 1 per centum or common salt. This section shall not apply to puff- 
pastry shortening not churned or emulsified in milk or cream, and having 
a melting point of one hundred and eighteen degrees Fahrenheit or more, 
nor to any of the following containing condiments and spices: salad 
dressings, mayonnaise dressings, or mayonnaise products nor to liquid 
emulsion, pharmaceutical preparations, oil meals, liquid preservatives, 
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illuminatinf oils, cleansing compounds, or flavoring compounds. 53 Stat. 
247. 

Historical Koto 


BefereBces In Teact. Sections 3200 and 
3201, referred to in the text, which sub- 
jected manufacturers, wholesale dealers 
and retail dealers of oleomargarine to a 


special occupational tax and proTided 
penalties for the non-payment thereof, 
were repealed by Act Mar. 16, 3950, c. 
61, § 2, 64 Stat. 20, eft July 1, 1950. 


§ 2S01. Repealed. Mar. 16, 1950, c. 61, § 1, 64 Stat. 2JO, eff. ifuly 1, 
1950. 

Historical Kote 

Section Frior to Repeal: ‘*(b) By whom paid. The tax levied by 


«§ 2301. Tax 

*‘(a> Bat© 

“(1) Upon oleomargarine which shall 
be manufactured and sold, or removed 
for consumption or use, there shall be as- 
sessed and collected a tax at the rate of 
one-fourth of 1 cent per pound; except 
that such tax shall be at the rate of 10 
cents per pound in the case of oleo- 
margarine which is yellow in color. 

“(2) For the purposes of paragraph (1), 
oleomargarine shall be held to be yellow 
in color when it has a tint or shade 
containing more than one and six-tenths 
degrees of yellow, or of yellow and red 
collectively, but with an excess of yellow 
over red, measured in the terms of the 
Lovibond tintometer scale or its equiva- 
lent. Such measurements shall be made 
under regulations prescribed by the Com- 
missioner, with the approval of the Sec- 
retary, and such regulations shall provide 
that the measurements shall be applied in 
such manner and under such conditions 
as will, in the opinion of the Commis- 
sioner, insure as nearly as practicable 
that the result of the measurement will 
show the color of the oleomargarine under 
the conditions under which it is custom- 
arily offered for sale to the consumer. 


subsection (a) shall be paid by the man- 
ufacturer. 

**(c) How paid 

“(1) Stamps. The tax levied by sub- 
section (a) shall be represented by coupon 
stamps. 

‘"(3) Assessment. Whenever any manu- 
facturer of oleomargarine sells, or re- 
moves for sale or consumption, any oleo- 
margarine upon which the tax is required 
to be paid by stamps, without the use of 
the proper stamps, it shall be the duty of 
the Commissioner, subject to the limita- 
tions prescribed in section 3312, upon 
satisfactory proof, to estimate the amount 
of tax which has been omitted to be paid, 
and to make an assessment therefor and 
certify the same to the collector. The tax 
so assessed shall be in addition to the 
Iienalties imposed by law for such sale 
or removal. 

•^(d) Special tax 

“For special tax •in manufacturers, 
wholesale and retail dealers, see section 
3200. 

‘‘(e) Imported oleomargarine 

“For tax on imported oleomargarine, 
see section 2306. 

“53 Stat. 24S.” 


§ 2302. Manufacturers 

(a) Definition. Every person who manufactures oleomargarine for 
sale shall be deemed a manufacturer of oleomargarine. And any person 
that sells, vends, or furnishes oleomargarine for the use and consump- 
tion of others, except to his own family table without compensation, who 
shall add to or mix with such oleomargarine any substance which causes 
such oleomargarine to be yellow in color, determined as provided in para- 
graph 2 of section 2301(a), shall also be held to be a manufacturer of 
oleomargarine within the meaning of this chapter or section 3200 or 3201 
of chapter 27, and subject to the provisions thereof. 

(h) Packmg requirements 

(1) Kind and weight of packages. All oleomargarine shall be packed 
by the manufacturer thereof in firkins, tuba, or other wooden, tin-plate, 
or paper packages, not before used for that purpose, containing, or en- 
cased in a manufacturer's package made from any of such materials of, 
not less than ten pounds. 

(2) Marks and stamps. The packages described in pa:ragraph (1) shall 
be marked, stamped, and branded as the Commissioner, with the approval 
of the Secretary, shall prescribe; and all sales ihade by manufacturers of 
oleomargarine bhall be in briglnal stamped packages. 

^ (3) OfWitiqn Every manufacturer of oleomargarine shall secure- 

ly affix, by parting, on each packag^. containing oleomargarine manufao-^' 
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tured by Mm, a label on wbich shall be printed, besides the number of 
the manufactory and the district and State in which it is situated, these 
words; “Notice. — The manufacturer of the oleomargarine herein con- 
tained has complied with all the requirements of law. Every person is 
cautioned not to use either this package again or the stamp thereon again, 
nor to remove the contents of this package without destroying said stamp, 
under the penalty provided by law in such cases.'' 

(c) Books and returns. Every manufacturer of oleomargarine shall 
hie with the collector of the district in which his manufactory is located 
such notices, inventories, shall keep such books, and render such returns 
of materials and products, and conduct his business under such surveil- 
lance of officers and agents as the Commissioner, with the approval of the 
Secretary, may, by regulation, require. 

(d) Factory mimber and signs. Every manufacturer of oleomargarine 
shall put up such signs and affix such number to his factory as the Com- 
missioner, with the approval of the Secretary, may, by regulation, require. 

<e) Bonds. Every manufacturer of oleomargarine shall file with the 
collector of the district in which his manufactory is located such bonds 
as the Commissioner, with the approval of the Secretary, may, by regula- 
tion, require. But the bond required of such manufacturer shall be with 
sureties satisfactory to the collector, and in a penal sum of not less than 
$5,000; and the sum of said bond may be increased from time to time, 
and additional sureties required at the discretion of the collector, or under 
instructions of the Commissioner. 53 Stat. 248. 

Historical Note 

References in Text. Paragraph 2 of and retail dealers of oleomargarine to a 
section 2301(a) and sections 3200 and 3201 special occupational tax and provided 
of chapter 27, referred to in subsec. (a), penalties for the non-payment thereof, 
which defined yellow margarine and sub- were repealed by Act Mar. 10, 1950, c. 01, 
jected manufacturers, wholesale dealers |§ 1, 2, 64 Stat. 20, efC. July 1, 1950. 

§ 2S03. Wholesale dealers 

(a) Definition. Every person who sells or offers for sale oleomargarine 
in the original manufacturer's packages shall be deemed a wholesale dealer 
in oleomargarine. 

(b) Selling requirements. All sales made by wholesale dealers in 
oleomargarine shall be in original stamped packages. 

(c) Books and returns. Wholesale dealers in oleomargarine shall keep 
such books and render such returns in relation thereto as the Commission- 
er, with the approval of the Secretary, may, by regulation, require; and 
such books shall be open at all times to the inspection of any internal reve- 
nue officer or agent. 63 Stat. 249. 

§ 2304. Retail dealers 

(a) Definition. Every person who sells oleomargarine in less quantities 
than ten pounds at one time shall be regarded as a retail dealer in oleo- 
margarine. 

(b) Packing and selling requirements. Retail dealers in oleomargarine 
must* sell only from original stamped packages, in quantities not exceed- 
ing ten pounds, and shall pack, or cause to be packed, tbe oleomargarine 
sold by them in suitable wooden, tinplate, or paper packages which shall be 
marked and branded as the Commissioner, with the approval of the Secre- 
tary, shall prescribe. 63 Stat. 249. 

g 23D5. Stamps on emptied packages 

Whenever any stamped package containing oleomargarine Is emptied, 
it shall be the duty of the person in whose hands the same is to destroy 
utterly the stamps thereon. Any revenue officer may destroy any emptied 
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oleomargarine package upon wMck tlie tax-paid stamp is found, 53 Stat* 
249. 


§ 2306. Importatioii 

Ail oleomargarine imported from foreign countries shall, In addition 
to any import duty imposed on the same, pay an internal revenue tax of 
15 cents per pound, such tax to be represented by coupon stamps as in 
the case of oleomargarine manufactured in the United States. The stamps 
shall be affixed and canceled by the owner or importer of the oleomargarine 
while it is in the custody of the proper customhouse officers; and the 
oleomargarine shall not pass out of the custody of said officers until the 
stamps have been so affixed and canceled, but shall be put up in wooden 
packages, each containing not less than ten pounds, as prescribed in this 
chapter for oleomargarine manufactured in the United States, before the 
stamps are affixed; and the owner or importer of such oleomargarine shall 
be liable to all the penal provisions of this chapter prescribed for manu- 
facturers of oleomargarine manufactured in the United States. When- 
ever it is necessary to take any oleomargarine so imported to any place 
other than the public stores of the United States for the purpose of affixing 
and canceling such stamps, the collector of customs of the port where such 
oleomargarine is entered shall designate a bonded warehouse to which it 
shall be taken, under the control of such customs officer as such collector 
may direct. 53 Stat. 250. 

§ 2307. Exportation 

Oleomargarine may be removed from the place of manufacture for 
export to a foreign country without payment of tax or affixing stamps 
thereto, under such regulations and the filing of such bonds and other 
security as the Commissioner, with the approval of the Secretary, may 
prescribe. Every person who shall export oleomargarine shall brand upon 
every tub, firkin, or other package containing such article the word 
Oleomargarine,” in plain Roman letters not less than one-half inch 
sguare. 53 Stat. 250. 

§ 2308. Penalties 

<a) False branding; selling, packing, or stamping in violation of law. 
Every person who knowingly sells or offers for sale, or delivers or offers 
to deliver, any oleomargarine in any other form than in new wooden, tin- 
plate, or paper packages as described in section 2302(b) (1) and (2) or 
who packs in any package any oleomargarine in any manner contrary to 
law, or who falsely brands any package or affixes a stamp on any package 
denoting a less amount of tax than that required by law shall be fined 
for each offense not more than $1,000, and be imprisoned not more than 
two years. 

(b) Omission or removal of label. Every manufacturer of oleo- 
margarine who neglects to affix the label described in section 2302 (b) 
(3) to any package containing oleomargarine made by him, or sold or 
offered for sale by or for him, and every person who removes any such 
label so affixed from any such package, shall be fined $50 for each package 
in respect to which such offense is committed. 

(c) Removal or defacement of stamps, marks, or brands. Any person 
who shall willfully remove or deface the stamps, marks, or brands on a 
package containing oleomargarine taxed as provided in this subchapter 
shall be guilty of a misdemeanor, and shall be punished by a fine of not 
less than $100 nor more than $2,000, and by imprisonment for not less 
than thirty days nor more than six months. 

(d) Fraud by manufacturers. Whenever any person engaged In carry- 
ing on the business of manufacturing oleomargarine defrauds# or attempts 
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to defraud, the United States of the tax on the oleomargarine produced 
by him, or any part thereof, he shall be fined not less than $500 nor more 
than $5,000, and be imprisoned not less than six months, nor more than 
three years. 

(©) Purchasing when not properly branded or stamped* Every person 
who knowingly purchases or receives for sale any oleomargarine which 
has not been branded or stamped according to law shall be liable to a 
penalty of $50 for each such offense. 

(f ) Purchasing from manufacturer who has not paid special tax. Every 
person who knowingly purchases or receives for sale any oleomargarine 
from any manufacturer who has not paid the special tax required under 
subsection (a) of section 3200 of chapter 27 shall be liable for each offense 
to a penalty of $100. 

(g) Empty packages 

(1) Failure to destroy stamps. Any person who willfully neglects or 
refuses to destroy utterly the stamps on any empty package which con- 
tained oleomargarine shall for each such offense be fined not exceeding 
$50, and imprisoned not less than ten days nor more than six months; 
and 

(a) Traffickiiig. Any person who fraudulently gives away or accepts 
from another, or who sells, buys, or uses for packing oleomargarine, any 
such stamped package, shall for each such offense be fined not exceeding 
$100, and be imprisoned not more than one year. 

(h) Failure of wholesale dealers to keep or permit infection of books, 
or to render returns. Any person who willfully violates any of the provi- 
sions of subsection (c) of section 2303 shall for each such offense be fined 
not less than $50 and not exceeding $500, and imprisoned not less than 
thirty days nor more than six months. 

(1) Imported oleomargarine 

(I) Failure of customs officer to comply with law. Every officer of 
customs who permits any imported oleomargarine to pass out of his cus- 
tody or control without compliance by the owner or importer thereof with 
the provisions of section 2306 relating thereto, shall be fined not less than 
$1,000 nor more than $5,000, and imprisoned not less than six months nor 
more than three years. 

(S) Sale when improperly packed or stamped. Every person who 
sells or offers for sale any imported oleomargarine, or oleomargarine pur- 
porting or claimed to have been Imported, not put up in packages and 
stamped as provided by this subchapter, shall be fined not less than $500 
nor more than $5,000, and be imprisoned not less than six months nor 
more than two years. 

(J) Offenses not specifically covered. If any manufacturer of oleomar- 
garine, any dealer therein or any importer or exporter thereof shall 
knowingly or willfully omit, neglect, or refuse to do, or cause to be done, 
any of the things required hy law in the carrying on or conducting of his 
business, or shall do anything by this subchapter or chapter 27 prohibited, 
if there be no specific penalty or punishment imposed by any other provi- 
sion of this subchapter or chapter 27 for the neglecting, omitting, or 
refusing to do, or for the doing or causing to be done, the things required 
or prohibited, he shall pay a penalty of $1,000. 53 Stat. 260. 

Historical Note 

Befermces la Text. Subsection (a) of cupational tax, wasf repealed by Act Mar. 
section 3200 of chapter 27, referred to in 16, 1950, c. 61, $ 2, 64 Stat^ 20, eft." July 1, 
subsec. (f), which subjected manufac- 1950. 
turera of oleomargarine to a special oc- 
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§ 2809. Forfeitures 

(a) Special tax on manttfacturer unpaid. Every person who know- 
ingly purchases or receives for sale any oleomargarine from any manu- 
facturer who has not paid the special tax required under subsection (a) 
of section 3200 shall be liable for each offense to a forfeiture of all 
articles so purchased or received, or of the full value thereof. 

(b) Packages unstainped, unniarkedf or deleterious. All packages 
of oleomargarine subject to tax under this subchapter, that shall be 
found without stamps or marks as herein provided, and all oleomargarine 
intended for human consumption which contains ingredients adjudged, 
as provided in section 2311, to he deleterious to the public health, shall 
be forfeited to the United States. 

(c) Fraud by manufacturer. Whenever any person engaged in 
carrying on the business of manufacturing oleomargarine defrauds, or 
attempts to defraud, the United States of the tax on the oleomargarine 
produced by him, or any part thereof, he shall forfeit the factory and 
manufacturing apparatus used by him, and all oleomargarine and all 
raw material for the production of oleomargarine found in the factory 
and on the factory premises. 

(d) Offenses not specifically covered. If any manufacturer of or 
wholesale dealer in oleomargarine shall knowingly or willfully omit, 
neglect, or refuse to do, or cause to be done, any of the things required 
by law in the carrying on or conducting of his business, or shall do 
anything by this subchapter or chapter 27 prohibited, all the oleomar- 
garine owned by him, or in which he has any interest as owner, shall be 
forfeited to the United States. 53 Stat. 251. 

Historical Note 

Bcferences in Text. Subsection (a) of margarine to a special occupational tax, 
section 8200, referred to in subsec. (a), was repealed by Act Mar. 16, 1950, c. 
which subjected manufacturers of oleo- 61, 5 2, 64 Stat. 20, eff. July 1, 1950. 

§ 2310. Recovery of penalties and forfeitures 

All fines, penalties, and forfeitures imposed by this subchapter or 
section 3201 may be recovered in any court of competent jurisdiction. 
53 Stat. 252. 

Historical Note 

Beferenoes in Text. Section 3201, re- special occupational tax on oleomarga- 
f erred to in the text, which provided rine, was repealed by Act Mar. 16, 1950, 
penalties for the non-payment of the c. 61, I 2, 64 Stat. 20, eff. July 1, 1950. 

§ 2811. Commissioner’s decisions 

(a) Taxability. The Commissioner is authorized to decide what sub- 
stances, extracts, mixtures, or compounds which may he submitted for 
his inspection in contested cases are to be taxed under this subchapter; 
and his decision in matters of taxation under this subchapter shall be 
final. 

(b) Deleterious ingredients. The Commissioner may also decide 
whether any substance made in imitation or semblance of butter, and 
intended for human consumption, contains ingredients deleterious to the 
public health. 

(c) Appeal. In case of doubt or contest the decisions of the Com- 
missioner in the class of cases under subsection (b) may be appealed 
from to a board constituted for the purpose, and composed of the Sur- 
geon General of the Airmy, the Surgeon General of the Navy, and the 
Secretary of Agriculture; and the decisions of this bpard shall be final 
in ike premises. 53 Stat. 252. 
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Historical I^cste 


Transfer of Fnnctloms. All functions 
of all officers, agencies and employees of 
the Department of Agriculture were 
transferred, with certain exceptions, to 
the Secretary of Agriculture by 1953 
Keorg. Plan No. 2, § 1, eff. June 4, 1953, 
18 P.K, 3219, 67 Stat 633, set out as a 
note under section 511 of Title 5, Execu- 
tive Departments and Government Officers 
and Employees. 

All functions of all officers of the De- 
partment of the Treasury, and all func- 
tions of all agencies and employees of 


such Department, were transferred, with 
certain exceptions, to the Secretary of 
the Treasury, with power vested in him 
to authorize their performance or the 
performance of any of his functions, hy 
any of such officers, agencies, and em- 
ployees, by 1950 Reorg. Plan No. 26, §§ 
1, 2, eff. July 31, 1950, 15 E.R. 4935, 64 
Stat 1280, set out in note under section 
241 of Title 5, Executive Departments 
and Government Officers and Employees. 
The Commissioner of Internal Revenue, 
referred to in this section, is an officer 
of the Treasury Department. 


§ 2B12. diemists and microscopists 
For the appointment and employment of chemists and microscopists, see subchapter 
E of chapter 39. 

53 Stat. 252. 


§ 2313. Tobacco stamp laws applicable 

The provisions of law governing the engraving, issue, sale, accounta- 
bility, effacement, and destruction of stamps relating to tobacco and snuffi, 
as far as applicable, shall apply to stamps provided for by section 2301(c) 
(1). 53 Stat. 252. 

§ 2314. Regulations 

For authority of the Commissioner, with the approval of the Secretary, to make all 
needful regulations for the carrying into effect of this subchapter and sections 3200 
and 3201, see section 3791. 

53 Stat. 252. 


SUBCHAPTEB B.— ADULTERATED AND PROCESS 
OR RENOVATED BUTTER 

§ 2320. Definitions 

(a) Butter, For the purpose of this chapter and sections 3206, and 
8207, the word "butter'' shall be understood to mean the food product 
usually known as butter, and which Is made exclusively from milk or 
cream, or both, with or without common salt, and with or without 
additional coloring matter. 

(b) Adulterated butter. "Adulterated butter" is defined to mean a 
grade of butter produced by mixing, reworking, rechurning in milk or 
cream, refining, or in any way producing a uniform, purified, or improved 
product from different lots or parcels of melted or unmelted butter or 
butter fat, in which any acid, alkali, chemical, or any substance whatever 
is introduced or used for the purpose or with the effect of deodorizing or 
removing therefrom rancidity, or any butter or butter fat with which 
there is mixed any substance foreign to butter as defined in subsection 

(a) , with intent or effect of cheapening in cost the product or any butter 
in the manufacture or manipulation of which any process or material 
is used with intent or effect of causing the absorption of abnormal 
quantities of water, milk, or cream. 

(c) Process or renovated butter. "Process butter” or "renovated 
butter” is defined to mean butter which has been subjected to any process 
by which it is melted, clarified or refined and made to resemble genuine 
butter, always excepting "adulterated butter” as defined by subsection 

(b) . 53 Stat. 252. 
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§ 2321. Tax 

(a) Rate 

( 1 ) Adulterated butter. Upon adulterated butter, wben manufac- 
tured or sold or removed for consumption or use, there shall be assessed 
and collected a tax of 10 cents per pound, and any fractional part of a 
pound shall be taxed as a pound. 

(2) Process or renovated butter. Upon process or renovated butter, 
when manufactured or sold or removed for consumption or use, there 
shall be assessed and collected a tax of one-fourth of 1 cent per pound, 
and any fractional part of a pound shall be taxed as a pound. 

(b) By whom paid. The tax to be levied by subsection (a) shall 
be paid by the manufacturer. 

(c) How paid 

(1) Stamps. The tax to be levied by subsection (a) shall be repre- 
sented by coupon stamps. 

(2) Assessment 

Tor assessment in case of omitted taxes, see section 3311, 

(d) Special tax 

(1) Manufacturers of adulterated and process or renovated butter 

Tor special tax on mamifactnrers of adulterated and process or renovated butter,, 
see subsection (a) of section 3206. 

(2) Wholesale dealers and retail dealers in adulterated butter 

For special tax on wholesale dealers and retail dealers in adulterated butter, see 
subsections (b) and (c) of section 3206. 

53 Stat. 253. 

§ 2822. Manufacturers 

(a) Definition. Every person who engag-es in the production of 
process or renovated butter or adulterated butter as a business shall 
be considered to be a manufacturer thereof. 

(b) Packing, stamping, and selling requirements 

(1) Adulterated butter. All adulterated butter shall be packed by 
the manufacturer thereof in firkins, tubs, or other wooden, tinplate, or 
paper packages not before used for that purpose, containing, or encased 
in a manufacturer’s package made from any of such materials of, not 
less than ten pounds, and marked, stamped, and branded as the Commis- 
sioner, with the approval of the Secretary, shall prescribe, and all sales 
made by manufacturers of adulterated butter shall be in original, stamped 
packages. Every manufacturer of adulterated butter shall securely 
affix, by pasting, on each package containing adulterated butter manu- 
factured by him a label on which shall be printed, besides the number 
of the manufactory and the district and State in which it is situated,, 
these words: ''Notice. — That the manufacturer of the adulterated but- 
ter herein contained has complied with all the requirements of law. 
Every person is cautioned not to use either this package again or the 
stamp thereon, nor to remove the contents of this package without de- 
stroying said stamp, under the penalty provided by law in such cases.” 

(2) Process or renovated butter 

Tor marking process or renovated butter, see section 2325. 

(c) Books and returns. Every manufacturer of process or renovated 
butter or adulterated butter shall file with the collector of the district in 
which his manufactory is located such notices and inventories, shall 
keep spch books and render such returns qf material and products, and 
conduct his business under such surveillance pf officers and agents as 
the Commissioner, with the approval of the Secretary, may by regulation 
require. 


T. 26h U.S.C.A.— 42 
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(d) Factory monber and signs. Every manufacturer of process or 
renovated butter or adulterated butter shall put up such signs and affix 
such, number to his factory as the Commissioner, vrith the approval of 
the Secretary, may by regulation require. 

(e) Bonds* Every manufacturer of process or renovated butter or 
adulterated butter shall file with the collector of the district in which 
his manufactory is located such bonds as the Comniissioner, with the 
approval of the Secretary, may by regulation require. But the bond re- 
quired of such manufacturer shall be with sureties satisfactory to the 
collector, and in a penal sum of not less than $500; and the sum of 
said bond may be increased from time to time and additional sureties 
required at the discretion of the collector or under instructions of the 
Commissioner. 53 Stat. 253. 

§ 2323. Dealers in adulterated butter 

<a) Dealer defibaed. Every person who sells adulterated butter shall 
be regarded as a dealer in adulterated butter. 

(b) Retail dealer defined. Every person who sells adulterated butter 
in less quantities than ten pounds at one time shall be regarded as a 
retail dealer in adulterated butter. 

(c) Selling requirements. Dealers in adulterated butter must sell 
only original or from original stamped packages, and when such original 
stamped packages are broken the adulterated butter sold from same 
shall be placed in suitable wooden, tin-plate, or paper packages, which 
shall be marked and branded as the Commissioner, with the approval of 
the Secretary, shall prescribe. 63 Stat, 254. 

§ 2324. Books and returns of wholesale dealers in adulterated and 
process or renovated butter 

Wholesale dealers in process, renovated, or adulterated butter shall 
keep such books and render such returns in relation thereto as the Com- 
missioner, with the approval of the Secretary, may, by regulation, require; 
and such books shall be open at all times to the inspection of any 
internal revenue officer or agent, 53 Stat. 254. 

§ 2325. Inspection of process or renovated butter 

For the purpose of protecting interstate and foreign commerce from 
process or renovated butter which is unclean, unwholesome, unhealthful, 
or otherwise unfit for human food — 

(a) The Secretary of Agriculture shall, through Inspectors appointed 
by him, cause inspections to be made of all milk, butter, butter oil, and 
other ingredients intended for use in the manufacture of process or 
renovated butter. All ingredients which are found to be putrid or de- 
composed or which contain organic or inorganic substances which are 
foreign to such ingredients when properly made, manufactured, produced, 
collected, stored, transported, or handled, and which organic or inorganic 
substances cannot be removed by processing, shall he deemed unfit for use 
in the manufacture of process or renovated butter, shall he marked 

S. Inspected and Condemned'', and shall be denatured or destroyed 
under the supervision of the inspector. All other ingredients shall be 
marked "IT. S. Inspected and Passed", and shall be deemed fit for use 
in the manufacture of process or renovated butter. 

(b) The Secretary of Agriculture shall cause inspections to be made 
of all process or renovated butter. If such butter is found to be clean, 
wholesome, healthful, and otherwise fit for human food, it shall be 
marked "IT. S. Inspected and Passed”. Process or renovated butter that 
is found to be unclean, unwholesome, unhealthful, or otherwise unfit 
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for Iiuman food shall be denatured or destroyed under the supervision 
of the inspector. 

(c) The Secretary of Agriculture shall cause inspections to be made 
of all factories wherein process or renovated butter is manufactured to 
determine the sanitary conditions thereof, and if it is found that the 
conditions existing in any such factory do not meet the standards pre- 
scribed by the Secretary in his regulations, he shall cause inspection to 
be withdrawn therefrom. 

(d) The Secretary of Agriculture Is authorized to withdraw in- 
spection from any factory wherein process or renovated butter is made, 
if the manufacturer shall fail to comply with any of the provisions of this 
section or with any of the rules and regulations prescribed hereunder. 

(e) The Secretary of Agriculture is authorized to make such rules and 
regulations as he deems necessary for the efficient administration of the 
provisions of this section, and all inspections hereunder shall be made in 
such manner as may be prescribed in such regulations. The Secretary 
of Agriculture may, from time to time, by regulations define the foreign 
substances and the extent thereof that render the ingredients unfit for 
use in manufacturing process or renovated butter. 

(f) The Secretary of Agriculture shall cause to be ascertained, and 
he shall report, from time to time, the quantity and quality of all 
process or renovated butter manufactured and the character and condition 
of the materials from which it is made. 

(g) No person, firm, or corporation shall forge, counterfeit, simu- 
late, falsely represent, detach, or knowingly alter, deface, or destroy, 
or use without proper authority, any of the marks, stamps, labels, or tabs 
provided for in this section or in any regulations prescribed hereunder 
by the Secretary of Agriculture for use on process or renovated butter or 
on wrappers, packages, containers, or cases in which the product is con- 
tained, or any certificate in relation thereto. 

(h) All process or renovated butter and the packages or containers 
thereof shall be marked with the words “Process Butter" and by such 
other marks, labels, or brands, and in such manner, as may be prescribed 
by the Secretary of Agriculture. 

(i) No statement that is false or misleading in any particular shall 
be placed on or affixed to any wrapper, label, carton, or container of 
process or renovated butter. 

(j) No person, firm, or corporation shall transport, or offer for trans- 
portation, or sell or offer for sale, in interstate or foreign commerce, or 
in commerce affecting commerce among the States, any process or 
renovated butter that has not been inspected and passed and marked, 
labeled, and branded in accordance with this section and the regulations 
issued hereunder. 

(k) The administration and enforcement of the provisions of this 
Act, other than its provisions relating to revenue, but including the 
seizure and denaturing or destruction of ingredients Intended to be 
used in the manufacture of process or renovated butter and the denaturing 
or destruction of process or renovated butter, are committed exclusively 
to the Secretary of Agriculture: Provided., That any powers and duties, 
of the Pood and Drug Administration of the Federal Security Agency 
under the Federal Pood, Drug, and Cosmetic Act, as amended (21 U.S.C.. 
1940 edition, 301, and the following), as regards such ingredients before 
they come intp the possession of l^he manufacturers of process or renovated 
butter, or as regards such powers and duties in connection with process 
ot renovated butter after it leaves such manufacturers and comes into the 
hands of wholesale or tetall dealers, Or others, ahall not be affected 
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by tbis Act. 53 Stat. 254, amended June 24, 1946, c. 459, § 1, 60 
Stat. 300. 

Histoxieal Not© 


Beferences ia Text. This Act, referred 
to in text, refers to sections 2325-2327 of 
this title. 

The Federal Food, Drug, and Cosmetic 
Act, as amended, referred to in the 
text, has been classified to sections 301, 
321, 331-392 of Title 21, Food and Drugs. 

1916 Amendment. Act June 24, 1946, 
amended section generally to establish, 
and maintain continuous inspection of all 
qualified establishments which manufac- 
ture process or renovated butter. 

Saving Claase. Section 4 of Act June 
24, 1946, provided: “If any provision of 
this Act [sections 2325-2327 of this title] 
or the application thereof to any person 
or circumstance is held invalid, the valid- 
ity of the remainder of the Act [said sec- 
tions] and of the application of such 
provision to other persons or circum- 
stances shall not be affected thereby.** 


Transfer of Functions. All functions 
of all officers, agencies and employees of 
the Department of Agriculture were 
transferred, with certain exceptions, to 
the Secretary of Agriculture by 1953 
Reorg. Plan No. 2, § 1, eff. June 4, 1953, 
18 F.B. 3219, 67 Stat. 633, set out as a 
note under section 511 of Title 5, Execu- 
tive Departments and Government Officers 
and Employees. 

Text of Amendatory Bevenn© Acts. 
Complete original text of Revenue Acts 
amending this section, 1939 to date, 
see Volumes “Title 26 — Internal Revenue 
Acts**. 

Congressional CommentJ For legisla- 
tive history and purpose of Act June 
24, 1946, see 1946 XJ.S.Code Cong.Service, 
pp. 1297, 122a 


§ 2S26. Penalties 

(a) Adulterated butter 

(1) False branding; sale, packing, or stamping in violation of law. 
Every person who knowingly sells or offers for sale, or delivers or offers 
to deliver, any adulterated butter in any other form than in new wooden, 
tin-plate, or paper packages as described in subsection (c) of section 
2323, or who packs in any package any adulterated butter in any manner 
contrary to law, or who falsely brands any package or affixes a stamp on 
any package denoting a less amount of tax than that required by law, 
shall be fined for each offense not more than $1,000 and be imprisoned 
not more than two years. 

(2) Omission or removal of label. Every manufacturer of adulterated 
butter who neglects to affix the label required under paragraph (1) of 
subsection (b) of section 2322 to any package containing adulterated 
butter made by him, or sold or offered for sale for or by him, and every 
person who removes any such label so affixed from any such package 
shall be fined $50 for each package in respect to which such offense is 
committed. 

(b) Failure of wholesale dealers to keep or permit inspection of 
books, or to render returns. Any person who willfully violates any of 
the provisions of section 2324 shall for each such offense he fined not 
less than $50 and not exceeding $500, and imprisoned not less than 
thirty days nor more than six months. 

(c) Failure to comply with provisions relating to the manufacture, 
storage, and marking of process or renovated butter. Any person, 
firm, or corporation violating any of the provisions of section 2325 shall 
be deemed guilty of a misdemeanor and on conviction thereof shall be 
punished by a fine of not more than $1,000 or by imprisonment for a 
period of not more than six months, or by both such fine and imprison- 
ment In the discretion of the court. 53 Stat^ 255, amended June 24, 
1946, c. 459, § 2, 60 Stat. 302. 


Historical Note 


1946 Am«nameii.t. Snbsec. (c) amended 
by Act June 24, 1946, which Increased the 
penalty from a fine of not less than $50 
nor more than $500 or by imprisonment 


for not less than one month nor more 
than six months to a fine of not more 
than $1,000 or by imprisonment for not 
more than six months. 
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Saving: Clause. Saving clause, see note 
set out under section 2325 of tMs title. 

Text of Amemdatory Kevenue Acts. 
Complete original text of Revenue Acts 
amending tins section, 1939 to date, 


see Volumes ‘‘Title 28 — ^Internal Revenu® 
Acts”. 

CongTessloiml Comuaent: For legisla- 
tive history and purpose of Act June 24, 
1946, see 1948 U S.Code Cong.Service, pp. 
1207, 1226. 


§ 2327. Other laws applicable 

(a) Oleomargarine. The provisions of sections 2301 (c) (2), 23 05 

to 2311 inclusive (except subsections (a), (b), and (b) of section 23 08), 
and section 3791(a) (1), shall apply to manufacturers of adulterated 
butter to an extent necessary to enforce the marking, branding, identifi- 
cation, and regulation of the exportation and importation of adulterated 
butter. 

(b) , (c) Omitted. June 24, 1946, c. 459, § S, 60 Stat. 302. 

(d) Tobacco and snuff. The provisions of law governing the engraving, 
issuing, sale, accountability, eftacement, and destruction of stamps relating 
to tobacco and snuff, as far as applicable, shall apply to the stamps pro- 
vided in section 2321(c) (1). 53 Stat. 255, amended June 24, 1946, c. 

459, § 3, 60 Stat. 302. 


Historical Kote 


References in Text. Section 2301(c) (2), 
referred to in Bubsec. (a), which related 
to assessment of tax on oleomargarine, 
was repealed by Act Mar. 16, 1950, c- 61, 
i 1, 64 .Stat. 20. eff, July 1, 1950. 

1946 Amendment, Subsecs, (b) and (c) 
emitted by Act June 24, 1946. 

Such subsecs, provided : 

“(b) Inspection of Xive Cattle and 
Meat. All parts of an act providing for 
an inspection of meats for exportation, 
approved Aug. SO, 1890, c. 839, 26 Stat. 
414, and of an Act to provide for the in- 
spection of live cattle, hogs, and the car- 
casses and products thereof which are 
the subjects of interstate commerce, ap- 
proved March 3, 1891, c. 655, 26 Stat. 1089, 
and of amendment thereto approved 
March 2, 1895, c. 169, § 1, 28 Stat. 732, 
which are applicable to the subjects and 
purposes described in section 2325 shall 
apply to process or renovated butter. 


“(o) Slaughtering and Meat Canning. 
The sanitary provisions for slaughtering, 
meat canning, or similar establishments 
as set forth in the act of June 30, 1906, 
c. 3913, 34 Stat. 676, shall be extended to 
cover renovated butter factories as defined 
in this fiubchapter, under such regula- 
tions as the Secretary of Agriculture may 
prescribe.” 

Savings Clause. Savings clause, see 
note set out under section 2325 of this 
title. 

Text of Amendatory Revenue Acts. 
Complete original text of Revenue Acts 
amending this section, 1939 to date, see 
volumes “Title 26— -Internal Revenue 
Acts”. 

Congressional Comment: For legisla- 
tive history and purpose of Act June 24, 
1946, see 1946 U.S.Cod© Cong.Service, pp. 
1207, 1226. 
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CHAPTER 17.~FILLED CHEESE 


Sec, 

2350. Deflnitions. 

2351. Tax. 

2352. Manufacturers. 

2353. Wholesale dealers, 

2854, Retail dealers. 

2355. Stamps on emptied packages. 

2356. Importation. 

2357. Penalties. 

2358. Forfeitures. 

2359. Recovery of penalties and forfeitures. 

2360. Commissioner's decisions. 

2361. Tobacco stamp laws applicable. 

2362. Regulations. 


Historical TTote 

I'ederal Food, Dreg, and Cosmetic Act. shall be construed as In any way affect- 
By virtue of Act June 25, 1938, c. 675, { Ing, modifying, repealing, or superseding 
902(c), 52 Stat. 1059, nothing contained in the original provisions uf this chapter, 
chapter 9 of Title 21, Pood and Drugs, 

§ S350. Beflnitions 

For the purpose of this chapter and sections 3210 and 3211 — 

(a) Cheese, The word "'cheese" shall he understood to mean the 
food product known as cheese, and which is made from milk or cream 
and without the addition of butter, or any animal, vegetable, or other oils- 
or fats foreign to such milk or cream, with or without additional coloring 
matter. 

(b) Filled cheese. Certain substances and compounds shall be known 
and designated as "filled cheese/* namely: All substances made of milk 
or skimmed milk, with the admixture of butter, animal oils or fats, 
vegetable or any other oils, or compounds foreign to such milk, and made 
in imitation or semblance of cheese. Substances and compounds, con- 
sisting principally of cheese with added edible oils, which are not sold 
as cheese or as substitutes for cheese but are primarily useful for Im- 
parting a natural cheese flavor to other foods shall not be considered 
"filled cheese" within the meaning of this chapter. 53 Stat. 256. 

§ 2351. Tax 

(a) Kate. Upon all filled cheese which shall be manufactured there* 
shall be assessed and collected a tax of 1 cent per pound; and any 
fractional part of a pound in a package shall be taxed as a pound. 

(b) By whom paid. The tax levied by subsection (a) shall be paid 
by the manufacturer. 

(c) How paid 

(1) Stamps. The tax levied by subsection (a) shall he represented 
by coupon stamps. 

(2) Assessment. Whenever any manufacturer of filled cheese sella 
or removes for sale or consumption any filled cheese upon which the tax 
is reciuired to be paid by stamps, without paying such tax, it shall be the* 
duty of the Commissioner, subject to the limitations prescribed in section 
3312, upon satisfactory proof, to estimate the amount of tax which has- 
been omitted to be paid and to make an assessment therefor and certify 
the same to the cbllector. The tax so assessed shall be in addition to. 
the penalties imposed by law for such sale or removal. 
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id) Special tax 

For special tax on manufacturers and dealers, see section 3210, 

(©) Imported filled cheese 

For tax on imported filled cheese^ see section 2356. 

S3 Stat. 256. 

§ 2352. Manufacturers 

(a) Definition. Every person, firm, or corporation who manufactures 
filled cheese for sale shall be deemed a manufacturer of filled cheese. 

(b) Packing requirements 

(1) Marks, stamps, and packages. Filled cheese shall be packed by 
the manufacturers in wooden packages only, not before used for that 
purpose, and marked, stamped, and branded with the words “filled 
cheese” in black-faced letters not less than two inches in length, in a 
circle in the center of the top and bottom of the cheese; and in black- 
faced letters of not less than two inches in length in line from the top 
to the bottom of the cheese, on the side in four places equidistant from 
each other; and the package containing such cheese shall be marked in 
the same manner, and in the same number of places, and in the same 
description of letters as above provided for the marking of the cheese; 
and all sales or consignments made by manufacturers of filled cheese to 
wholesale dealers in filled cheese or to exporters of filled cheese shall be 
in original stamped packages. 

(2) Label. Every manufacturer of filled cheese shall securely afllx, 
by pasting on each package containing filled cheese manufactured by 
him, a label on which shall be printed, besides the number of the manu- 
factory and the district and State in which it is situated, these words: 
^‘Notice. — ^The manufacturer of the filled cheese herein contained has com- 
plied with all the requirements of the law. Every person is cautioned 
not to use either this package again or the stamp thereon again, nor to 
remove the contents of this package without destroying said stamp, under 
the penalty provided by law in such cases.'' 

(c) Books and returns. Every manufacturer of filled cheese shall 
file with the collector of the district in which his manufactory is located 
such notices and inventories, shall keep such books and render such 
returns of materials and products, and conduct his business under such 
surveillance of officers and agents as the Commissioner, with the approval 
of the Secretary, may by regulation require. 

(d) Factory number and signs. Every manufacturer of filled cheese 
shall put up such signs and affix such number to his factory as the Com- 
missioner, with the approval of the Secretary, may by regulation require. 

(e) Bonds. Every manufacturer of filled cheese shall file with the 
collector of the district in which his manufactory is located such bonds 
as the Commissioner, with the approval of the Secretary, may by regu- 
lation require. But the bond required of such manufacturer shall be 
with sureties satisfactory to the collector, and in a penal sum of not less 
than $5,000; and the amount of said bond may be increased from time 
to time, and additional sureties required, at the discretion of the collector 
or under instructions of the Commissioner. 53 Stat. 267. 

§ 2353. Wholesale dealers 

(a) Definition. Every person, firm, or corporation who sells or offers 
for sale filled cheese, in the original manufacturer's packages for resale, 
or to retail dealers as defined m section 2364(a), shaU be deemed a 
wholesale dealer in filled cheese. 

(b) Signs. All wholesale dealers in flUed cheese shall display in 
a conspicuous place in his or their salesroom a sign bearing the irords 
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‘^Filled clieese sold here*' in hlach-faced letters not less than six inches in 
length, upon a white ground; with the name and number of the revenue- 
district in which his or their business is conducted. 53 Stat. 257. 

§ 2354. Retail dealers 

(a) Deftnition. Every person who sells filled cheese at retail, not 
for resale, and for actual consumption, shall be regarded as a retail 
dealer in filled cheese. 

(b) Selling requirements* Retail dealers in filled cheese shall sell 
only from original stamped packages, and shall pack the filled cheese- 
when sold in suitable wooden or paper packages, which shall he marked 
and branded in accordance with rules and regulations to be prescribed 
by the Commissioner with the approval of the Secretary. 

(c) Signs. All retail dealers in filled cheese shall display in a con- 
spicuous place in Ms or their salesroom, a sign bearing the words ''Filled 
cheese sold here" in black-faced letters not less than six inches in length, 
upon a white ground, with the name and number of the revenue district 
in which Ms or their business is conducted. 53 Stat. 257. 

§ 2355. Stamps on emptied packages 

Whenever any stamped package containing fi^lled cheese is emptied 
it shall be the duty of the person in whose hands the same is to destroy 
the stamps thereon. 63 Stat. 258. 

§ 2356, Importation 

All filled cheese as defined In section 2350(b) imported from foreign 
countries shall, in addition to any import duty imposed on the same, 
pay an internal revenue tax of 8 cents per pound, such tax to be repre- 
sented by coupon stamps; and such imported filled cheese and the pack- 
ages containing the same shall be stamped, marked, and branded, as in 
the case of filled cheese manufactured in the United States. 53 Stat. 258. 

§ 2357. Penalties 

(a) Failure to comply with section 2352(c) to (e). Any manufacturer 
of filled cheese who falls to comply with the provisions of subsections 
(c), (d), and (e) of section 2352, or with the regulations therein au- 
thorized, shall be deemed guilty of a misdemeanor and upon conviction 
thereof shall be fined not less than 8500 nor more than 81,000. 

(b) False branding; sale, packing, or stamping in violation of law. 
Every person who knowingly sells or offers to sell, or delivers or offers to- 
deliver, filled cheese in any other form than in new wooden or paper 
packages, marked and branded as provided for and described in sub- 
section (b) of section 2354, or who packs in any package or packages- 
filled cheese in any manner contrary to law, or who falsely brands any 
package or afiBixes a stamp on any package denoting a less amount of 
tax than that required by law, shall upon conTiction thereof be fined for 
each and every offense not less than 150 and not more than |500 or he- 
imprisoned not less than 30 days nor more than one year. 

(c) Failure of wholesale and retail dealers to display signs. Any whole- 
sale or retail dealer in filled cheese who fails or neglects to comply with 
the provisions of sections 2363(h) and 2354(c) shall be deemed guilty of 
a misdemeanor, and shall on conviction thereof be fined for each and every 
offense not less than $50 and not more than $200. 

(d) Omission or removal of label. Every manufacturer of filled 
cheese who neglects to affix the label provided for in paragraph (2) of 
section 2362(b) to any package containing filled cheese made by him 
or sold or offered for sale by or for Mm, and every person who removea 
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any sucli label so affixed from any sucli package, sball be fined $50 for 
each package in respect to which such offense is committed. 

(e) Fnrchashag when special tax not paid. Erery person who know- 
ingly purchases or receives for sale any filled cheese from any manu- 
facturer or importer who has not paid the special tax provided for in 
section 3210 of chapter 27 shall be liable, for each offense, to a penalty 
of $100. 

(f) Purchasing when not stamped, branded, or marked according to 
law. Any person who knowingly purchases or receives for sale any filled 
cheese which has not been branded or stamped according to law, or 
which is contained in packages not branded or marked according to law, 
shall be liable to a penalty of $50 for each such offense. 

(g) Failure to destroy stamps on emptied packages. Any person who 
willfully neglects or refuses to destroy the stamps on any empty package 
which contained filled cheese shall, for each such offense, be fined not 
exceeding $50 or imprisoned not less than ten days nor more than six 
months. 53 Stat. 25$. 

§ 2358. Forfeitures 

(a) Purchasing when special tax not paid. Every person who know- 
ingly purchases or receives for sale any filled cheese from any manufac- 
turer or importer who has not paid the special tax provided for in section 

3210 of chapter 27 shall be liable, for each offense, to a forfeiture of 
all articles so purchased or received, or of the full value thereof. 

(b) Packages unstamped, unmaiked, or deleterious. All packages of 
filled cheese subject to tax under this chapter that shall be found without 
stamps or marks as herein provided, and all filled cheese intended for 
human consumption which contains Ingredients adjudged as herein- 
after provided to be deleterious to the public health, shall be forfeited 
to the United States. 63 Stat. 269. 

§ 2359. Becovery of penalties and forfeitures 

All fines, penalties, and forfeitures imposed by this chapter or section 

3211 may be recovered in any court of competent jurisdiction. 53 Stat. 
259. 

§ 2360. CJornmlssioner’s decisions 

(a) Deleterious ingredients. The Commissioner is authorized to have 
applied scientific tests, and to decide whether any substances used in the 
manufacture of filled cheese contain ingredients deleterious to health. 

(b) Appeal. In case of doubt or contest the decision of the Commis- 
sioner in the class of cases referred to in subsection (a) may be appealed 
from to a board constituted for the purpose, and composed of the Sur- 
geon General of the Army, the Surgeon General of the Navy, and the 
Secretary of Agriculture, and the decision of this board shall be final 
in the premises. 53 Stat. 269. 

§ 2361. Tobacco stamp laws applicable 

The provisions of law governing the engraving, issue, sale, account- 
ability, effacement, and destruction of stamps relating to tobacco and 
«nuff, as far as applicable, shall apply to stamps provided for by para- 
graph (1) of subsection (c) of section 2351. 53 Stat. 259. 

§ 2362. Regulations 

For authority of the Commissioner, with the approval of the Secretary, to make all 
needful regulations for the carrying into effect of the proYislons of this chapter and 
sections 3210 and 3211, see section 3791 (a) (1). 

53 Stat. 259. 
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§g 2380-2S90. Bepealed. Oct. 21, 1942, 4:d0 p. m., E.W.!r., e. 61% 
Title VI, § 619, 56 Stat. 979. 


Historical Note 


Sections, Act Feb. 10, 1939, c. 2, $$ 2380- 
2390, 53 Stat. 260-263, related to tax on 
mixed dour. 

Effective Date. Sections 2380-2390 were 
repealed by Act Oct 21, 1942, 4 :30 p. m., 
E.W.T., c. 619, Title VI. § 619, 56 Stat 
979, effective on tbe first day of the first 
xnontb wbich. begins more than ten days 
after Oct 21. 1942. 

Sections Prior to Befpeal: 

“Sec. 2380. Mixed Flour Defined. 

“For tbe purposes of tMs chapter and 
section 3215, the words ‘mixed flour* 
shall be taken and construed to mean the 
food prodnct resulting from the grinding 
or mixing together of wheat or wheat 
flour, as the principal constituent in 
quantity, with any other grain, or the 
product of any other grain, or other 
material, except such material, and not 
the product of any grain, as is commonly 
used for baking purposes: Provided, 
That when the product resulting from 
the grinding or mixing together of wheat 
or wheat flour with any other grain, or 
the product of any other gram, of which 
wheat or wheat flonr is not the principal 
constituent as specified in the foregoing 
definition, is intended for sale, or is sold, 
or offered for sale as wheat flour, such 
product shall be held to be mixed flour 
within the meaning of this chapter and 
section 3215. 

“Sec. 2381. Tax. 

“(a) Bate.— Upon the manufacture and 
sale of mixed flour there shall be levied a 
tax of 4 cents per barrel or other pack- 
age containing one hundred and ninety- 
six pounds or more than ninety -eight 
pounds; 2 cents on every half barrel or 
other package containing ninety-eight 
pounds or more than forty-nine pounds; 

1 cent on every quarter barrel or other 
package containing forty-nine pounds or 
more than twenty-four and one-half 
pounds; and one-half cent on every one- 
eighth barrel or other package containing 
twenty-four and a half pounds or less. 

“(b) By Whom Paid. — The tax levied 
by subsection (a) shall be paid by the 
person, firm, or corporation making or 
packing mixed flour. 

“(o) How Paid 

“( 1 ) Stamps. — The tax levied by subsec- 
tion (a) shall be represented by coupon 
stamps. 

“(2) Assessment.— Whenever any per- 
son, firm, or corporation sells, consigns, 
or removes for sale, consignment, or con- 
sumption any mixed flour upon which 
the tax required by this chapter has not 
been paid, it shall be the duty of the 
Commissioner, subject to the limitaticas 
prescribed in section 3312, upon satis- 
factory proof, to estimate the amount of 


tax which should have been paid, and to- 
make an assessment therefor and certify 
the same to the collector of the proper 
district. The tax so assessed shall be 
in addition to the penalties imposed by 
this chapter for an unauthorized sale or 
removal. 

“(d) Imported Mixed IPIonr. — 

“For tax on imported mixed flour, see 
section 2384. 

“(e) Exemption, Bepacked Hour.— 
“For exemption of repacked flour from- 
tax, see section 2382(b) ( 1 >. 

“(f) Special Tax.— 

“For special tax on manufacturers and 
packers, see section 3215. 

** 860 . 2382. Bequlrementa on Manufae^ 
turers or Packers. 

“(a) Packages.— 

“( 1 ) Weight.— Barrels or other pack- 
ages in which mixed flour may be packed 
shall contain not to exceed one hundred 
and ninety-six pounds. 

“( 2 ) Reuse. — ^All sales and consignments 
of mixed flour shall be la packages not 
before used for that purpose. 

“(3) Marks and brands.— Every person, 
firm, or corporation making, packing, 
or repacking mixed flour shall plainly 
mark or brand each package containing 
the same with the words ‘mixed flonr* 
in plain black letters not less than two 
inches in length, together with the true 
weight of such, package, the names of the 
ingredients composing the same, the 
name of the maker or packer, and the 
place where made or packed. 

“(4) Contents card.— In addition to the 
requirements under paragraph ( 3 ), the 
maker or packer shall place in each pack- 
age a card not smaller than two inches in 
width by three Inches in length, upon 
which shall be printed the words ‘mixed 
flour,’ together with the names of the 
ingredients composing the same, and the- 
name of the maker or packer, and the 
place where made or packed. 

“(5) X 4 abel. — In addition to the brand- 
ing and marking of mixed flour as pro- 
vided in this chapter, there shall be af- 
fixed to the packages containing the same 
a label in the following words: ‘Notice.’ 
—The (manufacturer or packer, as the 
case may be) of the mixed flour herein 
contained has complied with all the re- 
quirements of law. Every person is cau- 
tioned not to use this package or labe® 
again or to remove the contents without 
destroying the revenue stamp thereon, 
under the penalty prescribed by law in 
such cases ’ 

“(b) Repacking.— 

"( 1 ) Exemption from tax.— When mix- 
ed flour, on the manufacture and sale of 
which the tax imposed by this chapter 
has been paid, is sold and then repacked 
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without the addition of any other materi- 
al, such repacked flour shall not be liable 
to any additional tax. 

*'(2) Marhs, brands, and contents cards. 
— The packages containing the repacked 
flour referred to in paragraph (1) of 
this subsection shall be branded and 
marked as required by paragraph (S) of 
subsection (a), and shall contain the card 
provided for In paragraph (4) of sub- 
section (a). 

“(3) Notice. — addition to the re- 
quirements under paragraphs (1) and 
(2), the person, firm, or corporation re- 
packing mixed flour shall place on the 
packages containing the same a label in 
the following words • ‘Notice. — The con- 
tents of this package have been taken 
from a regular statutory package, upon 
which the tax has been duly paid.’ 

"‘Sec. 2383, Stamps an Emptied Pack- 
ages. 

“Whenever any package containing 
mixed flour is emptied it shall be the 
duty of the person in whose possession it 
Is to destroy the stamp thereon. 

“Sec. 2384. Importation. 

“All mixed flours, imported from for- 
eign countries, shall, in addition to any 
import duties imposed thereon, pay an 
internal revenue tax equal in amount to 
the tax imposed under subsection (a) of 
section 2381, such tax to be represented 
by coupon stamps, and the packages 
•containing such imported mixed flour 
shall be marked, branded, labeled, and 
stamped as m the case of mixed flour 
made or packed in the United States, 

^“Sec. 2385'. Exportation. 

“Mixed flour may be removed from the 
place of manufacture or from the place 
where packed for export to a foreign 
country without payment of tax or af- 
fixing stamps or label thereto, under 
such regulation and the filing of such 
bond and other security as the Commls- 
•sioner, with the approval of the Secretary, 
may prescribe. ISvery person, firm, or 
corporation who shall export mixed flour 
shall plainly mark on each package con- 
taining the same the words ‘mixed flour,’ 
and the names of the ingredients com- 
posing the same, the name of the maker 
•or packer, and the place where made or 
packed, in accordance with the provisions 
of this chapter. 

“See. ‘2386. Penalties. 

** (a) Oinlsslon of Marks, Brands, or 
Contents Cards. — ^Any person, firm, or 
corporation making, packing, or repack- 
ing mixed flour, falling to comply with 
the provisions of paragraphs (8) and (4) 
•of subsection (a) of section 2382, shall be 
deemed guilty of a misdemeanor, and 
upon conviction shall be punished by a 
fine of not less than $260 and not more 
than $600, or be imprisoned not less than 
sixty days nor more than one year. 

“(b) Onfission or Bemoval of Xiabels.— 
Every person, firm, or corporation fall- 
ing or neglecting to affix the label re- 
quired by paragraph (6) of subsection (a) 
of section 2382 to any package containing 
mixed flour made or packed by Mm or 
them, or who removes from any such 
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package any label so affixed, shall, upon 
conviction thereof, be fined not less than 
$50 for each label so removed. 

“(cr) Sale or Packiag in Violation of 
Eaw; Ealsification or TJiilawful Removal 
of Brands. — ^Every person, firm, or corpo- 
ration knowingly selling or offering for 
sale any mixed flour in other than mark- 
ed and branded packages, as required by 
the provisions of this chapter, or who 
packs in any package or packages any 
mixed flour in any manner contrary to 
the provisions of this chapter, or who 
falsely marks or brands any package or 
packages containing mixed flour, or un- 
lawfully removes such marks or brands, 
shall, for each such offense, be punished 
by a fine of not less than $250 and not 
more than $500, or by imprisonment not 
less than thirty days nor more than one 
year. 

“(d) Failure to Fay Tax; Excessive 
Weight ; Improper Marking or Brand- 
ing on Repacking. — ^Any person violat- 
ing the provisions of section 2381(b) and 
(c) (1) or section 2382 U) (1) and (b), 
shall, upon conviction thereof, be pun- 
ished by a fine of not less than $250 and 
not more than $500, or by imprisonment 
not to exceed one year. 

“(e) Purclmsing When Tax Not Faid.— 
Any person, firm, or corporation know- 
ingly purchasing or receiving for sale 
or for repacking and resale any mixed 
flour from any maker, packer, or import- 
er, who has not paid the tax provided 
in this chapter, or section 3215(a), shall, 
for each offense, be fined not less than 
$50, and forfeit to the United States all 
the articles so purchased or received, or 
the full value thereof. 

“(f) Furchasing Imported Flour With- 
out Brands, Eabels, or Stamps,— -Any 
person, firm, or corporation purchasing or 
receiving for sale or repacking any mixed 
flour imported from foreign countries, 
which has not been branded, labeled, or 
stamped, as required by this chapter, or 
which is contained in packages which 
have not been marked, branded, labeled, 
or stamped, as required by this chapter 
shall, upon conviction, be fined not less 
than $30 nor more than $500. 

“(g) Failure to Destroy Stamps or 
Marks on Empty Fockages. — Any person 
disposing of an empty package which 
contained mixed flour without first hav- 
ing destroyed the stamp or mark or 
marks thereon, shall, upon conviction, 
be punished by a fine not exceeding the 
sum of $26. 

“(h) Second Offcoas ©. — Any person, firm, 
or corporation found guilty of a second 
or any subsequent violation of any of the 
provisions of this chapter or of section 
3215, shall, in addition to the penalties 
Imposed by this chapter, be imprisoned 
not less than thirty days nor more than 
ninety days. 

“See. 2387. Recovery of Fenalties and 
Forfeitures. 

“All fines, penalties, and forfeitures im- 
posed by section 2386 or 8216 may be re- 
covered in any court of coippetent juris- 
diction. 
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J88»b Tobaoe# Stamp Xaw» Ap- 

pUcabla 

“(a) The proTislons ef law governing 
the engraving, issue, sale, accountability, 
effacement, and destruction of stamps 
relating to tobacco and snuff shall, so 
far as applicable, be made to apply to 
stamps provided 3n section 2381(c) (1). 

“(b) All administrative, special, or 
stamp provisions of law, including the 
laws in relation to assessment of taxes, 
not specifically repealed, shall be applica- 
ble to this chapter and to section 3215. 
“Sec* 2339. Begalatioxui. 

“yop authority of the Commissioner, 
with the approval of the Secretary, to 


make all needful rules and regnlations- 
for carrying into effect the provisions of 
this chapter and of section 3215, see sec- 
tion 3791(a) (1). 

“Sec. 2390. Contracts for Stamps. 

“The Commissioner, with the approv- 
al of the Secretary, is authorized to 
procure any of the stamps provided in 
this chapter by contract whenever such 
stamps can not be speedily prepared by 
the Bureau of Engraving and Printing, 
and said contracts shall be awarded 
under such terms, restrictions, and reg- 
ulations as may be prescribed by the 
Commissioner, with the approval of the 
Secretary.§ ** 


CHAPTER 19.— RETAILERS’ EXCISE TAXES 


Sec. 

2400. Tax on jewelry, etc. 

2401. Tax on furs. 

2402. Tax on toilet preparations, 

2403. Return and payment of retailers’ excise taxea. 

2404. Definition of sale. 

2405. Leases, conditional sales, etc. 

2406. Tax-free sales. 

2407. Credits and refunds. 

2408. Applicability of administrative provisions. 

2409. Penalty for representation that tax Is not passed on, 

2410. Rules and regulations. 

2411. Effective date. 

2412. Auction sales of jewelry and furs. 

2413. Sales by United States, etc. 


Historical rfote 

Chapter was added by Act Sept. 20, effective on Oct 1, 1941, by section 558 of 
1941, 12:15 p. m., E.S.T., c. 412, Title V. that Act 
S 552(a), 65 Stat 718, which was made 

§ 2400. Tax on Jewelry^ ©tc. 

There is hereby imposed upon the following articles sold at retail a 
tax equivalent to 10 per centum of the price for which so sold: All 
articles commonly or commercially known as jewelry, whether real or 
imitation; pearls, precious and semi-precious stones, and imitations- 
thereof; articles made of, or ornamented, mounted or fitted with, precious 
metals or Imitations thereof; watches and clocks and cases and move- 
ments therefor; gold, gold-plated, silver, or sterling flatware or hollow 
ware and silver-plated hollow ware; opera glasses; lorgnettes; marine 
glasses; field glasses; and binoculars. The tax imposed by this section 
shall not apply to any article used for religious purposes, to surgical instru- 
ments, to watches designed especially for use by the blind, to frames 
or mountings for spectacles or eye-glasses, to a fountain pen, mechanical 
pencil, or smokers* pipe if the only parts of the pen, the pencil, or the 
pipe which consist of precious metals are essential parts not used for 
ornamental purposes, or to buttons. Insignia, cap devices, chin straps, and 
other devices prescribed for use in connection with the uniforms of the 
armed forces of the United States. Added Sept 20, 1941, 12:15 p. m., 
E. S. T., c. 412, Title V, § 552(a), 55 Stat. 718, amended Oct. 21, 1942, 
4:30 p. m., E, W. T., c. 619, Title VI, § 613, 56 Stat 977; Feb. 25, 1944, 
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12:49 p. m., E. W. T., c. 63, TiUe lU, § 310, 58 Stat. 69; Aug. 11, 1945, 
C. 367, § 1, 59 Stat. 532. 


Historical TTote 


194S AmeadmeiLt. Act Aug. 11, 1945, 
amended section by striking out “to a 
fountain pen or smokers’ pipe if the only 
parts of the pen or the pipe” in the sec- 
ond sentence and inserting in lieu there- 
of “to a fountain pen, mechanical pencil, 
or smokers’ pipe, if the only parts of the 
pen, the pencil, or the pipe”. 

1944 Amendment. Act Feb. 25, 1944, 
amended section by striking out “gold, 
gold plated, silver, silver-plated, or sterl- 
ing flatwear or hollow ware” and insert- 
ing in lieu thereof “gold, gold plated, 
silver, or sterling flatwear or hollow ware 
and silrer-plated hollow ware”. 

1943 Amendment. Second sentence 
amended hy Act Oct. 21, 1942. 

BflTeetive Date of 1945 Amendment. 
Act Aug. 11, 1945, became efCectivc on the 
first day of the first month which began 
more than ten days after Aug. 11, 1945, 
by section 2 thereof. 

Effective Date of 1944 Amendnaent. 
Act Feb. 25, 1944, was made effective on 
the first day of the first month which 
began more than ten days after the date 
of the enactment of this Act, by section 
301 thereof. 


Effective Date of 1943 Amendment. 
Act Oct. 21, 1942, was made effective on 
the first day of the first month which 
began more than ten days after Oct. 21, 
1942, 4 :30 p. m., E.W.T., by section 601 
thereof. 

Effective Date. Act Sept. 20, 1941, was 
made effective on Oct, 1, 1941, by section 
658 thereof. 

Termination of War Tax Bates. The 
effective period of the war tax rates pro- 
vided for in section 1650 of this title, 
which had temporarily affected permanent 
rates specified in these sections, ended on 
March 31, 1954 under the provisions of 
such section 1650 as amended by Act Mar. 
81, 1954, c. 126, Title V, % 504 (a), 68 
Stat, 42. See such section 1650, and notes 
thereunder ; and for effective date of 
such amendment to section 1650, in so 
far as it affects rates imposed by these 
sections, see note under section 1651 of 
this title. 

Text of Amendatory Bevenne Acts. 

Complete original text of Revenue Acts 
amending this section, 1939 to date, see 
volumes “Title 26 — Internal Revenue 
Acts”. 


§ 2401. Tax OB furs 

There is hereby imposed upon the following articles sold at retail a tax 
equivalent to 10 per centum of the price for which so sold: Articles 
made of fur on the hide or pelt, and articles of which such fur Is the 
component material of chief value, but only if such value is more than 
three times the value of the next most valuable component material. 
Where a person, who is engaged in the business of dressing or dyeing fur 
skins or of manufacturing, selling, or repairing fur articles, produces an 
article of the kind described in this section from fur on the hide or pelt 
furnished, directly or indirectly, by a customer and the article is for the 
use of, and not for resale by, such customer, the transaction shall be deem- 
ed to be a sale at retail and the person producing the article shall be deem- 
ed to be the person selling such article at retail for purposes of this sec- 
tion. The tax on such a transaction shall be computed and paid by such 
person upon the fair retail market value, as determined by the Commis- 
sioner, of the finished article. Added Sept. 20, 1941, 12:15 p. m., E. S. T., 
c. 412, Title V, § 562(a), 65 Stat. 718, amended Feb. 26, 1944, 12:49 p. 
m., E. W. T., c, 63, Title III, § 303, 58 Stat. 63; Mar. 11, 1947, c. 17, § 
7(a), 61 Stat. 12. 


Hlstoxdoal Kote 


1947 Amendment. Act Mar. 11, 1947, 
amended section by inserting “, but only 
if • ♦ ♦ valuable component material’', 
following “chief value”. 

1944 Amendment. Act Feb. 26, 1944, 
amended section by adding sentence be- 
ginning “Where a person etc,”, 

3Bffective Date of 1947 Amendment. 
Subsec. (b) of section 7 of Act Mar. 11, 
1947, provided that the amendment of 


section by subsec. (a) of said section 7 
should apply in the case of articles sold 
on or after the first day of the first month 
which begins more than twenty days 
after Mar, 11, 1947. 

Effective Date of 1944 Amendment, 
Act Feb. 26, 1944, mad© effective on the 
first day of the first month which be- 
gins more than 10 days after the date of 
the enactment of this Act by section 
thereof. 
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Effective Bote. Act Sept. 20, 1941, was 
made effective on Oct. 1, 1941, by section 
558 thereof. 

Xerminatloii. of War Tax Rates. See 
note set out under section 2400 of this 
title. 

Text of Amendatory Revenno Acts. 
Complete original text of Revenue Acts 


amending this section, 1939 to date, see 
volumes '‘Title 26 — Internal Revenue 
Acts". 

Congressional Comment: For legisla- 
tive history and purpose of Act Mar. 11, 
1947, see 1947 U.S.Code Cong.Service, p. 
965. 


§ 2402. Tax on toilet preparations 

(a) Tax. There is hereby imposed upon the following articles sold at 
retail a tax equivalent to 10 per centum of the price for which so sold: 
Perfumes, essences, extracts, toilet waters, cosmetics, petroleum jellies, 
hair oils, pomades, hair dressings, hair restoratives, hair dyes, aromatic 
cachous, toilet powders, and any similar substance, article, or preparation, 
by whatsoever name known or distinguished; any of the above which are 
used or applied or intended to be used or applied for toilet purposes. The 
tax imposed by this subsection shall not apply to lotion, oil, powder, or 
other article intended to be used or applied only in the care of babies. 

<b) Beauty parlors, etc. For the purposes of subsection (a), the sale 
of any article described in such subsection to any person operating a 
barber shop, beauty parlor, or similar establishment for use in the opera- 
tion thereof, or for resale, and the sale of miniature samples of any such 
article for demonstration use only to a house-to-house salesman by the 
manufacturer or distributor, shall not be considered as a sale at retail. 
The resale of such article at retail by such person, or the resale of such 
sample at retail by such house-to-house salesman, shall be subject to the 
provisions of subsection (a). Added Sept. 20, 1941, 12:15 p. m., E. S. T., 
c. 412, Title V, § 552 (a), 55 Stat. 71S, amended Oct 21, 1942, 4:30 p. m., 
B. W. T., c. 619, Title VI, § 623, 56 Stat 981; Oct 20, 1951, 2:07 p. m., E. 
S. T., c. 521, Title IV, § 431, 65 Stat 523. 


Histoxioal Note 


1951 Amendment. Snbsec. (a) amend- 
ed by Act Oct. 20, 1951, § 431(a) to add 
last sentence. 

Sub sec. (b) amended by Act Oct 20, 
1951, § 431(b), to sales to barber shops, 
beauty parlors, etc., and sales of samples 
for house-to-house demonstrations shall 
not be considered a sale at retail but 
any resale shall be subject to subsec. 
(a) of this section. 

1942 Amendment. Subsec. (b) amended 
by Act Oct. 21, 1942. 

Effective Bate of 1961 Amendment. 
Amendment of subsecs, (a) and (b) made 
applicable only to articles sold on or 
after Nov. 1, 1951, by section 432 of Act 
Oct. 20, 1951. 

Effective Bate of 1942 Amendment. 
Act Oct. 21, 1942, was made effective on 


the first day of the first month which be- 
gan more than ten days after Oct. 21, 
1942, 4 :30 p. m., B.W.T., by section 601 
thereof. 

Effective Date. Act Sept. 20, 1941, was 
made effective on Oct. 1, 1941, by section 
658 thereof. 

Termination of War Tax Bates. See 
note set out under section 2401. 

Treaty Obligationa. Section 616 of Act 
Oct. 20, 1951, provided that: "No amend- 
ment made by this Act [Act Oct 20, 1951] 
shall apply in any case where its appli- 
cation would be contrary to any treaty 
obligation of the United States." 

Text of Amendatory Revenue Acts. 
Complete original text of Revenue Acts 
amending this section, 1939 to date, 
see volumes "Title 26— -internal Revenue 
Acts". 


§ 24:0R. Return and payment of retailers’ excise taxes 

(a) Every person who sells at retail any article taxable under this 
chapter shall make monthly returns under oath In duplicate and pay the 
taxes imposed by this chapter to the collector for the district in which 
is located his principal place of business or, if he has no principal place of 
business in the United States, then to the collector at Baltimore, Mary- 
land. Such returns shall contain such information and be made at such 

670 



RETAILERS’ EXCISE TAXES §2405 

times and in such manner as the Commissioner, with the approval of the 
Secretary, may by regulations prescribe. 

(b) The tax shall, without assessment by the Commissioner or notice 
from the collector, be due and payable to the collector at the time so fixed 
for filing the return. If the tax is not paid when due, there shall be added 
as part of the tax interest at the rate of 6 per centum per annum from 
the time when the tax became due until paid. 

(c) In determining, for the purposes of this chapter, the price for 
which an article is sold, there shall be included any charge for coverings 
and containers of whatever nature, and any charge incident to placing the 
article in condition packed ready for shipment, but there shall be excluded 
the amount of tax imposed by this chapter, whether of not stated as a 
separate charge. A transportation, delivery, insurance, installation, or 
other charge (not required by the foregoing sentence to be included) shall 
be excluded from the price only if the amount thereof is established to the 
satisfaction of the Commissioner, in accordance with the regulations. 
There shall also be excluded, if stated as a separate charge, the amount of 
any retail sales tax imposed by any State or Territory or political subdi- 
vision of the foregoing, or the District of Columbia, whether the liability 
for such tax is imposed on the vendor or the vendee. Added Sept. 20, 
1941, 12:16 p. m., E. S. T., c. 412, Title V, § 652(a), 65 Stat. 718. 

Historical Note 

Etfectlve Date. Act Sept. 20, 1941, was 
made effective on Oct. 1, 1941, by section 
558 thereof. 

§ 2404. Definition of sale 

For the purposes of this chapter, the lease of an article shall be consid- 
ered the sale of such article. Added Sept. 20, 1941, 12:15 p. m., B. S. T., 
c. 412, Title V, § 662(a), 66 Stat. 719. 


Historioal Note 

Effective Date. Act Sept. 20, 1941, was 
made effective on Oct 1, 1941, by section 
668 thereof. 


§ 2400. Deases, conditional sales, etc. 

In the case of (a) a lease, (b) a contract for the sale of an article where- 
in it is provided that the price shall be paid by installments and title to 
the article sold does not pass until a future date notwithstanding partial 
payment by installments, (c) a conditional sale, or (d) a chattel mort- 
gage arrangement wherein it is provided that the sales price shall be paid 
in installments, there shall be paid upon each payment with respect to 
the article that portion of the total tax which is proportionate to the por- 
tion of the total amount to be paid represented by such payment. No 
tax shall be Imposed under this chapter on the sale of any article taxable 
under section 2400 or section 2401 if with respect to such article the 
lease, contract for sale, or conditional sale was made, delivery thereunder 
was made, and a part of the consideration was paid, before October 1, 
1941. Added Sept. 20, 1941. 12:16 p. m., E. S. T., c. 412, Title V, § 562 
(a), 66 Stat. 719, amended Oct. 21. 1942, 4:30 p. m., B. W. T., c. 619, 
Title VI, § 618(a), 66 Stat. 979. 

Histoidleal Note 


1942 Ame]adineii.t. Clause (d) inserted 
by Act Oct. 21, 1942. 

Effective Date of 1942 Amendment. 
Act Oct 21, 1942, was made effective on 


the first day of the first month which 
began more than ten days after Oct. 21, 
1942, 4:30 p. m.. B.W.T., by section «01 
thereof. 
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Mecttve Bate. Act Sept. 20, 1941, was 
made effective oti Oct. X flec- 

tion 558 tliereot 


Text of Amendatory Bevenuo Acts. 
Complete original text of Beventie Acts 
amending tMs section, 1939 to date,, see 
volumes “Title 26--Internal Kevenue 
Acts’^ 


§ 2406. Tax-free sales 

Under regulations prescribed by the Commissioner with the approval 
of the Secretary, no tax under this chapter shall be imposed with respect 
to the sale of any article — 

(a) for the exclusive use of any State, Territory of the United States, 
or any poHtical subdivision of the foregoing, or the District of Columbia: 

(b) for export, or for shipment to a possession of the United States, 
and in due course so exported or shipped. Added Sept. 20, 1941, 12:15 
p m., B. S. T.. c. 412, Title V, § 552(a), 55 Stat. 719, amended Feb. 25. 
1944, 12:49 p. m.. E. W. T., c. 63, Title III, § 307(a) (1). 68 Stat. 64. 


Historical Note 


1»44 AmendnwMit. Subsee. (a) amend- 
•ed by Act Feb. 25, 1944, which changed 
“the United States, any State, Territory 
nf the United States,” to read “any State, 
Territory of the United States”. 

FiTectiva Date ol 1944 Amendmeoat. 
Amendment of subsee. (a) by Act Feb. 
25, 1944, § 307(a) (1), was made applicable 
by section 307(b) (1) thereof, which pro- 
vided: “Despite the provisions of sec- 
tion 301, the amendments made by this 
section shall apply as follows: ‘(1) The 
amendments of sections 2406(a), 3411(c), 
and 3442(3) (except as such section re- 
lates to the articles enumerated in section 
3404) of the Internal Itevenue Code shall 
be applicable to sales made on or after 
the first day of the first month which be- 
gins three months or more after the date 
of the enactment of this Act. Such 
amendments shall not apply to deny an 
exemption otherwise applicable with re- 
spect to any article sold pursuant to a 
contract entered into prior to the effective 
date of the amendments, or to any agree- 
ment or change order supplemental to 
such contract bearing the same Govern- 
ment contract number.* ” 


Effective Date. Act Sept. 20, 1041, was 
made effective on Oct 1, 1941, by section 
658 thereof. 

Exemptiona. Subsee. (c) of Act Feb. 
25 , 1944, S 307, as amended Nov. 8, 1945, 
6:17 p. m., B.S.T., c. 453, Title III, $ 308, 
59 Stat 576. provided: “Notwithstanding 
the amendments made by this section, 
the Secretary of the Treasury may au- 
thorize exemption from the taxes Im- 
posed by Chapter 19, 29, or 30 of the In- 
ternal Revenue Code as to any particular 
articles or services, or class of articles or 
services, to be purchased for the exclu- 
sive use of the United States, if he de- 
termines that the imposition of such 
taxes with respect to such articles or 
services, or class of articles or services, 
will cause substantial burden or expense 
which can be avoided by granting tax 
exemption and that the full benefit of 
such exemption, if granted, will accrue 
to the United States.” 

Text of Amendatory Bevenue Acts. 
Complete original text of Revenue Acts 
amending this section, 1939 to date, see 
volumes “Title 26 — ^Internal Bevenue 
Acta”. 


§ 2407« Credits and refunds 

(a) A credit against tax under this chapter, or a refund, may be al- 
lowed with respect to an article, when the price on which the tax was 
based is readjusted by reason of return or repossession of the article, or 
by a bona fide discount, rebate, or allowance, in the amount of that part 
of the tax proportionate to the part of the price which is refunded or cred- 
ited. 

(b) No overpayment of tax under this chapter shall be credited or re- 
funded, in pursuance of a court decision or otherwise, unless the person 
who paid the tax establishes, in accordance with regulations prescribed 
by the Commissioner with the approval of the Secretary, (1) that he has 
not included the tax in the price of the article with respect to which it 
was imposed, or collected the amount of tax from the purchaser, or (2) 
that he has repaid the amount of the tax to the purchaser of the article, 
or unless he files with the Commissioner written consent of such purchas- 
er to the allowance of the credit or refund. Added Sept. 20, 1941, 12:15 
p. m., E. S. T., c. 412, Title V, § 652(a), 55 Stat. 719. 
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Historical Hoto 

Effective Date. Act Sept. 20, 1941, was 
made effective on Oct. 1, 1941, by section 
K8 thereof. 

§ 2408. Applicability of administrative provisions 
All provisions of law (including penalties) applicable in respect of the 
taxes imposed by section 2700 shall, insofar as applicable and not incon- 
sistent with this chapter, be applicable in respect of the taxes imposed by 
this chapter. Added Sept. 20, 1941, 12:15 p. m., E. S. T.» c. 412, Title 
V, § 552(a), 65 Stat. 720. 


Historical Note 

Effective Date. Act Sept 20, 1941, was 
made effective on Oct. 1, 1941, by section 
558 thereof. 

§ 2409. Penalty for representation that tax Is not passed on 

Whoever in connection with the sale or lease, or offer for sale or lease, 
of any article taxable under this chapter, makes any statement, written 
or oral. In advertisement or otherwise. Intended or calculated to lead any 
person to believe that the price of the article does not include the tax 
imposed by this chapter, shall on conviction thereof be punished by a 
fine of not more than |1,000. Added Sept. 20, 1941, 12:15 p. m., B. S. T., 
c. 412, Title V, § 652(a), 55 Stat. 720. 

Historical Note 

Effective Date. Act Sept. 20, 1941, was 
made effective on Oct. 1, 1941, by section 
668 thereof. 

§ 2410. Rules and regulations 

The Commissioner, with the approval of the Secretary, shall prescribe 
and publish all needful rules and regulations for the enforcement of this 
chapter. Added Sept. 20, 1941, 12:15 p. m., E. S. T., c. 412, Title V, § 
562(a), 55 Stat. 720. 

Historical Note 

Effective Date. Act Sept. 20, 1941, was 
made effective on Oct. 1, 1941, by section 
658 thereof, 

§ 2411. IpJffectlve date 

This chapter shall be effective on and after October 1, 1941. Added 
Sept 20, 1941, 12:16 p. m., E. S. T., c. 412, Title V, § 552(a), 56 Stat 
^ 20 . 

Historical Note 

Effective Date. Act Sept. 20, 1941, was 
made effective on Oct 1, 1941, by section 
658 thereof. 

§ 2412. Auction sales of jewelry and furs 

(a) In general. For the purposes of sections 2400 and 2401 the term 
'•articles sold at retair* includes an article sold at retail by an auctioneer 
or other agent in the course of his business on behalf of (1) a person who 
is not engaged in the business of selling like articles, or (2) the legal rep- 
resentative of the estate of a decedent who was not engaged in the busi- 
ness of selling like articles. In the case of articles so sold, the auctioneer 
or other agent shall, for the purposes of section 2403, be considered the 
“person who sells at retail’'. 


T. 26h U.S.C.A.— 43 
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(b) Exemption of f 100 in case of auction sale at private home. 

(1) In the case of an auction sale held at the home of a person wnose 
articles are being sold, any taxable article (as defined in paragraph (2)) 
of such person sold by the auctioneer shall be exempt from the tax im- 
posed by section 2400 or 2401 except to the extent that the price for which 
such article is sold, when added to the sum of the sale prices of all other 
taxable articles of such person previously sold at the same auction, exceeds 
$ 100 . 

(2) For the purposes of this subsection — 

(A) the term “taxable article** means an article which, by reason of 
subsection (a) of this section and without regard to the exemption pro- 
vided in paragraph (1), is taxable under section 2400 or 2401 when sold 
at auction; and 

(B) in the case of articles of a decedent sold on behalf of the legal 
representative of his estate, an auction sale held at the home of such de- 
cedent shall be considered as “held at the home of a person whose articles 
are being sold**. Added Sept. 23, 1950, 3:15 p. m., E. D. T., c. 994, Title 
VI, § 601, 64 Stat. 963. 


Historical Note 


Effective Bate. Section 610 of Act Sept. 
23, 1950, provided that : “The amend- 
ments made by sections 601, 602, 605, and 
606 [sections 2412 and 2413 of this title 
and amendments of sections 3403-3406, 
3443(a) (1), and 3444 of this title] shall 
be effective only with respect to articles 
sold on or after the first day of the first 
month which begins more than ten days 
after the date of the enactment of this 
Act. For the purposes of this section an 
article shall be considered as sold prior 
to such first day if possession thereto. 


or the right of possession thereto, passed 
to the purchaser before such first day/* 

Treaty Obligations. Section 214 of Act 
Sept. 23, 1950, provided that: “No amend- 
ment made by this Act [Act Sept. 23, 
1950] shall apply in any case where its 
application would be contrary to any 
treaty obligation of the United States.** 

legislative History J For legislative 
history and purpose of Act Sept. 23, 1950, 
see 1950 XJ.S.Code Cong.Service, p. 8053. 


§ 2418. Sales by United States, etc. 

The taxes imposed by this chapter and by section 1651 shall apply with 
respect to articles sold at retail by the United States, or by any agency or 
instrumentality of the United States, unless sales by such agency or in- 
strumentality are by statute specifically exempted from such taxes. Add- 
ed Sept. 23, 1950, 3:15 p, m., E. D. T.. c. 994, Title VI, § 602, 64 Stat. 963. 


Historical Note 


Effective Bate. Section as effective on- 
ly with respect to articles sold on or 
after the first day of the first month 
which begins more than 10 days after 
Sept. 23, 1950, see note set out under sec- 
tion 2412 of this title. 

Treaty Obligations. Section 214 of Act 
Sept. 23, 1950, provided that: “No amend- 


ment made by this Act [Act Sept. 23, 
1950] shall apply in any case where its 
application would be contrary to any 
treaty obligation of the United States.** 

legislative History: For legislative 
history and purpose of Act Sept. 23, 1950, 
see 1950 U.S.Code Cong.Service, p. 3053. 



674 



CHAPTER 20.— SPECIAL FUELS 


Sec. 

2450. Tax. 

2451. Keturns and payment. 

2452. Credits and refunds. 

2453. Tax-free sales. 

2454. Applicability of administrative provisions. 

2455. Rules and regulations. 

2456. Exemption of special motor fuels used for certain vessels. 


Historical Note 


1&54 Amendment. Chapter heading 
amended by Act Mar 31, 1954, c 126, 
Title y, § 507(c) (4), 68 Stat. 45, which 
substituted “Special Fuels” for “Diesel 
Fuel”. 

Effective Dote of 1954 Amendment. 
Section 507(d) of Act Mar. 31, 1954, pro- 
vided: “The amendments made by this 
section [to the heading of this chapter 
and to sections 2450, 2452(a), 2453, 2456 
(added), 3412(c) (2), and 3443(a) (3) (A) 
of this title] shall take effect on the 
first day of the first month which begins 
more than ten days after the date of the 
enactment of this Act [March 31, 1954]. 


However, the tax imposed under section 
2450(b) shall not apply to any liquid 
which has been sold by a producer or 
importer prior to the effective date of 
this section [March 31, 1954] and which 
is taxable under section 3412 (relating to 
gasoline tax) as in effect prior to the ef- 
fective date of this section [March 31, 
1954].” 

Effective Date. Chapter added by sec- 
tion 441(a) of Act Oct. 20, 1951, 2:07 p. 
m., E.S.T., c 521, Title IT, 65 Stat. 523, 
and made effective on Nov. 1, 1951, by 
section 441(b) of said Act Oct. 20, 1951. 


§ 2450. Tax 

(a) Diesel fuel. There is hereby imposed a tax of 2 cents a gallon 
upon any liquid (other than any product taxable under section 3412) — 

(1) sold by any person to an owner, lessee, or other operator of a 
diesel-powered highway vehicle, for use as a fuel in such vehicle; or 

(2) used by any person as a fuel in a diesel-powered highway vehicle 
unless there was a taxable sale of such liquid under paragraph (1), 

(b) Special motor fuels. There is hereby imposed a tax of 2 cents a 
gallon upon benzol, benzene, naphtha, liquefied petroleum gas, or any 
other liquid (other than kerosene, gas oil, or fuel oil, or any product 
taxable under section 3412 or subsection (a) of this section) — 

(1) sold by any person to an owner, lessee, or other operator of a 
motor vehicle, motorboat, or airplane for use as a fuel for the propulsion 
of such motor vehicle, motorboat, or airplane; or 

(2) used by any person as a fuel for the propulsion of a motor vehicle, 
motorboat, or airplane unless there was a taxable sale of such liquid 
under paragraph (1). 

(c) Bate reduction. On and after April 1, 1965, the taxes imposed 
by this section shall be 1% cents a gallon in lieu of 2 cents a gallon. 
Added Oct. 20, 1951, 2:07 p. m., B. S. T., c. 621, Title IV, § 441(a), 66 
Stat. 523, amended Mar. 31, 1954, c. 126, Title V, § 607(b), 68 Stat. 44. 


Historical Note 


1954 Amcndiment. Act Mar. 31| 10^ 
amended section by sxibstituting “Tax” 
for “Tax on diesel fuel” in the catchline, 
by dividing section into subsections with 
appropriate subsection catchlines, by in- 
serting the provisions (subsection (b)) 
relating to tax on special motor fuels, 
and by extending the date for reduction 
of the taxes from 2 cents to 1^ cents a 


gallon from April 1, 1954 to April 1. 
1965. 

Effective Date of 1954 Amendment. 
Effective date of amendment of this sec- 
tion by Act Mar. 31, 1954, as May 1, 1954, 
see note preceding this section. 

Exemption from Tax of Special Motor 
Fuels for Certain Vessels. Special motor 
fuels for certain vessels as exempt from 
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tax tinposed by Bubsectlon (b) of tbiB 
section, see section 1t4S6 of tbis title. 

Treaty ObMgratloiis. Section 615 of 
Act Oct. 20. 1951, provided that* ‘"No 
amendment made by tbis Act [Act Oct. 
20, 1951] Bball apply in any case where 
its application would be contrary to any 
treaty obligation of the United States.” 


§ 2451. Returns and payment 

(a) Requirement. Every person liable for tax under this chapter shall 
make returns and pay the taxes due to the collector for the district in 
which is located his principal place of business, or if he has no principal 
place of business in the United States, then to the collector at Baltimore, 
Maryland. Such returns shall contain such information and be made at 
such times and in such manner as the Secretary may by regulations pre- 
scribe. 

(b) Interest. The tax shall, without assessment or notice, be due and 
payable to the collector at the time prescribed for filing the return. If 
the tax is not paid when due, there shall be added as part of the tax in- 
terest at the rate of 6 per centum per annum from the time when the tax 
became due until paid. Added Oct. 20, 1951, 2:07 p. m., E. S. T., c. 621, 
Title IV, § 441(a), 65 Stat. 623. 

Historical Note 

Treaty Obllxatioxia. Section 615 of Act XiegrislatlTO History i For legislative 
Oct 20, 1951, provided that: “No amend- history and purpose of Act Oct. 20, 1951, 

ment made by this Act [Act Oct. 20, see 1951 U.S.Code Cong.Service, p. 1781. 

1951] shall apply in any case where its 
application would be contrary to any 
treaty obligation of the United States.” 

§ 2452. Credits and refunds 

(a) Nontaxable use or sale by vendee^ A credit against tax under this 
chapter, or a refund, may be allowed or made to a person in the amount 
of tax paid by him under this chapter with respect to Ms sale of any 
liquid to a vendee for use as fuel in a diesel-powered highway vehicle, 
or with respect to his sale of benzol, benzene, naphtha, liquefied petroleum 
gas, or any other liquid to a vendee for use as fuel for the propulsion of 
a motor vehicle, motorboat, or airplane, if such person establishes, in ac- 
cordance with regulations prescribed by the Secretary, that — 

(1) either — 

(A) the vendee used such liquid otherwise than as fuel In such 
a vehicle, motorboat, or airplane or resold such liquid; or 

(B) such liquid was used or was resold for use for any of 
the purposes, but subject to the conditions, provided in section 
3451; and 

(2) such person has repaid or agreed to repay the amount of such 
tax to such vendee, or has obtained the consent of the vendee to the 
allowance of the credit or refund. 

No interest shall be allowed with respect to any amount of tax credited 
or refunded under the provisions of this subsection. 

(b) Proof required in case of certain overpayments. No overpayment 
of tax under this chapter shall be credited or refunded (otherwise than un- 
der subsection (a)) in pursuance of a court decision or otherwise, unless 
the person who paid the tax establishes, in accordance with regulations 
prescribed by the Secretary, (1) that he has not included the tax in the 
price of the article with respect to which it was imposed, or collected the 
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Text oi Amendatory Beveime Acts. 
Complete original text of Revenue Acts 
amending tMs section, 1939 to date, see 
volumes “Title 26 — Internal Revenue 
Acts”. 

Xiegislative History* For legislative 
history and purpose of Act Mar. 31, 1954, 
see 1954 U.S.Code Cong, and Adm.News, 
p. 2055, See, also. Act Oct. 20, 1951, 
1951 U.S.Code Cong.Service, p. 1781. 
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amount of tax from fhe vendee, or (2) that he has repaid the amount of 
the tax to the ultimate purchaser of the article, or files with the Secre- 
tary* written consent of such ultimate purchaser to the allowance of the 
credit or refund. Added Oct. 20, 1951, 2:07 p. m., E. S. T., c. 521, Title 
IV, § 441(a), 65 Stat. 52a, amended Mar. 31, 1954, c. 126, Title V. § 
507(c) (1), 68 Stat. 44. 


Historical Note 


1S54 Ammdment. Snbsec. (a) amended 
hy Act Mar. 31, 1954, which inserted the 
provisions relating to credits and re- 
funds with respect to taxes on sales of 
benzol, benzene, naphtha, liquefied petro- 
leum, and other liquids to vendees for 
certain uses. 

Effective Bate of 1954 Amendment. 
Effective date of amendment of sub sec. 
(a) of this section by Act Mar. 31, 1954, 
as May 1, 1954, see note preceding section 
2450 of this title. 

Treaty Obligations. Section 615 of Act 
Oct. 20, 1951, provided that: “No amend- 


ment made by this Act [Act Oct. 20, 1951] 
shall apply in any case where its appli- 
cation would be contrary to any treaty 
obligation of the United States.” 

Text of Amendatory Revenue Acts. 
Complete original text of l^venue Acta 
amending this section, 1939 to date, see 
volumes “Title 26— Internal Bevenue 
Acts”. 

legislative History* For legislative 
history and purpose of Act Mar. 31, 1954, 
see 19^ U.S.Code Cong, and Adm.News, 
p. 2055. See, also, Act Oct. 20, 1961, 1951 
U.S.Code Cong.Service, p. 17^. 


§ 2453. Tax-free sales 

Under regulations prescribed by the Secretary, no tax under this chap- 
ter shall be imposed with respect to the sale of any liguid for the exclusive 
use of any State, Territory of the United States, or any political subdivi- 
sion of the foregoing, or the District of Columbia, or with respect to the 
use by any of the foregoing of any liquid covered by this chapter. Added 
Oct. 20, 1951, 2:07 p. m., E. S. T., c. 621, Title IV, § 441(a), 65 Stat 623, 
amended Mar. 31, 1964, c. 126, Title V, § 607(c) (2), 68 Stat 46. 


Historical Note 


19, >54 Amendment. Act Mar. 31, 1953 
substituted “covered by this chapter'^ 
for “as fuel In a diesel-powered highway 
vehicle”. 

Effective Bate of 1954 Amendmont. Ef- 
fective date of amendment of this section 
by Act Mar. 31, 1964, as May 1, 1951, see 
note preceding section 2450 of this title. 

Treaty Obligations. Section 615 of Act 
Oct, 20, 1951, provided that: “No amend- 
ment made by this Act [Act Oct. 20, 1951] 
shall apply in any case where its applica- 


tion would be contrary to any treaty ob- 
ligation of the United States.” 

Text of Annendatory Revenue Acts. 
Complete original text of Revenue Acts 
amending this section, 1939 to date, see 
volumes “Title 26— Internal Itevenue 
Acts”. 

Eegislative History* For legislative 
history and purpose of Act Mar. 31, 1954, 
see 1954 U.S.Code Cong, and Adm.News, 
p. 2065. See, also, Act Oct. 20, 1951, 1951 
U.S.Code Cong.Service, p. 1781. 


§ 21464. Applicability of admiRistrative provisions 

All provisions of law (including penalties) applicable In respect of the 
taxes imposed by section 2700 shall, insofar as applicable and not incon- 
sistent with this chapter, be applicable in respect of the taxes imposed by 
this chapter. Added Oct. 20, 1961, 2:07 p. m., E. S. T., c, 621, Title IV, § 
441(a), 66 Stat. 623, 

Histovioal Note 

Treaty Obligations. Section 615 of Act application would be contrary to any 
Oct 20, 1951, provided that: “No amend- treaty obligation of the United States.” 
meat made by this Act [Act Oct 20, -r . i ^ 

1951] shall apply in any case where its ^teglsiatlve History i Bor legislative 

history and purpose of Act Oct 20, 1951, 
gee 1051 U.S.Code Cong.Service, p. 1781, 

§ 2466. Buies and regulations 

The Secretary shall prescribe and publish all needful rules and regula- 
tions for the enfoitcement of this chapter. Added Oct. 20, 1961, 2:07 p. 
m„ B* S. T., c. 521, Title IV, I 441(a), 66 Stat. 623. 
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Historical Note 


Treaty Ot)lisr»tiens. Section 615 ot Act 
Oct. 20, 1951, provided that: *‘No amend- 
ment made by this Act [Act Oct, 20, 1951] 
shall apply in any case where its applica- 


tion would be contrary to any treaty 
obligation of the United States.” 

legislative History: For legislative 
history and purpose of Act Oct. 20, 1951, 
see 1951 U.S.Code Cong. Service, p. 1781. 


§ 2456. Exemption of special motor fuels used for certain vessels 
The exemption from tax under chapter 29 provided in section 3451 
shall also apply to the tax imposed under section 2450(b), Added Mar. 
31, 1954, c. 126, TiUeV, § 607(c) (3), 68 Stat. 46. 


Historical Note 

Effective Date. Effective date of this legislative History: For legislative 
section, as May 1, 1954:, see note preced- history and purpose of Act Mar. 31, 1964. 
ing section 2450 of this title. see 1954 U.S.Code Cong, and Adm.News, 

p. 2055. 


CHAPTER 21,— COCONUT AND OTHER VEGETABLE 

OILS 


Sec. 

2470. Tax. 

2471. Returns. 

2472. Payment of tax. 

2473. Sales to States or political subdivisions. 

2474. Exportation. 

2475. Addition to the tax in case of nonpayment, 

2476. Repealed. 

2477. First domestic processing defined. 

2478. Contracts prior to January 26, 1934. 

2479. Other laws applicable. 

2480. Covering of collections into the Treasury. 

2481. Effective date of chapter. 

2482. Publicity of returns, 

2483. [Payment of proceeds of processing tax to Guam and American 

Samoa]. 

§ 2470. Tax 
(a) Rate 

(1) In general. There shall be Imposed upon the first domestic proc- 
essing of coconut oil, palm oil, palm-kernel oil, fatty acids derived from 
any of the foregoing oils, salts of any of the foregoing (whether or not 
such oils, fatty acids, or salts have been refined, sulphonated, sulphated, 
hydrogenated, or otherwise processed), or any combination or mixture 
containing a substantial quantity of any one or more of such oils, fatty 
acids, or salts, a tax of 3 cents per pound to be paid by the processor. 

(2) Additional rate on coconut oil. There shall be imposed (in addi- 
tion to the tax Imposed by the preceding paragraph) a tax of 2 cents per 
pound, to be paid by the processor, upon the first domestic processing of 
coconut oil or of any combination or mixture containing a substantial 
quantity of coconut oil with respect to which oil there has been no pre- 
vious first domestic processing. The additional tax imposed by this para- 
graph shall not apply when it is established, in accordance with regula- 
tions prescribed by the Secretary, that the coconut oil (whether or not 
contained in a combination or mixture) (A) is wholly the production of 
th© Philippine Islands, any possession of the United States, or the Terri- 
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tory of the Pacific Islands (hereinafter in this paragraph referred to as 
the "Trust Territory'"), or (B) was produced wholly from materials the 
growth or production of the Philippine Islands, any possessions of the 
United States, or the Trust Territory: Promded, however, That such addi- 
tional tax shall apply in respect of coconut oil (whether or not contained 
in a combination or mixture) so derived from the Trust Territory, to such 
extent, and at such time after the date of the applicable proclamation, as 
the President, after taking into account the responsibilities of the United 
States with respect to the economy of the Trust Territory, shall hereafter 
determine and proclaim to be justified to prevent substantial injury or the 
threat thereof to the competitive trade of any country of the free world. 
The tax imposed by this paragraph shall not apply to any domestic proc- 
essing after July 2, 1974. 

(b) Exemption. The tax under subsection (a) shall not apply (1) 
with respect to any fatty acid or salt resulting from a previous first do- 
mestic processing taxed under this section or upon which an import tax 
has been paid under chapter 22, or (2) with respect to any combination 
or mixture by reason of its containing an oil, fatty acid, or salt with re- 
spect to which there has been a previous first domestic processing or up- 
on which an import tax has been paid under chapter 22. 

<c) Importations prior to August 21 , 1986 . Notwithstanding the pro- 
visions of subsections (a) and (b) of this section, the first domestic 
processing of sunflower oil or sesame oil (or any combination or mixture 
containing a substantial auantity of sunflower oil or sesame oil), if such 
oil or such combination or mixture or i such oil contained therein was im- 
ported prior to August 21, 1936, shall be taxed In accordance with the pro- 
visions of section 602% of the Revenue Act of 1934, 48 Stat, 763, in 
force on June 22, 1936. 53 Stat. 264, amended Apr. 30, 1946, c. 244, 

Title V, § 606(a), 60 Stat. 167; June 12, 1962, c. 420, § 1, 66 Stat. 136. 

1 So in original. Probably ebonld read “of”. 


Historical Note 


1952 Amendmeint. Subsec. (a) (2) 

amended by Act June 12, 1952, to extend 
its provisions to the Trust Territory of 
the Pacific Islands. 

1946 Anciiendment. Sub sec. (a) (2) 

amended by Act Apr, 30, 1946, which 
struck out “other” preceding “possession” 
in clauses (A) and (B), and added sen- 
tence “The tax imposed • • • July 

3, 1974.”. 

BffeotlTe Hate of 1953 Amendment. Sec- 
tion 2 of Act June 12, 1952, provided that 
this amendment should be effective only 
after June 12, 1952, 

Bffeetive Date of 1946 Amenidment, 
Amendment of this section by Act Apr. 
30, 1946, was made effective on May 1, 
1946, by section 612 of said Act which 
is s^t out as a note under section 1251 
of Title 22, Foreign Relations and Inter- 
course. 

Termination of Suspension of Addition- 
al Bat© on Coconut OIL By Proc.No.2847, 
July 28, 1949, 14 F.R. 4773, 63 Stat. 1279, 


the President found that “adequate sup- 
plies of copra and coconut oil, the prod- 
uct of the Philippines, are readily avail- 
able for processing in the United States” 
and that upon the expiration of 30 days 
from July 28, 1949, the suspension of the 
provisions of subsection (a) (2) of this 
section will be terminated. 

Suspension of Additional Bat© on Coco- 
nut OIL Act ^ept. 16, 1942, c. 560, 56 
Stat. 752, as amended June SO, 1944, c. 
832, 5 1, 58 Stat. 647, which suspended 
the additional rate on coconut oil termi- 
nated on June 30, 1946 by section 2 of 
said Act Sept. l6, 1942. 

Text of Amendatory Bevenue Acts. 
Complete original text of Revenue Acts 
amending this section, 1939 to date, 
see Volumes “Title 26— Internal Revenue 
Acts”. 

legislative Blstory: For legislative 
history and purpose of Act June 12, 1952 
see 1952 U.S.Oode Oong. and Adin.News, p. 
16 U 


§ S5A71.' RetBiBS 

Bach processor reqiiired to pay the tax imposed by section 2470 shall 
niake monthly returns under oath in dupllctte and pay the tax to the col- 
lector for the district In which is located his principal place of husiness, 
or if he has no principal pidce of Msiness ha the Undted States, thm to 
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tile collector at Baltimore, Maryland. Such returns shall contain such 
information and be made at such times and in such manner as the Com- 
missioner, with the approval of the Secretary, may by regulations pre- 
scribe. 53 Stat. 265. 

§ 2472. Payment of tax 

The tax shall, without assessment by the Commissioner or notice from 
the collector, be due and payable by the processor to the collector for the 
district in which is located his principal place of business, or if he has no 
principal place of business in the United States, then to the collector at 
Baltimore, Maryland, at the time so fixed for filing the return. 53 Stat. 
265. 

§ 2473. Sales to States or political subdivisions 

Subject to such rules and regulations as the Commissioner, with the 
approval of the Secretary, may prescribe, any person who has sold to a 
State, or a political subdivision thereof, for use in the exercise of an es- 
sential governmental function any article containing any such oil, combi- 
nation, or mixture, upon the processing of which a tax has been paid un- 
der section 2470 shall be entitled to a credit or refund of the tax paid with 
respect to the quantity of such oil, combination, or mixture contained in 
such article. 53 Stat. 265. 

§ 2474. Exportation 

Upon the exportation to any foreign country or to a possession of the 
United States of any article wholly or in chief value of an article with 
respect to the processing of which a tax has been paid under this chapter, 
the exporter thereof shall be entitled to a refund of the amount of such 
tax. Upon the giving of bond satisfactory to the Secretary for faithful 
observance of the provisions of this chapter requiring the payment of tax- 
es, any person shall be entitled, without payment of the tax, to process 
for such exportation any article with respect to which a tax is imposed 
by section 2470. 53 Stat. 265. 

§ 2475. Addition to the tax in case of nonpayment 

If the tax is not paid when due, there shall be added as part of the tax 
interest at the rate of 6 per centum per annum from the time the tax 
became due until paid. 53 Stat. 265. 

§ 2476. Repealed. Apr. 30, 1946, c. 244, Title V, § 506(b), 60 
Stat. 157, eff. July 4, 1946. 


Historical Note 


Section, Act Feb. 10. 1939, c. 2, { 2476. 
63 Stat. 265, related to covering collec- 
tions into the Philippine Treasury. 

Section Prior to Repeal: 

*‘§ 2476. Collections covered Into tha 
Philippine Treasury. 

“All taxes collected under this chapter 
with respect to coconut oil wholly of 
Philippine production or produced from 


materials wholly of Philippine growth or 
production, shall be held as a separate 
fund and paid to the Treasury of the 
Philippine Islands, but if at any time 
the Philippine Government provides by 
any law for any subsidy to be paid to the 
producers of copra, coconut oil, or allied 
products, no further payments to the 
Philippine Treasury shall be made under 
this section.§ ** 


§ 2477. First domestic processing defined 

For the purposes of this chapter, the term “first domestic processing"' 
means the first use in the United States, in the manufacture or produc- 
tion of an article intended for sale, of the article with respect to which 
the tax is imposed, but does not include the use of palm oU in the manu- 
facture of iron or steel products, or. tin plate or terne plate, or any subse- 
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Quent use of palm oil residue resulting from the manufacture of iron or 
steel products, or tin plate or terne plate. 53 Stat. 266, amended Oct. 21, 
1942, 4:30 p. m., E. W. T., c. 619, Title VI, § 621, 56 Stat. 980. 


Historica.1 Note 


1942 AmeixdmoDit. Words ‘‘iron or steel 
products” inserted in both instances by 
Act Oct. 21, 1942. 

llffectiv© Bat© at 1942 AmcMidinent. 
Act Oct. 21, 1942, was made effective on 
the first day of the first month which 
began more than ten days after Oct. 21, 


1942, 4 *30 p. m., B W.T., by section 601 
thereof. 

Text of Amendatory Revenn© Acts. 
Complete original text of Revenue Acts 
amending this section, 1939 to date, 
see volumes “Title 26 — Internal Revenue 
Acts”. 


§ 2478. Contracts prior to January 26, 19S4 

If (1) any person has, prior to January 26, 1934, made a bona Me 
contract for the sale on or after May 10, 1934, of any article wholly 
or in chief value of an article with respect to which a tax is imposed 
by this chapter or of any article with respect to which a tax is imposed 
by this section, and if (2) such contract does not permit the addition 
to the amount to be paid thereunder of the whole of such tax, then 
(unless the contract expressly prohibits such addition) the vendee shall 
pay so much of the tax as is not permitted to be added to the contract 
price. Taxes payable by the vendee shall be paid to the vendor at 
the time tbe sale is consummated and shall be returned and paid to 
the United States by the vendor In the same manner as other taxes 
under this chapter. In case of failure or refusal by the vendee to pay 
such taxes to the vendor, the vendor shall report the facts to the Com- 
missioner, who shall cause collection of such taxes to be made from the 
vendee. 63 Stat. 266. 


§ 2479. Other laws applicable 

All provisions of law (including penalties) applicable in respect of 
taxes imposed by section 2700, shall, insofar as applicable and not in- 
consistent with this chapter, be applicable in respect of the taxes im- 
posed by this chapter. 63 Stat. 266. 

§ 2480. Covering of collections into the Treasury 

All collections except as provided in section 2476 shall, notwith- 
standing any other provisions of law, be covered Into the general fund 
of the Treasury of the United States. 53 Stat. 266. 

Historical Note 

Beferences in Text. Section 2470, re- Treasury, was repealed by Act Apr. 80, 
ferred to In tbe text, which related to 1046, c. 244, Title V, § 606(b), 01 Stat. 
corerlng collections into the Philippine 157, eff. July 4, 1946. 

§ 2481. Effective date of chapter 

This chapter shall take effect on the first day of that calendar month 
occurring next after the enactment of this title. 63 Stat. 266. 

§ 2482. Publicity of returns 

Eor provisions with respect to publicity of returns tinder this chapter, 
see subsection (a) (2) of section 66, 63 Stat. 266. 

§ 24SS. [Payment of proceeds of processing tax to Ouam and Ameri- 
can Samoa] i 

All taies collected under this chapter with respect to coconut oil wholly 
of the production of Guam or Arnerican Samoa or produced from materials 
wholly of the growth or production of Guam or Afhericah Samoa, shall be 
held as separate funds and paid to the Treasury of iGuum or American 
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Samoa, respectively. No part of the money from such funds shall be 
used, directly or indirectly, to pay a subsidy to the producers or processors 
of copra, coconut oil, or allied products, except that this sentence shall not 
be construed as prohibiting the use of such money, in accordance with reg- 
ulations prescribed by the Commissioner with the approval of the Secre- 
tary, for the acquisition or construction of facilities for the better curing 
of copra or for bona fide loans to copra producers of Guam or American 
Samoa. Added Sept. 20, 1941, 12:15 p. m., E. S. T., c. 412, Title V, § 
561(a). 65 Stat. 725. 

1 Section was enacted without a catchline. This has been supplied by editor. 

Historical Note 

Effective Date. Act Sept. 20, 1941, was ment of that Act, by section 561(b) 
made applicable only with respect to thereof, 
taxes collected after the date of enact- 


CHAPTER 22.— FISH, ANIMAL, AND VEGETABLE 

OILS 

Sec. 

2490. Imposition of tax. 

2491. Rate of tax. 

2492. Construction of taxing provision. 

2493. Assessment and payment. 

2494. Regulations. 

§ 2490. Imposition of tax 

In addition to any other tax or duty imposed by law, there shall be im- 
posed upon the following articles imported into the United States, unless 
treaty provisions of the United States otherwise provide, a tax at the rates 
set forth in section 2491, to be paid by the importer. 63 Stat. 267. 

§ 2491. Kate of tax 

(a) Whale oil (except sperm oil), fish oil (except cod oil, cod-liver oil, 
and halibut-liver oil), marine-animal oil, tallow, inedible animal oils, in- 
edible animal fats, inedible animal greases, fatty acids derived from any 
of the foregoing, and salts of any of the foregoing; all the foregoing, 
whether or not refined, sulphonated, sulphated, hydrogenated, or other- 
wise processed, 3 cents per pound: Provided., That no whale oil (except 
sperm oil), fish oil, or marine animal oil of any kind (whether or not 
refined, sulphonated, sulphated, hydrogenated or otherwise processed), or 
fatty acids derived therefrom, shall be admitted to entry, after June 30, 
1939, free from the tax herein provided unless such oil was produced on 
vessels of the United States or in the United States or its possessions, from 
whales, fish, or marine animals or parts thereof taken and captured by 
vessels of the United States; 

(b) Sesame oil provided for in paragraph 1732 of the Tariff Act of 
1930, sunflower oil, rapeseed oil, kapok oil, hempseed oil, perilla oil, fatty 
acids derived from any of the foregoing or from linseed oil, and salts of 
any of the foregoing; all the foregoing, whether or not refined, sulphonat- 
ed, sulphated, hydrogenated, or otherwise processed, 4% cents per pound; 

(c) Any article, merchandise, or combination (except oils specified in 
section 2470), 10 per centum or more of the quantity by weight of which 
consists of, or Is derived directly or indirectly from, one or more of the 
products specified above in this paragraph or of the oils, fatty acids, or 
salts specified in section 2470, a tax at the rate or rates per pound equal to 
that proportion of the rate or rates prescribed in this paragraph or such 
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section 2470 in respect of such product or products which the quantity by 
weight of the imported article, merchandise, or combination, consisting of 
or derived from such product or products, bears to the total weight of the 
imported article, merchandise, or combination; but there shall not be tax- 
able under this subparagraph any article, merchandise, or combination 
(other than an oil, fat, or grease, and other than products resulting from 
processing seeds without full commercial extraction of the oil content), 
by reason of the presence therein of an oil, fat, or grease which is a nat- 
ural component of such article, merchandise, or combination and has 
never had a separate existence as an oil, fat, or grease; 

(d) Hempseed, 1.24 cents per pound; perilla seed, 1.38 cents per 
pound; kapok seed, 2 cents per pound; rapeseed, 2 cents per pound; 
and sesame seed, 1.18 cents per pound; 

(e) ' The tax on the articles described In this section shall apply only 
with respect to the importation of such articles after May 10, 1934. 

(f) The tax imposed under subsection (b) shall not apply to rapeseed 
oil imported to be used in the manufacture of rubber substitutes or lubri- 
cating oil, and the Commissioner of Customs shall, with the approval of 
the Secretary, prescribe methods and regulations to carry out this sub- 
section. 

(g) The taxes imposed by section 2490 shall not apply to any article, 
merchandise, or combination, by reason of the presence therein of any 
coconut oil produced in Guam or American Samoa, or any direct or indi- 
rect derivative of such oil. 63 Stat. 267. 


Historical Note 

References In Text. Paragraph 1732 of paragraph 1732 of Title 19, Customs 
the Tariff Act of 1930, referred to in Duties, 
subsec. (b), is classified to section 1201, 

§ 2402. Construction of taxing provision 

Nothing in section 2491 shall be construed as imposing a tax In contra- 
vention of an obligation undertaken in any trade agreement entered into 
prior to August 21, 1936, under the authority of section 350 of the Tariff 
Act of 1930, as amended, c. 474, 48 Stat. 943 (U.S.C., Title 19, § 1351), or 
as imposing a tax on the importation of glycerin or stearine pitch or on the 
importation of any article by reason of any component of such article de- 
rived directly or indirectly from a waste not named in section 2491. 63 
Stat. 268. 

§ 2493. Assessment and payment 

The tax imposed under section 2490 shall be levied, assessed, collect- 
ed, and paid in the same manner as a duty imposed by the Tariff Act of 
1930, and shall be treated for the purposes of all provisions of law relat- 
ing to the customs revenue as a duty Imposed by such Act, except that — 

(1) the value on which such tax shall be based shall be the sum of (A) 
the dutiable value (under section 603 of such Act) of the article, plus 
(B) the customs duties, If any, Imposed thereon under any provision of 
law; 

(2) for the purposes of section 489 of such Act (relating to additional 

duties in certain cases of undervaluation) such tax shall not be consider- 
ed an ad valorem rate of duty or a duty based upon or regulated in any 
manner by the value of the article, and for the purposes of section 33© of 
such Act (the so-called flexible tariff provision) such tax shall not be con- 
sidered a duty; : 

(3) such tax (except as specifically provided In section 2491(g) with 
reference to certain products of Guam and American BSikoa) shhM be Im-* 
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posed in full notwithstanding any provision of law granting exemption 
from or reduction of duties to products of any possession of the United 
States. 63 Stat. 268. 

Historical Note 


Keferences in Text. The Tariff Act of 
19S0, referred to in the text, is classified 
to chapter 4 of Title 19, Customs Duties. 

Such Act, referred to in the text, refers 
to the Tariff Act of 193©. 


Sections 336, 489 and 503 of such Act, 
referred to in the text, are sections of 
the Tariff Act of 1930 and are classified 
to sections 1336, 1489 and 1503, respectire- 
ly. of Title 19, Customs Duties. 


§ 2494. Regulations 

The Secretary shall prescribe and publish all needful rules and regula- 
tions for the enforcement of this chapter. 63 Stat. 268. 
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SUB CHAPTER A. — OPIUM AND COCA LEAVES 

§ 2550. Tax — (a) Rate 

There shall be levied, assessed, collected, and paid upon narcotic drugs 
produced in or imported into the United States, and sold, or removed for 
consumption or sale, an internal revenue tax at the rate of 1 cent per 
ounce, and any fraction of an ounce in a package shall be taxed as an 
ounce. The tax imposed by this subsection shall be in addition to any 
import duty imposed on narcotic drugs. 

(b) By whom paid. The tax imposed by subsection (a) shall be paid 
by the importer, manufacturer, producer, or compounder. 

(c) How paid. 

(1) Stamps. The tax imposed by subsection (a) shall be represented 
by appropriate stamps, to be provided by the Secretary. 

(2) Assessment 

For assessment in case of omitted taxes payable by stamp, see section 3511 and 
section 3640. 

(3) Other methods. Whether or not the method of collecting any 
tax imposed by this section or by section 3220 is specifically provided 
therein, any such tax may, under regulations prescribed by the Secretary, 
be collected by stamp, coupon, serial-numbered ticket, or such other rea- 
sonable device or method as may be necessary or helpful in securing a 
complete and prompt collection of the tax. All administrative and penalty 
provisions of subchapters A, B and C of chapter 11, In so far as applica- 
ble, shall apply to the collection of any tax which the Secretary determines 
or prescribes shall be collected In such manner. 

(4) Cross reference 

For authority of the Secretary to delegate such powers and duties, see subchapter 

D. 

(d) Registration and special tax 

For requirements on importers, manufacturers, producers, dealers and practitioners 
to register and pay special tax, see part V of subchapter A. of chapter 27. 

53 Stat. 269, amended July 1, 1944, c. 377, § 1, 68 Stat. 721; Mar. 8, 
1946, c. 81, § 2, 60 Stat. 39; Aug. 8. 1963, c. 394, §§ 2, 6, 67 Stat. 606, 
506. 


Historical Note 


1953 Amendment. Subsec. (a) amended 
by Act. Aug. 8, 1953, § 2, which substi- 
tuted “narcotic drugs'^ for “opium, ison- 
ipecaine, coca leaves, opiate, any com- 
pound, salt, derivative, or preparation 
thereof'. 

Subsec. (a) amended by Act Aug. 8, 
1963, § 6, which substituted “narcotic 
drugs” for “the aforesaid drugs”. 

104r$ Amendment. Subsec. (a) amended 
by Act Mar. 8, 1946, which inserted “opi- 
ate” Immediately following “cocii leaves”. 

1944 Amendmehi. Subsec. (a) amended 
by Act July 1, 1944, which inserted *'ison- 


Ipeoalne,” Immediately following “upon 
opium." 

X'ext of Amendatory Bevenue Acts. 
Complete original text of Revenue Acts 
amending this section, 1939 to date, 
see volumes “Title 26 — ^Internal Revenue 
Acts”. 

Legislative Histoory and CongressionaJ 
Comment: Eor legislative history and 
purpose of Act Aug. 8, 1963, see 1953 tJ. 
S.Code Copg. ahd Adm.News, p. 2277. See. 
also. Act h^r. 8, 1946, 1946 tr.S.Code Cong. 
Service, p. 1083. 
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§ 2551. Exemptions 

(«) Freparations of limited narcotic content. The provisions of this 
subchapter and part V of subchapter A of chapter 27 shall not he con- 
strued to apply to the manufacture, sale, distribution, giving away, dis- 
pensing, or possession of preparations and remedies which do not contain 
more than two grains of opium, or more than one-fourth of a gram of 
morphine, or more than one-eighth of a grain of heroin, or more than 
one grain of codeine, or any salt or derivative of any of them in one fluid 
ounce or if a solid or semisolid preparation, in one avoirdupois ounce; 
or to liniments, ointments, or other preparations which are prepared for 
external use, only, except liniments, ointments, and other preparations 
which contain cocaine or any of its salts or alpha or beta eucaine or any 
of their salts or any synthetic substitute for them: Provided, That such 
remedies and preparations are manufactured, sold, distributed, given 
away, dispensed, or possessed as medicines and not for the purpose of 
evading the intentions and provisions of this subchapter and said part v ; 
Provided further, That any manufacturer, producer, compounder, or vendor 
(including dispensing physicians) of the preparations and remedies men- 
tioned in this section lawfully entitled to manufacture, produce, 
pound, or vend such preparations and remedies, shall keep a record of all 
sales, exchanges, or gifts of such preparations and remedies in such man- 
ner as the Secretary shall direct. Such record shall be preserved for a 
period of two years in such a way as to be readily accessible to inspection 
by any officer, agent or employee of the Treasury Department duly au- 
thorized for that purpose, and the State, Territorial, District, municipal, 
and insular officers named in section 2556, and every such person so pos- 
sessing or disposing of such preparations and remedies shall register as 
required in section 3221 and, if he is not paying a tax under section 3220. 
he shall pay a special tax of $1 for each year, or fractional part thereof, 
in which he is engaged in such occupation, to the collector of the district in 
which he carries on such occupation as provided in part V of subchapter A 
of chapter 27. 

(b) Decocainlzed coca leaves. The provisions of this subchapter and 
part V of subchapter A of chapter 27 shall not apply to decocainized coca 
leaves or preparations made therefrom, or to other preparations of coca 
leaves which do not contain cocaine. 

(c) Oovernment and State officials — (1) Stamping drugs. 

Officials of the United States, Territorial, District of Columbia, or insu- 
lar possessions, State or municipal governments, who in the exercise of 
their official duties engage in any of the business described in part V of 
subchapter A of chapter 27, shall not be required to stamp narcotic drugs, 
as hereinafter prescribed, but their right to this exemption shall be evi^ 
denced in such manner as the Secretary may by regulations prescribe. 

(2) Begistration and payment of tax 

For exemption of officials of the United States, Territorial, District of Columbia, 
or insular possessions, State or municipal governments from the requirements as to 
registration and the payment of special taxes, see subsection (b) of section 3222. 

<3) Cross reference 

For authority of the Secretary to delegate such powers and duties, see subchapter 
D. 

63 Stat. 270, amended Aug. 8, 1953, c, 394, § 6, 67 Stat. 506. 

Historical Note 


1963 Amendment SubseC. (c) (1) 

amended by Act Aug 8, 1953 which sub- 
stituted ‘^narcotic drugj" fdr ^‘the drugs, 
mentioned in section 2o50{a)”. 

Text of Amendatory Revenue Acts. 
Complete original text of Revenue Acta 
amending this section, 1939 to date, t 


see volumes “Title 26— -Internal Revenue 
Acts’’. 

lieglslative History: For legislative 
history and purpose of Act Aug. 8, 1965, 
see 1953 U.&.€od6 Cong, and AdnuNews, 
,p. 2277. 
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§ 2552. Stamps 

(a) Affixing, The stamps provided In subsection (c) (1) of section 
2550 shall be so affixed to the bottle or other container as to securely seal 
the stopper, covering, or wrapper thereof. 

(b) Other laws applicable. All the provisions of law relating to the 
engraving, issuance, sale, accountability, cancellation, and destruction of 
tax-paid stamps provided for in the internal revenue laws shall, in so far 
as necessary, be extended and made to apply to the stamps provided in 
subsection (c) (1) of section 2560, 

(c) Cross reference 

For general provisions relating to stamps, see part I of subchapter A of chapter 28. 
S3 Stat. 271. 


§ 3553. Packages — (a) General requirement 

It shall be unlawful for any person to purchase, sell, dispense, or dis- 
tribute narcotic drugs except in the original stamped package or from the 
original stamped package! and the absence of appropriate tax-paid stamps 
from narcotic drugs shall be prima facie evidence of a violation of this 
subsection by the person in whose possession same may be found; and 
the possession of any original stamped package containing narcotic drugs 
by any person who has not registered and paid special taxes as reQuired 
hy sections 3221 and 3220 shall be prima facie evidence of liability to 
such special tax. 

(b) Exceptions In case of registered practitioners. The provisions of 
subsection (a) shall not apply — 


(1) Prescriptions. 

To any person having In his or her possession any narcotic drugs or 
compounds of narcotic drug which have been obtained from a registered 
dealer in pursuance of a written or oral prescription referred to in section 
2654(c) (2), issued for legitimate medical uses by a physician, dentist, 
veterinary surgeon, or other practitioner registered under section 3221; 
and where the bottle or other container in which such narcotic drug or 
compound of a narcotic drug may be put up by the dealer upon said pre- 
scription hears the name and registry number of the druggist, and name 
and address of the patient, serial number of prescription, and name, ad- 
dress, and registry number of the person issuing said prescription; or 


(3) Plspensations direct to patients. 

To the dispensing, or administration, or giving away of narcotic drugs 
to a patient by a registered physician, dentist, veterinary surgeon, or 
other practitioner in the course of his professional practice, and where 
said drugs are dispensed or administered to the patient for legitimate 
medical purposes, and the record kept as required by this subchapter of 
the drugs so dispensed, administered, distributed, or given away. 5 3 Stat. 
271 amended July 1, 1944, c. 377, § 2, 68 Stat. 721; Aug. 8, 1953, c. 
394^ § 6, 67 Stat. 606; Aug. 31, 1964, c. 1147, § 3, 68 Stat. 1002. 


3Elist'orioal Kote 


1054 Amemdmwt, Sub sec. (b) (1) 

amended by Act Aug. 31 , 1954 , to include 
within the category of practitioners an- 
thorteed to dispense narcotic drugs other 
practitioners such as osteopaths, podia- 
trists, etc., and to allow the filling of 
certain oral prescriptions. 

1058 Ammdment. Act Aug. 8, 1953 
amended section by striking out ‘‘any of 
the drugs mentioned in section 2660(a) , 
and *'any U the aforesaid drugs", who*- 

687 


ever appearing, and inserting In Hen 
thereof “narcotic drugs". 

1044 Amendment. Siubsec. (a) amended 
hy Act July 1, 1944, which struck word 
^*for" foil Giving “absence of appropriate 
tax-paid stamps’* und inserted in lieu 
thereof “from”. 


Text of Amenudatory Mevmme Acts. 
Coinplete original text of Eerenue Acts 
amenffing tBe section, 1939 to date, 



NARCOTICS 


§2553 


see voloroes “Title 26— Internal Rerenue see 1954 TJ.S Code ConS 

^cts". P- 3360. See, also. Act Aug. 8, 1953, 1953 

U.S.Code Coag. and Adm.News, p. 2277. 

Xiegislative Histoiry: For legislative 
Mstory and purpose of Act Aug. 31, 1954, 

§ 2554. Order forms — (a) General requirement 

It sliall be unlawful for any person to sell, barter, exchange, or give 
away narcotic drugs except in pursuance of a written order of the person 
to whom such article is sold, bartered, exchanged, or given, on a form to 
be issued in blank for that purpose by the Secretary. 

(b) Exception in case of Virgin Islands. Tbe President Is authorized 
and directed to issue such Executive orders as will permit those Persons 
In the Virgin Islands of the United States lawfully entitled to sell, deal 
In, dispense, prescribe, and distribute narcotic drugs, to obtain said 
drugs from persons registered under section 3221 within the continental 
United States for legitimate medical purposes, without regard to the 
order forms described in this section. 

(c) Other exceptions. Nothing contained in this section, section 2563, 
or section 2564 shall apply — 

(1) tJse of drugs in professional practice. 

To the dispensing or distribution of narcotic drugs to a patient by a 
physician, dentist, veterinary surgeon, or other practitioner, registered 
under section 3221, in the course of his professional practice only: 
Provided, That such physician, dentist, veterinary surgeon, or other prac- 
titioner, shall keep a record of all such drugs dispensed or distributed, 
showing the amount dispensed or distributed, the date, and the name 
and address of the patient to whom such drugs are dispensed or dis- 
tributed, except such as may be dispensed or distributed to a patient 
upon whom such physician, dentist, veterinary surgeon, or other practi- 
tioner, shall personally attend; and such record shall be kept for a period 
of two years from the date of dispensing or distributing such drugs, 
subject to inspection, as provided in section 2556. 

(2) Prescription. 

To the sale, dispensing, or distribution of narcotic drugs by a dealer 
to a consumer under and in pursuance of a written prescription issued by a 
physician, dentist, veterinary surgeon, or other practitioner, ^ registered 
under section. 3221: Provided', however. That (1) such prescription shall 
be dated as of the day on which signed and shall be signed by the physician, 
dentist, veterinary surgeon, or other practitioner, who shall have issued 
the same; (2) that such dealer shall preserve such prescription for a 
period of two years from the day on which such prescription is filled in 
such a way as to be readily accessible to inspection by the officers, agents, 
employees, and officials mentioned in section 2556. 

In lieu of a written prescription for such narcotic drugs or compounds 
of a narcotic drug which the Secretary, in his discretion (after considering 
any views expressed on the subject by the Surgeon General, United States 
Public Health Service; the Commissioner, United States Pood and Drug 
Administration, the respective heads of State narcotic law enforcement 
agencies, and the respective secretaries of national associations repre- 
senting U) narcotic drug manufacturers, (b) physicians, and (c) pharma- 
cists), shall find and by regulation designate to possess relatively little or 
no addiction liability, the sale, dispensing, or distribution may be made by 
a dealer to a consumer upon oral prescription of a duly registered physi- 
cian, dentist, veterinary surgeon, or other practitioner, which oral pre- 
scription is reduced promptly to writing, and the writing filed and pre- 
served by the dealer for a period of two years from the date op which such 
prescription is filled in such a Way as to be readily accessible to inspection 
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by the officers, agents, employees, and officials mentioned in section 2556. 
In issuing an oral prescription, the prescriber shall furnish the dealer with 
the same information as is reguired by law or regulation in case of a 
written prescription for narcotic drugs or compounds of a narcotic drug 
except for the written signature of the prescriber, and the dealer who 
dlls such prescription shall be required to inscribe such information on the 
written record of the prescription made, filed and preserved by him, and 
shall inscribe on the label of the container of the narcotic drug or com- 
pound of a narcotic drug the same information as is required in filling 
a written prescription. An oral prescription ^hall not be refilled. 

If the Secretary shall subsequently determine that a narcotic drug 
or a compound of a narcotic drug, to which the oral prescription procedure 
described in the preceding paragraph has been made applicable, possesses 
a degree of drug addiction liability that, in his opinion, results in abusive 
use of such procedure, he shall by regulation publish the determination in 
the Federal Register. The determination shall be final, and after the 
expiration of a period of six months from the date of its publication, the 
oral prescription prt)cedure described in the preceding paragraph shall 
cease to apply to the particular narcotic drug or to the particular com- 
pound of a narcotic drug which is the subject of the determination, 

(3) Exportation. To the sale, exportation, shipment, or delivery of 
narcotic drugs by any person within the United States or any Territory 
or the pistrict of Columbia or any of the insular possessions of the United 
States to anj'' person in any foreign country, regulating their entry in 
accordance with such regulations for importation thereof into such for- 
eign country as are prescribed by said country, such regulations to be 
promulgated from time to time by the Secretary of State of the United 
States. 

(4) Government and State officials. To the sale, barter, exchange, or 
giving away of narcotic drugs to any officer of the United States Govern- 
ment or of any State, Territorial, district, county, or municipal or insular 
government lawfully engaged in making purchases thereof for the various 
departments of the Army and Navy, the Public Health Service, and for 
Government, State, Territorial, district, county, or municipal or Insular 
hospitals or prisons. 

(d) Preservation. Every person who shall accept any order required 
under subsection (a), and in pursuance thereof shall sell, barter, ex- 
change, or give away narcotic drugs, shall preserve such order for a 
period of two years in such a way as to he readily accessible to inspection 
by any officer, agent, or employee of the Treasury Department duly au- 
thorized for that purpose, and the State, Territorial, District, municipal, 
and insular officials named in section 2656. 

(e) Duplicates. Every person who shall give an order as provided 
In this section to any other person for narcotic drugs shall, at or before 
the time of giving such order, make or cause to he made a duplicate 
thereof on a form to he issued in blank for that purpose by the Secretary, 
and in case of the acceptance of such order, shall preserve such duplicate 
for said period of two years in such a yray as tp be readily accessible to 
inspection by the officers, agents, employees, and officials mentioned in 
section 2556. 

(f) Supply. The Secretary shall cause suitable forms to be prepared 
for the purposes above mentioned, and shall cause the same to bq dis- 
tributed to collectors for sale by them to those perspns who shall bare 
registered and paid the special tax as required by sections ^221 and 3 2 SO 
in their districts, respectively; and no collector shall sell any p£ such 
forms to any persons other than a person who has registered and paid the 
Special tax as required by said sections in his ddstrict The price at 

T. 26h U.S.C.A.— U 6^ 
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wMch sucli forms shall be sold by said collectors shall be fixed by the 
Secretary but shall not exceed the sum of $1 per hundred. Every col- 
lector shall keep an account of the number of such forms sold by him, the 
names of the purchasers, and the number of such forms sold to each of 
such purchasers. Whenever any collector shall sell any of such forms, 
he shall cause the name of the purchaser thereof to be plainly written or 
stamped thereon before delivering the same; and no person other than 
such purchaser shall use any of said forms bearing the name of such 
purchaser for the purpose of procuring narcotic drugs, or furnish any 
of the forms bearing the name of such purchaser to any person with 
intent thereby to procure the shipment or delivery of narcotic drugs. 

(g) Unlawful use. It shall be unlawful for any person to obtain by 
means of said order forms narcotic drugs for any purpose other than the 
use, sale, or distribution thereof by him in the conduct of a lawful busi- 
ness in said drugs or in the legitimate practice of his profession. 

(h) Cross references — (1) Issuance in Puerto Rico and the Trust Ter- 
ritory of the Pacific Islands 

For issuance of order forms in Puerto Bico and the Trust Territory of the Pacific 
Islands, see subsection (a) of section 2564. 

(2) Transfer of duties 

Por the authority of the Secretary to delegate such powers and duties, see sub- 
chapter D. 

53 Stat. 272, amended Aug. 8, 1953, c. 392, § 3, 67 Stat. 500; Aug. 8, 
1953, c. 394, § 6. 67 Stat. 506; Aug. 31, 1954, c. 1147, §§ 1, 2, 68 
Stat. 1001. 


Historical Note 

1954 Amendment. Subsec. (c) (1) the third month which begins more than 


amended by Act Aug. 31, 1954, S 1, to in- 
clude within the category of practitioners 
authorized to dispense narcotic drugs 
other practitioners such as osteopaths, 
podiatrists, etc. 

Subsec. (c) (2) amended by Act Aug. 
31, 1954, § ^ to exempt those narcotics 
or narcotic compounds which possess 
little or no addiction liability from the 
requirement that all narcotic prescrip- 
tions must be in writing and signed by a 
licensed practitioner, 

19S3 Amendment. Subsec. (h) (1) 

amended by Act Aug. 8, 1953, c, 392, to 
eliminate references to the Philippine 
Islands and to substitute the Trust Ter- 
ritory of the Pacific Islands. 

Act Aug, 8, 1953, c. 394, amended sec- 
tion by striking out “the drugs men- 
tioned in section 2650(a)’*, “any of the 
drugs mentioned in section 2550(a)”, and 
“any of the aforesaid drugs”, wherever 
appearing, and inserting in lieu thereof 
“narcotic drugs.” 

PfTc^ctive Date of 1953 Amendment. 
Amendment of section by Act Aug. 8, 
1953, c, 392, as effective the first day of 


ten days after Aug. 8, 1953, see note set 
out under section 2563. 

Philippine Independence. Proc. No. 
2695, eff. July 4, 1946, 11 F.B. 7517, 60 
Stat. 1352, issued pursuant to section 
1394 of Title 22, Foreign Relations and In- 
tercourse, recognized the independence of 
the Philippines as of July 4, 1946. For 
text of Proc. No. 2695, see note under 
section 1394 of said Title 22. 

Delegation of Functions. For delega- 
tion to the Secretary of the Interior of 
authority vested in the President by this 
section, see Bx.0rd.l0260, June 5, 1951, 
16 P.R. 5385, set out as a note under sec- 
tion 301 of Title 3, The President. 

Text of Amendatory Revenue Acts. 
Complete original text of Revenue Acts 
amending this section, 1939 to date, 
see volumes “Title 26 — ^Internal Revenue 
Acts”. 

legislative History: For legislative 
history and purpose of Act Aug. 31, 1954, 
see 1954 TJ.S.Code Cong, and Adm.News, 
p. 3560. See, also, Acts Aug. 8, 1953, cc. 
392, 394, 1953 U.S.Code Cong, and Adm. 
News, pp. 2255, 2277, respectively. 


§ 2555. Recordls, statements, and returns 

(a) General requirement. Every person liable to any tax imposed 
by this subchapter or section 3220, or for the collection thereof, shall 
keep such records, render under oath such statements, make such re- 
turns, and comply with such rules and regulations, as the Secretary may 
from time to time prescribe, 

(b) Books and monthly returns of importers, manufacturers, aud 
wholesale dealers. Importers, manufacturers, and wholesale dealers shall 
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keep suck books and records and render suck monthly returns in relation 
to tke transactions in narcotic drugs as the Secretary may by regulations 
require. 

(c) Returns by registrants of drugs received — (1) Requirement 

Any person who shall be registered in any internal revenue district 
under the provisions of section 3221 shall, whenever required so to do- 
by the collector of the district, render to the said collector a true and cor- 
rect statement or return, verified by affidavit, setting forth the quantity 
of narcotic drugs received by him in said internal revenue district during 
such period immediately preceding the demand of the collector, not ex- 
ceeding three months, as the said collector may fix and determine; the 
names of the persons from whom the said drugs were received; the 
quantity in each instance received from each of such persons, and the 
date when received. 

(2) Cross reference 

For authority of the Secretary to delegate such powers and duties, see suhchap- 
ter D. 

53 Stat. 273, amended Aug. 8, 1953, c. 394, § 6, 67 Stat. 506. 


Historical Note 


1953 Amendment. Subsecs, (b) and (c) 
(1) amended by Act Aug 8, 1953 which 
substituted “narcotic drugs” for “the 
aforesaid drugs” where those words ap- 
peared in each such subsection. 

Text of Amendatory Kevenue Acts. 
Complete original text of Revenue Acts 


amending this section, 1939 to date, 
see volumes “Title 26 — Internal Revenue 
Acts”. 

liCgislative History: For legislative 
history and purpose of Act Aug. 8, 1953, 
see 1953 XJ.S.Code Cong, and Adm.News, 
p. 2277. 


§ 2556. Inspection and copies of returns, duplicate order forms, and 
prescriptions — (a) Requirements 

The duplicate order forms and the prescriptions, including the written 
record of oral prescriptions, required to be preserved under the provisions 
of section 2554(c) (2) and (e), and the statements or returns filed in the 
office of the collector of the district, under the provisions of section 
2655(c), shall be open to inspection by officers, agents, and employees of 
the Treasury Department duly authorized for that purpose; and such 
officials of any State or Territory, or of any organized municipality therein, 
or of the District of Columbia, or any insular possession of the United 
States, as shall be charged with the enforcement of any law or municipal 
ordinance regulating the sale, prescribing, dispensing, dealing in, or dis- 
tribution of narcotic drugs. Bach collector is authorized to furnish, upon 
written request, certified copies of any of the said statements or returns 
filed in his office to any of such officials of any State or Territory or 
organized municipality therein, or the District of Columbia, or any insular 
possession of the United States, as shall be entitled to inspect the said 
statements or returns filed in the office of the said collector, upon the 
payment of a fee of $1 for each one hundred words or fraction thereof 
in the copy or copies so requested. 

(b) Cross reference 

For authority of the Secretary to delegate such powers and duties, see subchap- 
ter B, 

63 Stat. 274, amended Aug. 8, 1963, c. 394, § 6, 67 Stat. 606; Aug. 31, 
1964, C. 1147, § 4, 68 Stat. 1002. 


Historical Note 

1964 Ameaadnimt. Subsec, (a) amended 1958 Amendment Subsec. (a) amended 
by Act Aug. 31, 1954, to insert foilowlur by Act Aug. 8 , 1958 which substituted 
“pr^erlptlons” the phrase /*, lucludiug “maijcotlQ drugs” for “the aforesaid 
the written record of oral prescriptions.”. drugs”. 
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Text of Ajsiendatory Kevenue Acts. 
Complete original text of Revenue Acts 
amending this section, 1939 to date, 
see volumes “Title 26 — Internal Revenue 
Acts’'. 


l^egislative History: For legislative 
history and purpose of Act Aug. 31, 1954, 
see 1954 U.S Code Cong, and Adm.New^s, 
p. 3560 See, also. Act Aug. 8, 1953, 1953 
U.S Code Cong, and Adm.News, p. 2277 


§ 2557. Penalties — (a) Unlawful disclosure of information on returns 
or order forms 

Any person who shall disclose the information contained in the state- 
ments or returns required under subsection (c) of section 255 5 or in the 
duplicate order forms required in subsection (e) of section 2554, except 
as expressly proTided in section 2556, and except for the purpose of en- 
forcing the provisions of this subchapter or part V of subchapter A of 
chapter 27, or for the purpose of enforcing any law of any State or Terri- 
tory or the District of Columbia, or any insular possession of the United 
States, or ordinance of any organized municipality therein, regulating the 
sale, prescribing, dispensing, dealing in, or distribution of narcotic drugs, 
shall, on conviction, be fined or imprisoned as provided by subsection (b) 
( 1 ). 

(b) Violations in general 

(1) Whoever commits an offense or conspires to commit an offense 
described in this subchapter, subchapter C of this chapter, or parts V or 
VI of subchapter A of chapter 27, for which no specific penalty is other- 
wise provided, shall be fined not more than $2,000 and imprisoned not 
less than two or more than five years. For a second offense, the of- 
fender shall be fined not more than $2,000 and imprisoned not less than 
five or more than ten years. For a third or subsequent offense, the of- 
fender shall he fined not more than $2,000 and imprisoned not less than 
ten or more than twenty years. Upon conviction for a second or subse- 
quent offense, the imposition or execution of sentence shall not be sus- 
pended and probation shall not be granted. For the purpose of this para- 
graph, an offender shall be considered a second or subsequent offender, as 
the case may be, if he previously has been convicted of any offense the 
penalty for which is provided in this paragraph or in section 2(c) of 
the Narcotic Drugs Import and Export Act, as amended (U.S.C.A., title 21, 
sec. 174), or if he previously has been convicted of any offense the penalty 
for which was provided in section 9, chapter 1, of the Act of December 17, 
1914 (38 Stat. 789), as amended; section 1 , chapter 202, of the Act 
of May 26, 1922 (42 Stat. 596), as amended; section 12, Chapter 653, 
of the Act of August 2, 1937 (50 Stat. 656), as amended; or sections 
2557(b) (1) or 2596 of the Internal Revenue Code enacted February 10, 
1939 (ch. 2, 53 Stat. 274, 282), as amended. After conviction, but prior 
to pronouncement of sentence, the court shall be advised by the United 
States attorney whether the conviction is the offender's first or a subse- 
quent offense. If It is not a first offense, the United States attorney shall 
file an information setting forth the prior convictions. The offender shall 
have the opportunity in open court to affirm or deny that he is identical 
with the person previously convicted. If he denies the identity, sentence 
shall be postponed for such time as to permit a trial before a jury on the 
sole issue of the offender's identity with the person previously convicted. 
If the offender is found by the jury to be the person previously convicted, 
or if he acknowledges that he is such person, he shall be sentenced as pre- 
scribed in this paragraph. 

(2) Any person required under this subchapter or section 3220 to 
pay any tax, or required by law or regulations made under authority 
thereof to make a return, keep any records, or supply any informa- 
tion, for the purposes of the computation, assessment, or collection 
of any tax imposed by this subchapter or section 3220, who willfully 
fails to pay such tax, make such return, keep such records, or supply 
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such information, at the time or times required by law or regulations, 
shall, in addition to other penalties provided by law, be guilty of a 
misdemeanor and, upon conviction thereof, be fined not more than ^10,000, 
or imprisoned for not more than one year, or both, together with the 
costs of prosecution. 

(3) Any person required under this subchapter or section 3220 of 
chapter 27 to collect, account for and pay over any tax imposed by 
this subchapter or said section 3220, who willfully fails to collect or 
truthfully account for and pay over such tax, and any person who will- 
fully attempts in any manner to evade or defeat any tax imposed by this 
subchapter or section 3220 or the payment thereof, shall, in addition to 
other penalties provided by law, be guilty of a felony and, upon con- 
viction thereof, be fined not more than $10,000, or imprisoned for not 
more than five years, or both, together with the costs of prosecution. 

(4) Any person who willfully fails to pay, collect, or truthfully 
account for and pay over, any tax imposed by this subchapter or sec- 
tion 3220 or willfully attempts in any manner to evade or defeat any 
such tax or the payment thereof, shall, in addition to other penalties 
provided by law, be liable to a penalty of the amount of the tax evaded, 
or not paid, collected or accounted for and paid over, to be assessed 
and collected in the same manner as taxes are assessed and collected. 
No penalty shall he assessed under this paragraph for any offense for 
which a penalty may be assessed under authority of section 3 612. 

(5) -(7) Repealed. Nov. 2, 1951, c. 666, § 6(3), 65 Stat. 769. 

(8) The term '"person’" as used in paragraphs (2), (3) and (4) in- 
-cludes an officer or employee of a corporation or a member or em- 
ployee of a partnership, who as such officer, employee, or member is 
■under a duty to perform the act in respect of which the violation occurs. 

(c) Cross references 

For definition of “person” as used generally in tMs subcliapter, see subsection fa) 
-of section 3228. 

For general penalty provisions, see part III of snbcbapter A of chapter 28 and 
.aection 3793 of chapter 38. 

53 Stat. 274, amended July 1, 1944, c. 377, § 3, 68 Stat. 721; Mar. 8, 
1946, c. 81, § 3, 60 Stat. 39; Nov. 2, 1951, c. 666, §§ 2, 5(3), 66 Stat. 
769; Aug. 8, 1953, c. 394, § 6, 67 Stat. 506. 


Historical Note 


Referonces In Text. Section 2(c) of the 
Narcotic Drugs Import and Export Act, 
-as amended, referred to in subsec. (b) 
(1), is classified to section 174 of Title 
21, Food and Drugs. 

Section 1, chapter 202, of the Act of 
May 26, 1922 (42 Stat. 596), as amended, 
referred to in subsec. (b) (1), is classi- 
fied to sections 171, 173, and 174-177 of 
aaid Title 21. 

Section 9, chapter 1 of the Act of De- 
cember 17, 1914 (38 Stat 789) as amend- 
ed, and section 12, chapter 653, of the 
Act of August 2, 1937 (60 Stat 556) as 
amended, referred to In subsec. (b) (1), 
were formerly classified to this title and 
repealed by Act Feb. 10, 1989, c. 2, 8 4, 
m Stat h 

1963 Ammdment. Subsec. (a) af^^uded 
by Act Aug. 8, 1963 which substituted 
“narcotic drugs” for “the drugs snen- 
tioned in section 2550(a)*’, 

1961 4jaiendment. Subsec. (h) (1) 

amended by Act Nov. 2, 1951, | 2, and 


to incorporate therein the penalty provi- 
sions contained in former subsecs. (5), 
(C) and (7), and to render the penalty 
provisions uniform with section 174 of 
Title 21. 

1946 Amendbnent. Subpars. (5) and (6) 
of subsec. (b) amended by Act Mar. 8, 
1946, which inserted in each “opiate” 
immediately following “or conspiring to 
sell * • ♦ isonlpecaine,”, deleted in 

each “or” from phrase “preparation of 
opium, coca leaves, cocaine, or isonlpe- 
caine”, and Inserted in each Immediately 
following such phrase “or opiate,”, 

1944 Amendment. Subpars. (5) and (6) 
of subsec. (b) amended by Act July 1, 
1944, which inserted tn each "isonlpe- 
caine,” immediately following “or con- 
spiring to sell, import, or export opium, 
coca leaves, cocaine”, deleted in each 
“or” from phrase ‘"preparation of opium, 
coca leaves, or cocaine,”, and Inserted in 
each Immediately foliov^g such phrase 
"’or isonlpecaine,”. 
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Repeals. Subsecs, (b) (5), (b) (6) and 
(b) (7), repealed by Act Nov. 2, 1951, § 
5(3), contained, generally, provisions 
now covered by subsec. (b) (1). Sucb 
subsecs, prior to repeal provided : 

^*(5) A person who, after having been 
convicted of selling, importing, or ex- 
porting, or conspiring to sell, import, or 
export, opium, coca leaves, cocaine, isoni- 
pecaine, opiate, or any salt, derivative, 
or preparation of opium, coca leaves, 
cocaine, isonipecaine, or opiate, again 
sells, imports, or exports, or conspires to 
sell, import, or export, any of the said 
narcotic drags, in violation of the laws 
of the United States, shall, upon convic- 
tion of such second offense, be fined not 
more than $5,000 or imprisoned in a Ped- 
eral penitentiary for not more than ten 
years, or both, in the discretion of the 
court, whenever the fact of such previous 
conviction is established in the manner 
prescribed in paragraph 7 of this subsec- 
tion. 

“(6) A person who, after having been 
two times convicted of selling. Importing, 
or exporting, or conspiring to sell, im- 
port, or export, opium, coca leaves, co- 
caine, isonipecaine, opiate, or any salt, 
derivative, or preparation of opium, coca 
leaves, cocaine, isonipecaine, or opiate, 
again sells, imports, or exports or con- 
spires to sell, import, or export, any of 
the said narcotic drugs, in violation of 
the laws of the United States, shall, upon 
conviction of such third offense, or any 
offense subsequent thereto, be fined not 
more than $10,000 or imprisoned in a 
Federal penitentiary for not more than 
twenty years, or both, In the discretion 
of the court, whenever the fact of such 
previous convictions is established in the 
manner prescribed in paragraph 7 of this 
subsection. 

‘*(7) Whenever it shall appear, after 
conviction and before or after sentence, 
that a person convicted of unlawfully 
selling, importing, or exporting, or con- 
spiring unlawfully to sell, import, or 
export, any of the narcotic drugs enu- 
merated in paragraph (5) has previously 
been convicted of unlawfully selling, im- 
porting, or exporting, or conspiring un- 
lawfully to sell, import, or export, any 
of said narcotic drugs, in violation of the 
laws of the United States, it shall be 

§ 2558. Forfeitures 


the duty of the UnitedE States district at- 
torney for the district in which such sub- 
sequent conviction was had to file an in- 
formation alleging that the defendant 
has previously been so .convicted, and 
further alleging the number of such pre- 
vious convictions. The court in which 
the defendant was convicted shall cause 
the said defendant, whether confined in 
prison or otherwise, to appear before it 
and shall apprise him of the allegations 
of the information and of his right to a 
trial by jury as to the truth thereof. 
The court shall inquire of the defend- 
ant whether he is the person who has 
previously been convicted. If the de- 
fendant states he is not such person, or 
if he refuses to answer or remains silent, 
a plea of not guilty shall be entered by 
the court, and a jury shall be empaneled 
to determine whether the defendant is 
the person alleged in the information 
to have previously been convicted, and 
the number of such previous convictions. 
If after a trial on the sole issue of the 
truth of such allegations the jury deter- 
mines that the defendant is in fact the 
person previously convicted as charged 
in the information, or if he acknowledges 
in open court, after being duly cautioned 
as to bis rights, that he is such person, 
he shall be punished as prescribed in 
paragraphs 5 or 6 of this subsection, as 
the case may be, and the previous sen- 
tence of the court, if any, shall be va- 
cated and there shall be deducted from, 
the new sentence the amount of time ac- 
tually served under the sentence so va- 
cated.” 

Saving Clause. Section 6 of Act Nov. 
2, 1951 provided that the repeal of sub- 
secs. (b) (5), (b) (6), and (b) (7) of 

this section should not affect any rights 
or liabilities “now” existing thereunder. 

Text of Amendatory Revenue Acts. 
Complete original text of Eevenue Acts- 
amending this section, 1939 to date, see 
volumes “Title 26 — ^Internal Revenue 
Acta”. 

Legislative History and Gongressionab 
Comment: For legislative history and 
purpose of Act Aug. 8, 1953, see 1953 U S. 
Code Cong and Adm.News, p 2277, See,, 
also. Act Mar. 8, 1940, 1946 U.S.Code Cong. 
Service, p. 1083. 


(a) Unstamped packages. All unstamped packages of narcotic drugs 
found in the possession of any person, except as provided in this subchap- 
ter, shall be subject to seizure and forfeiture, and all the provisions of 
internal revenue laws relating to searches, seizures, and forfeiture of un- 
stamped articles shall be extended to and made to apply to the articles- 
taxed under this subchapter and the persons upon whom the taxes under 
this suhehapter or part V of subchapter A of chapter 27 are imposed. 

(b) Seized opium — Confiscation and disposal 

(1) Frocednre. All narcotic drugs seized by the United States Govern- 
ment from any person or persons charged with any violation of this chap- 
ter or part V of subchapter A of chapter 27, or the Act of February 9 ,. 
1909, ch. 100, 35 Stat. 614 as amended by the act of Jan. 17, 1914, ch.. 
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■ 9 , 38 Stat. 275* the Act of May 26, 1922 (ch. 202, 42 Stat. 596), the Act 
of June 7, 1924 (ch. 352, 43 Stat. 657), and the Act of June 14, 1930 
(ch. 488, 46 Stat. 586) (U.S.C., Title 21, §§ 171-184), shall upon con- 
Tiction of the person or persons from whom seized he confiscated by and 
forfeited to the United States; and the Secretary is authorized to deliver 
for medical or scientific purposes to any department, bureau, or other 
agency of the United States Government, upon proper application there- 
for under such regulation as may be prescribed by the Secretary, any of 
the drugs so seized, confiscated, and forfeited to the United States. The 
provisions of this paragraph shall also apply to narcotic drugs seized or 
coming into the possesion 1 of the United States in the enforcement of 
this chapter, part V of subchapter A of chapter 27, or any of the above 
mentioned acts where the owner or owners thereof are unknown. No 
narcotic drugs coming into possesion 1 of the United States under the 
operation of said chapter, part, or acts, or the provisions of this para- 
graph, shall be destroyed without certification by a committee appointed 
by the Secretary that they are of no value for medical or scientific 
purposes. 

(2) Cross reference 

For authority of the Secretary to delegate such powers and duties, see subchap- 
ter D- 

(c) Cross reference 

For general forfeiture provisions, see part III of subchapter A of chapter 28 and 
isection 3793 of chapter 38. 

53 Stat. 276, amended July 1, 1944, c. 377, § 4, 58 Stat. 721; Mar. 8, 
1946, c, 81, § 4, 60 Stat. 39; Aug. 8, 1953, c. 394, §§ 3(a), 6, 67 Stat 
505, 606, 

1 So in original. Probably should read “possession.** 


Historical Note 


1963 Amondmeoat. Subsec. (a) amended 
hy Act Aug. 8, 1963, § 6, which substi- 
tuted “narcotic drugs** for “the drugs 
mentioned in section 2650(a)’*. 

Subsec. (b) amended by Act Aug. 8, 
1953, § 3(a), which substituted “narcotic 
•drugs’* for “opium, coca leaves, isonipe- 
•caine, opiates, and all salts, derivatives, 
and preparations of opium, coca leaves, 
isonipecaine, and opiates”, and “No nar- 
•cotic drugs” for “None of the aforesaid 
•drugs”. 

Subaec. (b) (1) amended by Act Aug. 8, 
1953, § 0, which substituted “narcotic 
•drugs” for “any of the aforesaid drugs”. 
Narcotic drugs— 

1946 Ajmonclmont. Subsec. (b) amend- 
•ed by Act Mar. 8, 1946, which inserted 
“opiates,” immediately following “All 
opium, coca leaves, isonipecaine,”, de- 
leted the word “and” preceding “isonipe- 
caine” from phrase “all salts, derivatives, 
and ♦ ♦ * isonipecaine”, and inserted 
immediately following such phrase **and 
•opiates,**. 


1944 Amendment. Subsec. (b) amend- 
ed by Act July 1, 1944, which struck out 
“its salts, derivatives, and compounds, 
and coca leaves, salts, derivatives and 
compounds thereof,” and inserted in lieu 
thereof “coca leaves, isonipecaine, and 
all salts, derivatives, and preparations of 
opium, coca leaves, and isonipecaine,”, 
and inserted the Act of May 26, 1922 
(c. 202, 42 Stat. 696), the Act of June 7, 
1924 (c. 352, 43 Stat. 667), and the Act of 
June 14, 1930, (c. 488, 46 Stat 686)” fol- 
lowing “(c. 9, 38 Stat 276)”. 

Text of Amendatory Bevenue Acts. 
Complete original text of Revenue Acts 
amending this section, 1939 to date, see 
volumes “Title 26 — ^Internal Revenue 
Acts”. 

XtCglslatlve History and Congressional 
Comment I For legislative history and 
purpose of Act Aug. 8, 1953, see 1953 
U.S.Code Cong, and Adm.News, p. 2277, 
See, also, Act Mar. 8, 1946, 1946 TJ.S.Code 
Cong. Service, p. 1083. 


§ 2559. Begulatlons 

(a) Making and publishing- The Secretary shall make, prescribe, and 
publish all needful rules and regulations for carrying the provisions of 
■this subchapter and part V of subchapter A of chapter 27 into effect. 

(h) Cross reference 

For authority of the Secretary to delegate such powers and duties see subchap- 
«ter D. 

53 Stat. 277, 
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§ 2560. Fersomel 

(a) Appointmejit. Tlie Secretary Is authorized to appoint such agents^, 
deputy collectors,- inspectors, chemists, assistant chemists, clerks, and 
messengers in the field and in the Bureau of Internal Revenue in the 
District of Columbia as may be necessary to enforce the provisions of 
this subchapter and part V of subchapter A of chapter 27. 

(b) Cross reference 

For anthority of tbe Secretary to delegate sucb powers and duties, see subcbap- 
ter D. 

53 Stat. 277. 


§ 2561, Xiaws unaffected 

Nothing contained in this subchapter or part V of subchapter A 
of chapter 27 shall be construed to impair, alter, amend, or repeal any 
of the provisions of the Act of Congress approved June thirtieth, nineteen 
hundred and six, entitled “An Act for preventing the manufacture, sale, 
or transportation of adulterated or misbranded, or poisonous, or deleteri- 
ous foods, drugs, medicines, and liquors, and for regulating traffic therein, 
and for other purposes,” c, 3915, 34 Stat. 76 8 (U.S.C., Title 21, §§ 1—15), 
and any amendment thereof, or of the Act approved February ninth, nine- 
teen hundred and nine, entitled "'An Act to prohibit the importation and 
use of opium for other than medicinal purposes,” c. 100, 35 Stat. 614 
(U.S.C., Title 21, §§ 171-185), and any amendment thereof. 63 Stat. 
277. 

Historical ISTot© 


Kcforences la Text. Act of Congress 
approved June tbirtietn, nineteen hun- 
dred and six, referred to in the text, 
which was formerly classified to sections 
1-5, 7-15 of Title 21, Food and Drugs, 
was repealed by Act June 25, 1938, c. 


675, § 902(a), 52 Stat. 1059, efl. Jan. 1, 
1940 Subject matter similar to said Act 
June 30, 1906 is now contained in the 
Federal Food, Drug, and Cosmetic Act, 
which is classified to chapter 9 of Title 
21, Food and Drugs. 


§ 2562. Other laws applicable 

(a) General, All administrative, special, or stamp provisions of law^ 
including the law relating to the assessment of taxes, so far as applicable^ 
shall be extended to and made a part of this subchapter and sections 3220,. 
3221, 3222, and subsection (a) of section 3224 of chapter 27. 

(b) Cross refereouce 

For provisions making applicable the internal revenue laws relating to the en- 
graving, issuance, sale, accountability, cancellation, and destruction of tax-paid 
stamps, see subsection (b) of section 2652. 

53 Stat. 277. 


§ 2563. Territorial extent of law 

The provisions of this subchapter and part V of subchapter A of chapter 
27 shall apply to the United States, the District of Columbia, the Terri- 
tory of Alaska, the Territory of Hawaii, the insular possessions of the 
United States, the Territory of the Pacific Islands, and the Canal Zone. 
53 Stat. 277, amended Aug. 8, 1953, c. 392, § 1, 67 Stat. 500. 

Historical Note 

1953 Amendmont. Act Aug. 8, 1953, c. 

392, amended section to make It applica- 
ble to the Trust Territory of the Pacific 
Islands. 

Defective Date of 1953 AmendsneiLt. 

Sec. 6 of Act Aug. 8, 1933, c. 392, provided 
that the amendments to sections 2554(h) 

(1), 2563, 2564(a), 2565, and 3228(g) of 
this title shall take effect on the first 
day of the third month which begins 
more than ten days after Aug. 8, 1953. 
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Text of Amendatory Bevenue Acts. 
Complete original text of Revenue Acts 
amending this section, 1939 to date, see 
volumes “Title 26— -Internal Revenue 
Acts”. 

legislative History i For legislative- 
history and purpose of Act Aug. 8, 1963, 
eee 1953 U.S.Chde Cong, and Adm.l7ews,. 
p. 2265. 
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§ 2564. Admimstration tn Puerto Rico,, tlie Trust Territory of th® 
Pacific Islands, tb.e Canal Zone, and The Virgin Islands 

(a) Puerto Rico and the Trust Territory of the Pacific Islands* In 
Puerto Rico and the Trust Territory of the Pacific Islands, the adminis- 
tration of this subchapter and part V of subchapter A of chapter 27, the 
collection of the special tax imposed by section 3220 of chapter 27, and 
the issuance of the order forms specified in section 2554 shall be per- 
formed by the appropriate internal revenue officers of those governments, 
and all revenues collected thereunder in Puerto Rico and the Trust Terri- 
tory of the Pacific Islands shall accrue intact to the general governments 
thereof, respectively. The highest court of original jurisdiction of the 
Trust Territory of the Pacific Islands shall possess and exercise jurisdic- 
tion in all cases arising in such Territory under this subchapter and part 
V of subchapter A of chapter 27. 

(b) Canal Zone 

The President is authorized and directed to Issue such Executive orders 
as will carry into effect in the Canal Zone the intent and purpose of this 
subchapter and part V of subchapter A of chapter 27 by providing for 
the registration and the imposition of a special tax upon all persons in 
the Canal Zone who produce, import, compound, deal in, dispense, sell, 
distribute, or give away narcotic drugs. 

(c) Virgin Islands 

For authority of the President to exempt persons in the Virgin Islands from the 
order form reauirements, see subsection (b) of section 2554. 

63 Stat. 277, amended Aug, 8, 1953, c. 392, S 2, 67 Stat. 500; Aug. 8, 
1953, c. 394. § 3(b), 67 Stat. 605. 


Historical Note 


1963 Amondmcmt. Act Aug. 8, 1953, c. 
892, § 2(a), amended catchline to reflect 
applicability of section to the Trust Ter- 
ritory of the Pacific Islands- 

Stibsec (a) amended by Act Aug. 8, 
1953, c. 392, § 2(b), to make It applicable 
to the Trust Territory of the Pacific Is- 
lands. 

Subsec. (b) amended by Act Aug. 8, 
1953, c. 394, which substituted “narcotic 
drugs’' for “opium or coca leaves, their 
■salts, derivatives or preparations”. 

Kfifectivo Bate of 1953 Amendment. 
Amendment of section by Act Aug. 8, 


1953, c. 392, as effective the first day of 
the third month which begins more than 
ten days after Aug. 8, 1953, see note set 
ont under section 2503 of this title. 

Text of Amendatory Bevenue Acts. 
Complete original text of Revenue Acts 
amending this section, 1939 to date, see 
volumes “Title 26 — Internal l^venue 
Acts". 

legislative History: For legislative 
history and purpose of Acts Aug. 8, 1953, 
cc. 392, 894. see 1953 U.S.Code Cong and 
Adm.News, pp. 2255, 2277, respectively.* 


§ 2565. Definitions 

For definitions of the following, see tl^e BUbsectlona of section 3228 

indicated below: 

Person. 

Subsection (a). 

Importer, manufacturer, or producer* 

Subsection (b). 

Wholesale dealer. 

Subsection (c). 

Retail dealer. 

Subsection (d)* ' 

Territory* 

Subsectibn (g). 

Narcotic drugs. 

^Subsectiofi (g)* 
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53 Stat. 278, amended July 1, 1944, c. 377, § 5, 58 Stat. 721; March 
8, 1946, c. 81, § 5, 60 Stat. 39; Aug. 8, 1958, c. 392, § 4, 67 Stat. 500; 
Aug. 8, 1953, c. 394, § 4, 67 Stat. 505. 

Historical Note 


B«>ferext06a in Text. Snbsec. (g), re- 
ferred to in the text, under ^'Narcotic 
Drugs”, is the subsec. added to section 
3228 of this title by Act Aug. 8, 1953, c. 
394, I 1, 67 Stat. 505. Such subsec. should 
probably bo sub sec. (h). 

193S Amendment. Act Aug. 8, 1953, c. 
392, amended section by adding cross ref- 
erence for definition of Territory. 

Act Aug. 8, 1953, c. 394, amended sec- 
tion by striking out all that followed 
“Subsection (d)” and adding cross refer- 
ence for definition of “Narcotic Drugs”. 

1913 Amendment. Act Mar. 8, 1946, 
amended section by adding “Opiate” and 
“Subsection (f).” 

1944 Amendment. Act July 1, 1944, 

amended section by adding “Isonipe- 
caine” and “Subsection (e)”. 


Elifective Da4e of 1953 Amendment. 
Amendment of section by Act Aug. 8, 
1953, c. 392, as effective the first day of 
the third month which begins more than 
ten days after Aug. 8, 1953, s^ note set 
out under section 25® of this title. 

Text of Amendatory Revenue Acts. 
Complete original text of Revenue Acts 
amending this section, 1939 to date, see 
volumes “Title 26— Internal Revenue 
Acts”. 

I^egislatire History smd Congressional 
Comment: For legislative history and 
purpose of Acts Aug. 8, 1953, cc. 392, 394, 
see 1953 U.S.Code Cong, and Adm-News, 
pp. 2255, 2277, respectively. See, also, 
Mar. 8, 1946, 1946 U.S.Code Cong.Service, 
p. 1083. 


SXJBCHAPTER B.— OPIUM FOR SMOKING 

§ 2567. Tax 

(a) Kate. An internal revenue tax of $300 per pound shall he 
levied and collected upon all opium manufactured in the United States 
for smoking purposes. 

(b) How paid 

(1) Stamps. All opium prepared for smoking manufactured in the 
United States shall be duly stamped in such a permanent manner as 
to denote the payment of the internal revenue tax thereon. 

(2) Assessment 

For assessment in case of omitted taxes payable by stamp, see section 3311 of chap- 
"•er 28 and section 3640 of chapter 35. 

53 Stat. 278. 

§ 2568. Stamps 

The provisions of law covering the engraving, Issue, sale, accountability, 
effacement, cancellation, and the destruction of stamps relating to tobacco 
and snuff, as far as applicable, shall apply to stamps provided for by 
paragraph (1) of subsection (b) of the preceding section. 53 Stat, 278. 

§ 2569. Manufacturers 

(a) Definition. Every person who prepares opium suitable for 
smoking purposes from crude gum opium, or from any preparation 
thereof, or from the residue of smoked or partially smoked opium, 
commonly known as yen shee, or from any mixture of the above, or 
any of them, shall be regarded as a manufacturer of smoking opium 
within the meaning of this subchapter. 

(b) Bond. Every manufacturer of opium suitable for smoking pur^- 
poses shall file with the collector of the district In which his manufac- 
tory is located such bonds as the Secretary may by regulation ^equ^re. 
But the bond reguired of such manufacturer shall be with sureties satis- 
factory to the collector, and in a penal sum of not less than $100,000; 
and the sum of said bond may be increased from time to time and 
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additional sureties required, at the discretion of the collector or under 
instructions of the Secretary, No person shall engage in such manu- 
facture who has not given the bond required by the Secretary. 

(c) Citizenship. No person shall engage in the manufacture of opium 
suitable for smoking purposes who is not a citizen of the United States. 

(d) Other requirements. Every manufacturer of opium suitable for 
smoking purposes shall — 

(1) Notices and inventories. Pile with the collector of the district 
in which his manufactory is located such notices and inventories, 

(Ss) Books and returns. Keep such books and render such returns 
of material and products, 

(3) Signs and factory number. Put up such signs and affix such 
number to his factory, and 

(4) Conduct of business. Conduct his business under such surveillance 
of officers and agents as the Secretary may by regulation require. 

(5) Cross reference 

For authority of the Secretary to delegate such powers and duties, see subchap- 
’ter D. 

53 Stat. 278. 

§ 2570. Penalty 

A penalty of not less than $10,000 or imprisonment for not less than 
;flve years, or both, in the discretion of the court, shall be imposed 
for each and every violation of this subchapter relating to opium by any 
person or persons. 63 Stat. 279. 

§ 2571. Forfeiture 

All opium prepared for smoking wherever found within the United 
States without the stamps required by this subchapter shall be for- 
feited and destroyed. 6 3 Stat. 279. 


SUBCHAPTER C. — MARIHUANA 


§ 2500. Tax 

(a) Bate. There shall be levied, collected, and paid upon all trans- 
fers of marihuana which are required by section 2691 to be carried 
out in pursuance of written order forms taxes at the following rates: 

(1) Transfers to special taxpayers. Upon each transfer to any per- 
sson who has paid the special tax and registered under sections 3230 
and 3231, $1 per ounce of marihuana or fraction thereof. 

(2) Transfers to others. Upon each transfer to any person who has 
not paid the special tax and registered under sections 3230 and 3231, $100 
per ounce of marihuana or fraction thereof. 

(b) By whom paid. Such tax shall be paid by thd transferee at the 
time of securing each order form and shall be in addition to the price 
-of such form. Such transferee shall be liable for the tax imposed by 
this section but in the event that the transfer is made in violation of 
section 2591 without an order form and without payment of the transfer 
tax imposed by this section, the transferor shall also be liable for 
such tax. 

(c) How paid 

(1) Stamps. Payment of the tax herein provided shall be represented 
by appropriate stamps to be provided by the Secretaiy. 
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(2) Assessment 

For assessment in case of omitted taxes payable by stamp, see section 3311 and 
section 3640. 

(d) Kegistration and special tax 

For requirements as to registration and special tax, see part VI of subcliapter A of 
cliapter 27. 

53 Stat. 279. 

§ 2501. Order forms 

(a) General requirement. It shall be unlawful for any person, whether 
or not required to pay a special tax and register under sections 3230 and 
3231, to transfer marihuana, except in pursuance of a written order of 
the person to whom such marihuana is transferred, on a form to be issued 
in blank for that purpose by the Secretary. 

(b) Exceptions. Subject to such regulations as the Secretary may 
prescribe, nothing contained in this section shall apply — 

(1) Professioiial practice. To a transfer of marihuana to a patient 
by a physician, dentist, veterinary surgeon, or other practitioner registered 
under section 3231, in the course of his professional practice only. 
Provided, That such physician, dentist, veterinary surgeon, or other prac- 
titioner shall keep a record of all such marihuana transferred, showing 
the amount transferred and the name and address of the patient to whom 
such marihuana is transferred, and such record shall be kept for a period 
of two years from the date of the transfer of such marihuana, and subject 
to inspection as provided in section 2595. 

(2) Prescriptions. To a transfer of marihuana, made in good faith 
by a dealer to a consumer under and in pursuance of a written prescription 
Issued by a physician, dentist, veterinary surgeon, or other practitioner 
registered under section 3231: Provided, That such prescription shall 
be dated as of the day on which signed and shall be signed by the 
physician, dentist, veterinary surgeon, or other practitioner who Issues 
the same: Provided f'wrther, That such dealer shall preserve such pre- 
scription for a period of two years from the day on which such prescrip- 
tion is filled so as to be readily accessible for inspection by the officers, 
agents, employees, and officials mentioned in section 2595. 

(S) Exportation. To the sale, exportation, shipment, or delivery 
of marihuana by any person within the United States, any Territory, 
the District of Columbia, or any of the insular possessions of the United 
States, to any person in any foreign country regulating the entry of 
marihuana, if such sale, shipment, or delivery of marihuana is made In 
accordance with such regulations for importation into such foreign 
country as are prescribed by such foreign country, such regulations to be 
promulgated from time to time by the Secretary of State of the United' 
States. 

<4) Government and State officials. To a transfer of marihuana tO' 
any officer or employee of the United States Government or of any State, 
Territorial, District, county, or municipal or insular government lawfully 
engaged in making purchases thereof for the various departments of the 
Army and Navy, the Public Health Service, and for Government, State, 
Territorial, District, county, or municipal or insular hospitals or prisons. 

(5) Certain seeds. To a transfer of any seeds of the plant Cannabis 
sativa L. to any person registered under section 3231. 

(c) Supply. The Secretary shall cause suitable forms to be prepared 
for the purposes before mentioned and shall cause them to be distributed 
to collectors for sale. The price at which such forms shall be sold by said 
collectors shall be fixed by the Secretary, but shall not exceed 2 cents each. 
Whenever any collector shall sell any of such forms he shall cause the 
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date of sale, the name and address of the proposed vendor, the name and 
address of the purchaser, and the amount of marihuana ordered to be 
plainly written or stamped thereon before delivering the same. 

(d) Preservation. Each such order form sold by a collector shall 
be prepared by him and shall include an original and two copies, any 
one of which shall be admissible in evidence as an original. The original 
and one copy shall be given by the collector to the purchaser thereof. 
The original shall In turn be given by the purchaser thereof to any per- 
son who shall, in pursuance thereof, transfer marihuana to him and shall 
be preserved by such person for a* period of two years so as to be readily 
accessible for inspection by any oflSlcer, agent, or employee mentioned in 
section 2595. The copy given to the purchaser by the collector shall be 
retained by the purchaser and preserved for a period of two years so as 
to be readily accessible to inspection by any officer, agent, or employee 
mentioned in section 2595. The second copy shall be preserved in the 
records of the collector. 

(e) Exemption for Certain Transfers to Millers. Nothing in this 

section shall apply to a transfer of the plant Cannabis sativa L. or any 
parts thereof from any person registered under section 3281 to a person 
who is also registered under section 3231 as a taxpayer required to pay 
the tax imposed by section 3230(a) (6). 63 Stat. 280, amended Mar. 8, 

1946, c. 81, § 10(a), 60 Stat. 40. 


Historical Note 


1946 Amendment. Subsec. (e) added by 
Act Mar. 8, 1946. 

Text of Amendatory Revenue Acte. 
Complete original text of Revenue Acts 
amending this section, 1939 to date, see 


volumes “Title 26— Internal Revenue 
Acts'*. 

Congressional Comment: For legisla- 
tive history and purpose of Act Mar. 8, 
1946, see 1946 U.S.Code Cong.Service, p. 
1083. 


§ 2592. Stamps 


(a) Affixing. The stamps provided in section 2690(c) (1) shall be 
affixed by the collector or his representative to the original order form. 

(b) Other laws applicable. All provisions of law relating to the en- 
graving, issuance, sale, accountability, cancelation, and destruction of tax- 
paid stamps provided for in the internal-revenue laws shall, insofar as ap- 
plicable and not inconsistent with this subchapter, he extended and made 
to apply to stamps provided for in section 2690 (c) ( 1 ), 


(c) Cross reference 
For general provisiona relating to stamps, 
28. 

63 Stat 281. 


see part I of subcbapter A of chapter 


§ 2593. Unlawful possession 

(a) Persons in general. It shall be unlawful for any person who is a 
transferee required to pay the transfer tax imposed by section 2690(a) to 
acquire or otherwise obtain any marihuana without having paid such tax; 
and proof that any person shall have had in his possession any mari- 
huana and shall have failed, after reasonable notice and demand by the 
eollector, to produce the order form required by section 2591 to be re- 
tained by Mm, shall be presumptive evidence of guilt under this section 
and of liability for the tax imposed by section 2690(a). 

(b) Oovermueut and State officials. No liability shall be Imposed by 
virtue of this section upon any duly authorized officer of the Treasury 
Department engaged in the enforcement of tMs subohapter and part VI 
of subchapter A of chapter 27 or upon any duly authorized officer of any 
State, or Territory, or of any political subdivision thereof, or the District. 
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-Of Columbia, or of any insular possession, of the United States, who shall 
be engaged in the enforcement of any law or municipal ordinance dealing 
with the production, sale, prescribing, dispensing, dealing in, or distribute 
>ing of marihuana. 63 Stat. 281. 

§ 2504. Records, statements and returns 

(a) General requirement. Every person liable to any tax imposed 
by this subchapter or part VI of subchapter A of chapter 27 shall keep such 

-books and records, render under oath such statements, make such re- 
turns, and comply with such rules and regulations as the Secretary may 
from time to time prescribe. 

(b) Return by registrants of marihuana 

For retaras by registrants of marltiuana, see section 3233(a) of chapter 27. 

63 Stat. 281. 

§ 2595. Inspection of returns, order forms and prescriptions 
The order forms and copies thereof and the prescriptions and records 
required to be preserved under the provisions of section 2591, and the 
statements or returns filed in the office of the collector of the district un- 
der the provisions of section 3233 shall be open to inspection by officers, 
agents, and employees of the Treasury Department duly authorized for 
that purpose, and such officers of any State, or Territory, or of any politi- 

• cal subdivision thereof, or the District of Columbia, or of any insular pos- 
session of the United States as shall be charged with the enforcement of 
any law or municipal ordinance regulating the production, sale, prescrib- 
ing, dispensing, dealing in, or distributing of marihuana. Each collector 
shall be authorized to furnish, upon written request, copies of any of the 
said statements or returns filed in his office to any of such officials of any 
State or Territory, or political subdivision thereof, or the District of Co- 
lumbia, or any insular possession of the United States as shall be entitled 
to inspect the said statements or returns filed in the office of the said col- 
lector, upon the payment of a fee of $1 for each 100 words or fraction 

• thereof in the copy or copies so requested. 53 Stat. 281. 


§ 2596. Penalties 

For penalties for violating or failing to comply with any of the provi- 
sions of this subchapter, see section 2557(b) (1). 53 Stat. 282, amended 

Nov. 2, 1951, c, 666, § 3, 65 Stat. 768. 


Historical Note 


leSX Amexidfmeat. Act N ov, 2, 1951, 
amended section by substituting, for the 
penalties for violating this subchapter or 
part VI of subchapter A of chaptei 27 of 
this title, the penalties, for violating or 
failing to comply with tins subchapter, 
contained in section 2557 (b) (1) of this 
title. 


Text of Amendatory Revenue Acts. 
Complete original text of Bevenue Acts 
amending this section, 1939 to date, see 
volumes “Title 26 — Internal Bevenue 
Acts’*. 


§ 2597. Burden of proof 

It shall not be necessary to negative any exemptions set forth in this 
subchapter or part VI of subchapter A of chapter 27 in any complaint, in- 
formation, indictment, or other writ or proceeding laid or brought under 
this subchapter or part VI of subchapter A of chapter 27 and the burden 
of proof of any such exemption shall be upon the defendant. In the ab- 
sence of the production of evidence by the defendant that he has complied 
with the provisions of section 3231 relating to registration or that he has 
- complied with the provisions of section 2591 relating to order forms, he 
shall be presumed not to have complied with such provisions of such sec- 
^tions, as the case may be. 63 Stat. 282. 
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§ 2598. Forfeitures 

(a) Unlawful importation, manufacture, or transfer. Any marihuana 
which has been imported, manufactured, compounded, transferred, or 
produced in violation of any of the provisions of this subchapter or part 
VI of subchapter A of chapter 27 shall be subject to seizure and forfeiture 
and, except as inconsistent with the provisions of such subchapter and 
part, all the provisions of internal-revenue laws relating to searches, 
seizures, and forfeitures are extended to include marihuana. 

(b) Ownership by violators. Any marihuana which may be seized 
by the United States Government from any person or persons charged 
with any violation of this subchapter or part VI of subchapter A of chap- 
ter 27 shall upon conviction of the person or persons from whom seized be 
confiscated by and forfeited to the United States. 

(c) Unlmown ownership. Any marihuana seized or coming into the 
possession of the United States in the enforcement of this subchapter or 
part VI of subchapter A of chapter 27, the owner or owners of which are 
unknown, shall be confiscated by and forfeited to the United States. 

(d) Disposal. The Secretary is hereby directed to destroy any mari- 
huana confiscated by and forfeited to the United States under this section 
or to deliver such marihuana to any department, bureau, or other agency 
of the United States Government, upon proper application therefor under 
such regulations as may be prescribed by the Secretary. 63 Stat. 282. 

§ 2599. Regulations 

The Secretary is authorized to make, prescribe, and publish all nec- 
essary rules and regulations for carrying out the provisions of this sub- 
chapter and part VI of subchapter A of chapter 27. 63 Stat. 282. 

§ 2600. Delegation of powers 

The Secretary is authorized to confer or Impose any of the rights, privi- 
leges, powers, and duties conferred or imposed upon him by this subchap- 
ter or part VI of subchapter A of chapter 27 upon such officers or em- 
ployees of the Treasury Department as he shall designate or appoint. 63 
Stat. 282. 

§ 2601. Other laws applicable 

All provisions of law (including penalties) applicable in respect of the- 
taxes imposed by section 2660 of this chapter and section 3220 of chapter 
27, shall, insofar as not inconsistent with this subchapter and part VI of 
subchapter A of chapter 27, be applicable in respect of the taxes imposed i 
by such subchapter and part. 63 Stat. 283. 

§ 2602. Territorial extent of law 

The provisions of this subchapter and part VI of subchapter A of chap- 
ter 27 shall apply to the several States, the District of Columbia, the Ter- 
ritory of Alaska, the Territory of Hawaii, and the insular possessions of 
the United States, except the Philippine Islands. 63 Stat. 283. 

§ 2603. Administration in Insular possessions 

(a) Puerto Rico. In Puerto Rico the administration of this subchap- 
ter and part VI of subchapter A of chapter 27, the collection of the spe- 
cial taxes and transfer taxes, and the Issuance of the order forms provldedt 
for in section 2691 shall be performed by the appropriate internal-revenue- 
officers of that government, and all revenues collected under this subchap- 
ter and part VI of subchapter A of chapter 27 iii Puerto Rico shall accrue- 
Intact to the general government thereof. 
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(b) Virgin Islands. The President shall be authorized and directed to 
issue such Executive orders as will carry into effect in the Virgin Islands 
the intent and purpose of this subchapter and part VI of subchapter A of 
chapter 27 by providing for the registration with appropriate officers and 
the imposition of the special and transfer taxes upon all persons in the 
Virgin Islands who import, manufacture, produce, compound, sell, deal 
in, dispense, prescribe, administer, or give away marihuana. 63 Stat. 283. 

Historical Note 

Tirgiia Islands. By Ex.Ord.No.7715 Delegration of Fnnctloiis. For delega- 
tlie President promulgated on Sept. 20, tion to the Secretary of the Interior of 
1937, rules for effectuating the purposes authority vested in the President by this 
of Act August 2, 1937, c. 553, 50 Stat. 551, section, see Ex.Ord.No.l0250, June 5, 1951, 
from which this subchapter was derived, 16 P.E. 5385, set out as a note under 
in the Tirgin Islands. 2 P.E. 23471)1, section 301 of Title 3, The President. 
2008BV, 

§ 2604. Definitions 

For definitions of the following, see the subsections af section 3238 
indicated below: 

Person 

Subsection (a). 

Marihuana 

Subsection (b). 

Producer 

Subsection (c). 

Transfer or transferred 

Subsection (d), 

5 3 Stat. 283. 


SUBCHAPTER D.— DELEGATION OF POV7ERS AND 

DUTIES BV The secretary 
§ 2606. Authorization 

The Secretary is authorized to confer or impose any of the rights, 
privileges, powers, and duties in respect of narcotic drugs conferred up- 
on him by subchapters A and B of this chapter and part V of subchapter 
A of chapter 27 upon the Commissioner of Narcotics, or any officer or 
employee of the Bureau of Narcotics, and to confer or impose upon the 
Commissioner of Internal Revenue, or any of the officers or employees of 
the Bureau of Internal Revenue, any of such rights, privileges, powers, 
and duties which, in the opinion of the Secretary, may be necessary in 
connection with internal revenue taxes. 63 Stat. 283. 
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Sec, 

2650. WMte phosphorus defined. 

2651. Tax. 

2652. Stamps. 

2653. Requirements on manufacturers. 

2654. Importation. 

2655. Exportation, 

2656. Penalties. 

2657. Forfeitures. 

2658. Recovery of penalties and forfeitures. 

2659. Other laws applicable. 

2660. Regulations. 

§ 2650. White phosphoras defined 

For the purposes of this chapter the words “white phosphorus'* shall 
be understood to mean the common poisonous white or yellow phosphorus 
used in the manufacture of matches and not to include the nonpoisonous 
forms or the nonpoisonous compounds of white or yellow phosphorus. 
63 Stat. 284. 

§ 2651. Tax 

(a) Kate. Upon white phosphorus matches manufactured, sold, or 
removed there shall be levied and collected a tax at the rate of 2 cents 
per one hundred matches. 

(b) By whom paid. The tax imposed by subsection (a) shall be paid 
by the manufacturer. 

(c) How paid 

(1) Stamps. The tax Imposed by subsection (a) shall be represented 
by adhesive stamps. 

(2) Assessment. Whenever any manufacturer of white phosphorus 
matches sells or removes any such matches without the use of the stamps 
required by this chapter, it shall be the duty of the Commissioner, sub- 
ject to the limitations prescribed in section 3312, upon satisfactory proof, 
to estimate the amount of tax which has been omitted to be paid, and to 
make an assessment therefor and certify the same to the collector, who 
shall collect the same according to law. The tax so assessed shall be in 
addition to the penalties imposed by law for such sale or removal. 63 
Stat. 284. 

§ 2652. Stamps 

(a) Prepared by Commissioner. The Commissioner shall cause to be 
prepared suitable and special stamps for payment of the tax on white phos- 
phorus matches provided for by this chapter. 

(b) Furnished by collector. Such stamps shall be furnished to col- 
lectors, who shall sell the same only to duly qualified manufacturers. 

(c) Account kept by collector. Every collector shall keep an account 
of the number and denominate values of the stamps sold by him to each 
manufacturer. 

(d) other laws applicable. For provision making other laws relating 
to stamps apply to the stamps provided by tMs section, see section 2669. 
63 Stat. 284. 


T. 26h U.S.O.A.— 46 
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§ 265S. Requirements on manufacturers 

(a) Packing 

<1) Number in packages. All white phosphorus matches shall be pack- 
ed by the jnanufacturer thereof in packages containing one hundred^, 
two hundred, five hundred, one thousand, or one thousand five hundred 
matches each, which shall then be packed by the manufacturer in packages 
containing not less than fourteen thousand four hundred matches- 

(2) Stamping. The manufacturer shall affix to every package con- 
taining one hundred, two hundred, five hundred, one thousand, or one 
thousand five hundred matches an adhesive stamp of the required value 
and shall place thereon the initials of his name and the date on which 
such stamp is affixed, so that the same may not again be used. 

(3) Factory nmnber. Every manufacturer of matches shall mark, 
brand, affix, stamp, or print, in such manner as the Commissioner shall 
prescribe, on every package of white phosphorus matches manufactured, 
sold, or removed by him, the factory number required under subsec- 
tion (c). 

(4) liabel. Every manufacturer of white phosphorus matches shall 
securely afllx by pasting on each original package containing stamped 
packages of white phosphorus matches manufactured by him a label, on. 
which shall be printed, besides the number of the manufactory and the 
district in which it is situated, these words: ''Notice. — T he manufac- 
turer of the white phosphorus matches herein contained has complied 
with all the requirements of law. Every person is cautioned not to use 
again the stamps on the packages herein contained under the penalty 
provided by law in such cases.'* 

(b) Books and returns. Every manufacturer of white phosphorus 
matches shall file with the collector of the district in which his manu- 
factory is located such notices and Inventories, keep such books and 
render such returns in relation to the business, and conduct his business 
under such surveillance of officers and agents as the Commissioner, with 
the approval of the Secretary, may, by regulation, require. 

(c) Factory number and signs. Every manufacturer of white phos- 
phorus matches shall put up such signs and affix such number to his fac- 
tory as the Commissioner, with the approval of the Secretary, may, by 
regulation, require. 

(d) Bonds. Every manufacturer of white phosphorus matches shall 
file with the collector of the district in which his manufactory is located 
such bonds as the Commissioner, with the approval of the Secretary, may, 
by regulation, require. The bond required of such manufacturer shall be 
with sureties satisfactory to the collector and in the penal sum of not less 
than $1,000; and the sum of said bond may be increased from time to 
time and additional sureties required at the discretion of the collector or 
under instructions of the Commissioner. 

(e) Registration. Every manufacturer of white phosphorus matches 
shall register with the collector of the district his name or style, place 
of manufactory, and the place where such business Is to be carried on. 63 
Stat. 285. 

§ 2654. Jjmportatloii 

White phosphorus matches, manufactured wholly or In part In any 
foreign country, shall not be entitled to entry at any of the ports of the 
United States, and the importation thereof is prohibited. All matches 
imported into the United States shall be accompanied by such certificate 
of official inspection by the government of the country in which such 
matches were manufactured as shall satisfy the Secretary that they are 
not white phosphorus matches. The Secretary is authorized and directed 
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to prescribe sucb regulations as may be necessary for tbe enforcement of 
the provisions of this section. 53 Stat. 285. 

§ 2655. Exportation 

It shall be unlawful to export from the United States any white phos- 
phorus matches. The Secretary shall have power to issue such regula- 
tions to customs officers as are necessary to the enforcement of this sec- 
tion, 63 Stat. 286. 

§ 2656. Penalties 

(a) Concealment. Every manufacturer of matches who, to evade the 
tax chargeable thereon or any part thereof, hides or conceals, or causes 
to be hidden or concealed, or removes or conveys away, or deposits or 
•causes to be removed or conveyed away from or deposited in any place 
any white phosphorus matches, shall for each offense be fined not more 
than $1,000 and be imprisoned not more than two years, or both, 

(b) Selling unstamped matches. Every manufacturer of matches who 
manufactures, sells, removes, distributes, or offers to sell or distribute 
white phosphorus matches without there being affixed thereto an adhesive 
stamp, denoting the tax required by this chapter, effectually canceled as 
provided by subsection (a) (2) of section 2653, shall for each offense 
be fined not more than $1,000 and be imprisoned not more than two years. 

(c) Failure to cancel stamps. Every person who fraudulently makes 
use of an adhesive stamp to denote any tax imposed by section 2651(a) 
without effectually canceling such stamp as provided in section 2653(a) 
(2) shall forfeit the sum of $60 for every stamp in respect to which such 
offense is committed. 

(d) Use of insufficient stamps. Every person who affixes a stamp on 
any package of white phosphorus matches denoting a less amount of tax 
than that required by law shall for each offense be fined not more than 
$1,000 or be imprisoned not more than two years, or both. 

(e) Iteusing stamps. Every person who removes, defaces, or causes 
or permits or suffers the removal or defacement of any such stamp, or who 
uses any stamp or any package to which any stamp is affixed to cover any 
other white phosphorus matches than those originally contained in such 
package with such stamp when first used, to evade the tax imposed by 
this chapter, shall for every such package in respect to which any such 
offense is committed be fined $60. 

(f) Fraud. Every manufacturer of white phosphorus matches who de- 
frauds or attempts to defraud the United States of the tax imposed by 
this chapter, or any part thereof, shall be fined not more than $6,000 or be 
imprisoned not more than three years, or both. 

(g) Failure to register. Every manufacturer of white phosphorus 
matches who fails to register as provided and required in subsection (e) 
of section 2653 shall be subject to a penalty of not more than $600. 

(h) Omission of factory number from packages. Every manufacturer 
of white phosphorus matches who omits to mark, brand, affix, stamp, or 
print the factory number required under section 2653 (c) on every pack- 
age of white phosphorus matches manufactured, sold, or removed by him 
shall be fined not more than $50 for each package in respect of which 
such offense is committed. 

(1) Omission of label from packages. Every manufacturer of white 
phosphorus matches who neglects to affix the label required by section 
2653(a) (4) to any original package containing stamped packages of 
white phosphorus matches made by him or sold or removed by or for him, 
and every person who removes any such label so afllxed from any such 
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original package, shall be fined not more than |50 for each package In 
respect of wMch such offense is committed. 

(J) Ibrportation of matches. Any person guilty of violation of section 
2655 shall be fined not less than $1,000 and not more than $5,000. 

(k) Offenses not specifically covered. If any manufacturer of white 
phosphorus matches, or any importer or exporter of matches, shall omit, 
neglect, or refuse to do or cause to be done any of the things required by 
law in carrying on or conducting his business, or shall do anything by 
this chapter prohibited, if there be no specific penalty or punishment 
imposed by any other provision of this chapter for the neglecting, omit- 
ting, or refusing to do, or for the doing or causing to be done, the thing 
required or prohibited, he shall be fined $1,000 for each offense, 

(l) Counterfeiting and similar offenses 

For coHHterfeitmg and similar offenses, see section 2659(a), 

63 Stat. 286. 

§ 2657. Forfeitnrea 

(a) Concealment. If any manufacturer of matches, to evade the tax 
chargeable thereon or any part thereof, hides or conceals, or causes to be 
hidden or concealed, or removes or conveys away, or deposits or causes to 
be removed or conveyed away from or deposited in any place any white 
phosphorus matches, all such matches shall be forfeited. 

(b) Removal or defacement of stamps. If any person removes, de- 
faces, or causes or permits or suffers the removal or defacement of any 
stamp affixed to any package of white phosphorus matches, or uses any 
stamp or any package to which any stamp is affixed to cover any other 
white phosphorus matches than those originally contained in such pack- 
age with such stamp when first used, to evade the tax imposed by this 
chapter, all such matches shall be forfeited. 

(c) Unstamped matches. All packages of white phosphorus matches 
subject to tax under this chapter that shall be found without stamps as 
herein provided shall be forfeited to the United States. 

(d) Matches exported. Any white phosphorus matches exported or 
attempted to be exported shall be confiscated to the United States and 
destroyed In such manner as may be prescribed by the Secretary, who 
shall have power to issue such regulations to customs officers as are 
necessary to the enforcement of this subsection. 

(e) Fraud. Every manufacturer of white phosphorus matches who 
defrauds or attempts to defraud the United States of the tax imposed by 
this chapter, or any part thereof, shall forfeit the factory and manufactur- 
ing apparatus used by him and all the white phosphorus matches and all 
raw material for the production of white phosphorus matches found in 
the factory and on the factory premises, or owned by him. 

(f) Offenses not specifically covered. If any manufacturer of white 
phosphorus matches, or any importer or exporter of matches, shall omit, 
neglect, or refuse to do or cause to be done any of the things required 
by law in carrying on or conducting his business, or shall do anything by 
this chapter prohibited, if there be no specific penalty or punishment im- 
posed by any other provision of this chapter for the neglecting, omitting, 
or refusing to do, or for the doing or causing to be done, the thing re- 
quired or prohibited, all the white phosphorus matches owned by him or 
in which he has any interest as owner shall be forfeited to the United 
States. 63 Stat. 287. 

§ 2658, Recovery of penalties and forfeitures 

All fines, penalties, and forfeitures imposed by this chapter may be 
recovered in any court of competent jurisdiction. 63 Stat. 287# 
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§ 2659. Other laws appliciable 

(a) All the provisions and penalties of law governing the engraving, 
issuing, sale, affixing, cancellation, accountability, effacement, destruction, 
and forgery of stamps provided for internal revenue shall apply to stamps 
provided for by this chapter. 

(b) All provisions and penalties of law relating to internal revenue so 
far as applicable, shall extend to and include and apply to the taxes im- 
posed by this chapter and to the articles upon which and to the persons 
upon whom they are imposed. 63 Stat. 287. 

§ 2660. Regulations 

For authority of the Commissioner, with the approval of the Secretary, to make all 
needful regulations for the carrying into effect of this chapter, see section 37dl<a) 
( 1 ). 

63 Stat 287. 
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SUBOHAPTBR A.— PISTOLS AND REVOLVERS 
§ ^70Q. Tax 

(a) Bate. There shall be levied* assessed,^ collected, and paid npOR 
pistols and revolvers sold or leased by the manufacturer, producer^ or 
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importer, a tax equivalent to 10 per centum of tlie price for whicli so 
sold or leased. 

(b) Exemptioiis. 

(1) Sales for use of states, etc. Pistols and revolvers sold for the use 
of any State, Territory of the United States, or political subdivision there- 
of, or the District of Columbia, shall be exempt from the tax imposed by 
subsection (a). 

(2) Taxable under subchapter B. The tax imposed by subsection (a) 
shall not apply to any firearm on which the tax provided by section 2720 
of this chapter has been paid. 

(S) CJross reference 

For exemption from tax in case of exportation, see section 2705. 

(c) Computation in special cases. For computation of tax in case of 
retail sales by wholesalers and in case of colorable sales, see section 2704. 
53 Stat. 288, amended Sept. 20, 1941, 12:15 p. m., E. S. T., c. 412, Title 
V, § 521(a) (9), 55 Stat. 707; Feb. 25, 1944, 12:49 p, m., B. W. T., c. 
63, Title III, § 307(a) (2), 58 Stat. 64; Mar. 31, 1954, c. 126, Title V, 
§ 502, 68 Stat. 42. 

Historical Ifote 


1954 Amendmont. Snbsec (a) amended 
by Act Mar. 31, 1954, which substituted 
“10 per centum” for “11 per centum”. 

1944 Amendment. Suhsec. (b) (1) 

amended by Act Feb. 25, 1944, which 
changed “the United States, any State, 
Territory, or possession of the United 
States,” to read “any State, Territory 
of the United States,”. 

1941 Amendment. Subsec. (a) amended 
by Act Sept. 20, 1941, which substituted 
“11 per centum” for “10 per centum”. 

Effective Date of 19-54 Amendment. Ef- 
fective date of amendment of subsec. (a) 
of this section by Act Mar. 31, 1954, 
as April 1, 1954, see note under section 
1651 of this title. 

Effective Date of 1944 Amendment. 
Amendment of subsec. (b) (1) by Act 

Feb. 25, 1944 was made applicable by 
section 307(b) (2) thereof which pro- 

vided: “Despite the provisions of section 
301, the amendments made by this sec- 
tion shall apply as follows: ‘(2) The 
amendments of sections 2700(b) (1), 3407, 
and 3442(3) (insofar as such section re- 
lates to the articles enumerated in sec- 
tion 3404) of the Internal Bevenue Code, 
shall be applicable to sales made on or 
after the first day of the first month 
which begins six months or more after 
the date of the termination of hostilities 
in the present war. Such amendments 
shall not apply to deny an exemption 
otherwise applicable with respect to any 
article sold pursuant to a contract en- 
tered into prior to the effective date of 
the amendments, or to any agreement or 
change order supplemental to such con- 
tract bearing the same Government con- 
tract number.’ ” 

Effective Date of 1941 Amendment. 
The rates specified in Act Sept. 20, 1941, 
were made effective on, and applicable 
only with respect to the period after the 
date of enactment of that Act, by section 
B21(b) thereof. 


Termination of Hostilities. The ter- 
mination of hostilities of World War II, 
for the purpose of determining the ap- 
plication of subsec. (b) (1) of this sec- 
tion, as amended by Act Feb. 25, 1944, 
was proclaimed at 12 o’clock noon of De- 
cember 31, 1946, by Proc.No.2714, 12 F.K. 
1, set out as note under section 601 of 
Appendix to Title 50, War and National 
Defense. 

Definition. Subsec. (b) (6) of Act Feb. 
25, 1944, § 307, provided: “(6) For the 
purposes of this subsection the term 
‘date of the termination of hostilities in 
the present war’ means the date pro- 
claimed by the President as the date of 
such termination, or the date specified 
in a concurrent resolution of the two 
Houses of Congress as the date of such 
termination, whichever is the earlier.” 

Exemptions. Subsec. (c) of Act Feb. 
25, 1944, S 307, as amended Nov. 8, 1945, 
5:17 p. m., B S T., c. 453, Title III, § 303, 
59 Stat. 576, provided: “Notwithstanding 
the amendments made by this section, 
the Secretary of the Treasury may au- 
thorize exemption from the taxes im- 
posed by Chapter 19, 29, or 30 of the In- 
ternal Eevenue Code as to any particu- 
lar articles or services, or class of arti- 
cles or services, to be purchased for the 
exclusive use of the United States, if he 
determines that the imposition of such 
taxes with respect to such articles or 
services, or class of articles or services, 
will cause substantial burden or ex- 
pense which can be avoided by granting 
tax exemption and that the full benefit 
of such exemption, if granted, will accrue 
to the United States.” 

Text of Amendatory Bovenne Acts. 
Complete original text of Bevenue Acts 
amending this section, 1939 to date, see 
volumes “Title 26 — ^Internal Bevenue 
Acts”. 

Eegislative History: For legislative 
history and purpose of Act Mar. 31, 1954, 
see 1954 U.S. Code Cong, and Adm, News, 

p. 2066 . 
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§ 2701. Beturns 

Every person liable for the tax imposed by section 2700(a) shall make 
monthly returns under oath in duplicate to the collector for the district 
in which is located the principal place of business. Such returns shall 
contain such information and be made at such times and In such manner 
as the Commissioner, with the approval of the Secretary, may by regula- 
tions prescribe. 53 Stat. 289. 

§ 2702. Payment of tax 

(a) Date of payment. The tax shall, without assessment by the Com- 
missioner or notice from the collector, be due and payable to the collector 
for the district in which is located the principal place of business, at the 
time fixed in section 2701 for filing the return. 

(b) Discretionary method of collection 

For discretionary method of collection, see section 2708L 
53 Stat. 289. 

§ 270S. Erroneous payments 

(a) In general. In the case of any overpayment or overcollection of 
the tax imposed by section 2700, the person making such overpayment or 
overcollection may take credit therefor against taxes due upon any month- 
ly return, and shall make refund of any excessive amount collected by 
him upon proper application by the person entitled thereto. 

(b) Exports 

For refund of tax on pistols and revolvers exported, see section 2705^ 

63 Stat. 289. 

§ 2704. Computation of tax in special cases 

(a) Retail sales by wholesalers. If any manufacturer, producer, or 
importer of pistols or revolvers customarily sells such articles both at 
wholesale and at retail, the tax in the case of any articles sold by him at 
retail shall be computed on the price for which like articles are sold by 
him at wholesale. 

(b) Colorable sales and leases 

(1) To affiliated corporations. If any corporation, which manufactures, 
produces, or imports, pistols or revolvers, sells or leases such articles to 
a corporation affiliated with it within the meaning of this paragraph, at 
less than the fair market price obtainable therefor, the tax thereon shall 
be computed on the basis of the price at which such articles are sold or 
leased by the corporation with which it is affiliated. For the purpose of 
this paragraph, two or more domestic corporations shall be deemed to be 
affiliated (1) if one corporation owns at least 96 per centum of the stock 
of the other or others, or (2) if at least 9 6 per centum of the stock of two 
or more corporations is owned by the same interests. As used in this 
paragraph, the term “stock*' does not include nonvoting stock which 
is limited and preferred as to dividends. 

(2) To ot^iers. If any person who manufactures, produces, or imports 
pistols or revolvers, sells or leases such articles whether through any 
agreement, arrangement, or understanding, or otherwise, at less than the 
fair market price obtainable therefor, either (1) in such manner as di- 
rectly or indirectly to benefit such person or any person directly or in- 
directly Interested In the business of such person, or (2) with Intent to 
cause such benefit, the ainount for which such articles are sold or leased 
shall be taken to be the amount which would have been received from 
the sale or lease of such articles if sold or leased at the fair market priCA 
63 Stat. 289. 
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§ 2705. Exportation 

Under such rules and regulations as the Commissioner with^ the ap- 
proval ol the Secretary may prescribe, the tax imposed under section 2700 
Ca) shall not apply in respect of articles sold or leased for export or for 
shipment to a possession of the United States and in due course so ex- 
ported or shipped. Under such rules and regulations the amount of any 
internal revenue tax erroneously or illegally collected in respect of such 
articles so exported or shipped may be refunded to the exporter or ship- 
per of the articles, instead of to the manufacturer, if the manufacturer 
waives any claim for the amount so to be refunded. 53 Stat. 289. 

§ 2708. Addition to tax In case of nonpayment 

If the tax Is not paid when due, there shall be added as part of the 
tax interest at the rate of 6 per centum per annum from the time when 
the tax became due until paid. 53 Stat. 290. 

§ 2707. Penalties 

(a) Any person who willfully fails to pay, collect, or truthfully ac- 
count for and pay over the tax imposed by section 2700(a), or willfully 
attempts in any manner to evade or defeat any such tax or the payment 
thereof, shall, in addition to other penalties provided by law, be liable to 
a penalty of the amount of the tax evaded, or not paid, collected, or ac- 
counted for and paid over, to be assessed and collected In the same manner 
as taxes are assessed and collected. No penalty shall be assessed under 
this subsection for any offense for which a penalty may be assessed under 
authority of section 3 612. 

(b) Any person required under this subchapter to pay any tax, or 
required by law or regulations made under authority thereof to make a 
return, keep any records, or supply any information, for the purposes of 
the computation, assessment, or collection of any tax Imposed by this sub- 
chapter who willfully fails to pay such tax, make such returns, keep such 
records, or supply such information, at the time or times required by law 
or regulations, shall, in addition to other penalties provided by law, be 
guilty of a misdemeanor and, upon conviction thereof, be fined not more 
than $10,000, or imprisoned for not more than one year, or both, together 
with the costs of prosecution. 

(c) Any person required under this subchapter to collect, account for 
and pay over any tax imposed by this subchapter, who willfully fails to col- 
lect or truthfully account for and pay over such tax, and any person who 
willfully attempts in any manner to evade or defeat any tax imposed by 
this subchapter or the payment thereof, shall, In addition to other penal- 
ties provided by law, be guilty of a felony and, upon conviction thereof, 
be fined not more than $10,000, or imprisoned for not more than five 
years, or both, together with the costs of prosecution. 

(d) The term ''person'* as used in this section includes an officer or 
employee of a corporation, or a member or employee of a partnership, 
who as such officer, employee, or member is under a duty to perform 
the act in respect of which the violation occurs. 63 Stat. 290. 

§ 2708. Discretionary method allowed Commissioner for collecting 
tax 

Whether or not the method of collecting the tax Imposed by section 
2700(a) is specifically provided in this subchapter, such tax may, under 
regulations prescribed by the Commissioner, with the approval of the 
Secretary, be collected by stamp, coupon, serial-numbered ticket, or such 
other reasonable device or method as may be necessary or helpful in se- 
curing a complete and prompt collection of the tax. All administrative 
and penalty provisions of subchapters A, B, and C of chapter 11, insofar 
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as applicable, shall apply to the collection of any tax which the Commis- 
sioner determines or prescribes shall be collected in such manner. 63 
Stat. 290. 

§ 2700. Records, statements, and returns 

Every person liable to any tax imposed by this subchapter, or for the 
collection thereof, shall keep such records, render under oath such state- 
ments, make such returns, and comply with such rules and regulations, 
as the Commissioner, with the approval of the Secretary, may fk*om time 
to time prescribe. 53 Stat. 290. 

§ 2710. Rules and regulations 

For authority of the Commissioner, with the approval of the Secretary, to prescribe 
and publish nil needful rules and regulations for the enforcement of this chapter, see 
section 3791(a) (1). 

53 Stat. 291. 

§ 2711, Other laws applicable 

All administrative, special, or stamp provisions of law, including the 
law relating to the assessment of taxes, so far as applicable, shall be 
extended to and made a part of this subchapter, 53 Stat. 291. 

§ 2712. Eifective date of subchapter 

This subchapter shall take effect on the first day of that calendar 
month occurring next after the enactment of this title. 63 Stat, 291. 

§ 2713. Cross references 

For general provisions relating to stamps, information and returns, assessment, 
collection, and refund, see chapters 28 and 34 to 37, inclusive. 

63 Stat. 291. 


SUBCHAPTBR B. — MACHINE GUNS AND SHORT- 
BARRELLED FIREARMS 


§ 2720. Tax 

(a) Rate. There shall be levied, collected, and paid upon firearms 
transferred in the United States a tax at the rate of $200 for each fire- 
arm: Provided., That the transfer tax on any gun with two attached 
barrels, twelve inches or more in length, from which only a single dis- 
charge can be made from either barrel without 'manual reloading, or any 
gun designed to be held in one hand when fired and having a barrel 
twelve inches or more in length from which only a single discharge can 
be made without manual reloading, shall be at the rate of $1. The tax 
imposed by this section shall be in addition to any import duty imposed 
on such firearm. 

(fo) By whom paid. Such tax shall be paid by the transferor. 

(c) How paid 

(1) Stamps. Payment of the tax herein provided shall be repre- 
sented by appropriate stamps to be provided by the Commissioner, with 
the approval of the Secretary. 

(2) Cross reference 

For assessment in case of omitted taxes payable by stamp, see sections 3311 and 
8640. 

(d) Registration and special tax 

For reguirements as to registration and special tax, see part Vtll of snbcliapter A 
of chapter 27. 

63 Stat. 291, amended Aug. 11, 1946, c. 864, § 1, 69 Stat 531; May tl, 
1962, c. 320, § 2(a), 66 Stat. 87. 
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Historical Koto 


Amondmeiit* Subsec. (a) amended 
by Act May 21, 1052, wbicb substituted 
‘^United States” for “continental United 
States”. 

1945 Antendment. Subsec. (a) amended 
by Act Ang. 11, 1945. which inserted 
or any gun designed • • • without 
manual reloading,”. 

BfTectiTe Bate of 1952 Amendment* 
Section 4(a) of Act May 21, 1952, provided 
that the amendment of this section 
should become effective on the first day 
of the fourth month following the month 
TMay] of Ita enactment. 

llffective Bate of 1945 Amendment. 
Subscc. (a) of section 3 of Act Aug. 11, 
1945, provided: “The amendment made 
by the first section of this Act [sub sec. 
<a) of this section] shall apply with re- 
spect to any transfer within the scope 
thereof made on or after July 1, 1946.” 

Uxemption I*roiai Criminal Biability. 
Section 4(c) of Act May 21, 1952, provided 
that: “Nothing in subchapter B of chap- 
ter 25 of the Internal Revenue Code [this 


subchapter] or of part VIH of subchap- 
ter A of chapter 27 of the Internal Rev- 
enue Code [part VIII of subchapter A of 
chapter 27 of this title], as amended by 
this Act [Act May 21, 1952], shall Impose 
any liability (whether criminal or other- 
wise) in respect of any act or failure to 
act occurring before the effective date 
specified in subsection (a), unless such 
liability would have existed in respect 
of such act or failure to act under the 
provisions of such subchapter B [this 
subchapter] and part VIII [part VIII of 
sub chapter A of chapter 27 of this title] 
as they existed on the day prior to the 
effective date specified in subsection (a) 
[see note set out under this section].” 

Text of Amendatory Revenue Acts. 
Complete original text of Revenue Acta 
amending this section, 1939 to date, 
see volumes “Title 26— Internal Revenue 
Acts”. 

Begislative History! For legislative 
history and purpose of Act May 21, 1952, 
see 1952 U.S.Code Cong, and Adm.News, 
p. 1454 


§ 2721. Exemptions 

(a) Transfers exempt. This subchapter and Part VIII of subchapter 
A of chapter 27 shall not apply to the transfer of firearms (1) to the 
United States Government, any State, Territory, or possession of the 
United States, or to any political subdivision thereof, or to the District 
of Columbia; (2) to any peace officer or any Federal officer designated 
by regulations of the Commissioner; (3) to the transfer of any firearm 
which is unserviceable and which is transferred as a curiosity or ornament. 

(b) Notice of exemption. If the transfer of a firearm Is exempted 
as provided in subsection (a), the person transferring such firearm shall 
notify the Commissioner of the name and address of the applicant, the 
number or other mark identifying such firearm, and the date of Its trans- 
fer, and shall file with the Commissioner such documents in proof thereof 
as the Commissioner may by regulations prescribe. 

(c) Other taxes 

For exemption from the tax on pistols and revolvers, see section 2700(b) (2), and 
for exemption from the manufacturer’s sales tax on firearms, see section 3407 of chap- 
ter 29. 

53 Stat. 291. 


§ 2722. Stamps 

(a) Affixing. The stamps provided for In section 2720(c) (1) shall 
be aflaxed to the order for such firearm, hereinafter provided for. 

(b) Other laws applicable 

For provisions relating to the engraving, issuance, sale, accountability, cancela- 
tion, and distribution of tax-paid stamps, see section 2731. 

53 Stat. 292. 


§ 272^. Order forms 

(a) General requirements. It shall be unlawful for any person to 
transfer a firearm except in pursuance of a written order from the per- 
son seeking to obtain such article, on an application form issued In blank 
in duplicate for that purpose by the Commissioner. Such order shall 
identify the applicant by such means of identification aa may be pre- 
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Scribed by regulations under this subchapter and Part YIII of subchapter 
A of chapter 27: Provided^, That, If the applicant is an individual, such 
identification shall include fingerprints and a photograph thereof. 

(b) Contents of order form. Every person so transferring a fire- 
arm shall set forth in each copy of such order the manufacturer's number 
or other mark identifying such firearm, and shall forward a copy of 
such order to the Commissioner. The original thereof with stamps affixed, 
shall be returned to the applicant. 

(c) Documents to accompany transfers. No person shall transfer a 
firearm unless such person, in addition to complying with subsection (b), 
transfers therewith (in compliance with such regulations as may be pre- 
scribed under this subchapter for proof of payment of all taxes on such 
firearm) — 

(1) for each prior transfer of such firearm which was subject to 
the tax imposed by section 2720(a), the stamp-affixed order provided 
in this section, and 

(2) for any making of such firearm which was subject to the tax 
imposed by section 2734(a), the stamp-affixed declaration provided in 
section 2734. 

(d) Exemption in case of registered importers, manufacturers, and 
dealers. Importers, manufacturers, and dealers who have registered and 
paid the tax as provided for in Part VIII of subchapter A of chapter 27 
shall not be required to conform to the provisions of this section with 
respect to transactions in firearms with dealers or manufacturers if such 
dealers or manufacturers have registered and have paid such tax, but 
shall keep such records and make such reports regarding such tran&- 
actions as may be prescribed by regulations under this suhchapter and 
Part VIII of subchapter A of chapter 27. 

(e) Supply. The Commissioner, with the approval of the Secretary, 
shall cause suitable forms to be prepared for the purposes of subsection 
(a), and shall cause the same to be distributed to collectors of internal 
revenue. 63 Stat. 292, amended May 21, 1952, c. 320, § 3(a), 66 
Stat 83. 


Historical Note 


Amendment. Sub sec. (c) amended 
by Act May 21, 1952, which made tech- 
nical changes to make section conform to 
new section 2734 of this title. 

BfTectlv© Date of 1952; Amendment. 
Section 4(a) of Act May 21, 1952, provided 
that the amendment of this section 
should become effective on the first day 
of the fourth month following the month 
[May] of Its enactment 


Text of Amendatory Kevenue Acts. 
Complete original text of Kevenue Acts 
amending this section, 1939 to date, see 
volumes “Title 26 — Internal Kevenue 
Acts”. 

legislative History: For legislative 
history and purpose of Act May 21, 1962, 
see 1952 D.S.Code Cong, and Adm.News, 
p. 1454. 


§ 2724. Books, records, and returns 

Importers, manufacturers, and dealers shall keep such books and 
records and render such returns in relation to the transactions in firearms 
specified In this subchapter and Part VIII of subchapter A of chapter 2 7 
as the Commissioner, with the approval of the SecretaiTf may by regula- 
tions require, 63 Stat. 292. 


§ 2725. Identification of firearms 

Bach manufacturer and importer of a firearm shall Identify it with a 
number or other identification mark approved by the Oommtssibner, such 
number or mark to be stamped or btherwlse pladdd thereofi in a mAnner 
approved by the Commissioner. 63 Stat. 292, 
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§ Z72&» TTiiIawfiil acts 

(a) Possessing firearms unlawfully transferred or made. It sliall be 
imlawful for any person to receiTe or possess any firearm wlLich has at 
any time been transferred in violation of section 2720, 2721(b), 2722, 
2723, 2727, or 2731 of tMs subcbapter, or which has at any time been 
made in violation of section 2734 of this subchapter. 

(b) Removing or changing identification marks. It shall be unlawful 
for anyone to obliterate, remove, change, or alter the number or other 
identification mark re( 3 .uired by section 2725. Whenever on trial for a 
violation of this subsection the defendant is shown to have or to have had 
possession of any firearm upon which such number or mark shall have 
been obliterated, removed, changed, or altered, such possession shall be 
deemed sufficient evidence to authorize conviction, unless the defendant 
explains such possession to the satisfaction of the jury. 

(c) Importing firearms illegally. It shall be unlawful (1) fraudulent^ 
ly or knowingly to import or bring any firearm into the United States or 
any territory under its control or jurisdiction (including the Philippine 
Islands), in violation of the provisions of this snbchapter and Part VIII 
lOf subchapter A of chapter 27; or (2) knowingly to assist in so doing; 
•or (3) to receive, conceal, buy, sell, or in any manner facilitate the trans- 
portation, concealment, or sale of any such firearm after being imported 
or brought in, knowing the same to have been imported or brought in 
•contrary to law. Whenever on trial for a violation of this section the de- 
fendant is shown to have or to have had possession of such firearm, such 
possession shall be deemed sufficient evidence to authorize conviction un- 
less the defendant explains such possession to the satisfaction of the jury. 
63 Stat. 292, amended May 21, 1952, c. 320, § 3(b), 66 Stat. 88. 


Historical Mote 


ia6Z Amendment. Subsec. (a) amended 
by Act May 21, 1952, which made techni- 
cal changes to make section conform to 
new section 2734 of this title. 

Effective Date of Amendmecnt. 

Section 4(a> of Act May 21, 1952, provided 
that the amendment of this section 
should become effective on the first day 
of the fourth month following the month 
[Mayl of its enactment. 

Phaippine Independence. Proc. No. 
2695, eff. July 4, 1946, 11 F.R. 7517, 60 
Stat. 1352, issued pursuant to section 1394 
of Title 22, Foreign Relations and Inter- 


course, recognized the independence of 
the Philippines as of July 4, 1946. For 
text of Proc. No. 2695, see note under 
section 1394 of said Title 22. 

Text of Amendatory Kevenue Acts. 
Complete original text of Revenue Acta 
amending this section, 1930 to date, see 
volumes “Title 26 — Internal Revenue 
Acts”. 

Eegislative History; For legislative 
history and purpose of Act May 21, 1952, 
see 1952 U.S.Code Cong, and Adm. News, 
p. 1454. 


§ 2737. Exportation 

Under such rules and regulations as the Commissioner, with the approv- 
al of the Secretary, may prescribe, and upon proof of the exportation of 
any firearm to any foreign country (whether exported as part of another 
article or not) with respect to which the transfer tax under section 2720 
has been paid by the manufacturer, the Commissioner shall refund to the 
manufacturer the amount of the tax so paid, or, if the manufacturer 
waives all claim for the amount to be refunded, the refund shall be made 
to the exporter. 5 3 Stat. 29 3. 


§ 2728. Importation 

No firearm shall he imported or brought into the United States or any 
territory under its control or jurisdiction (including the Philippine 
Islands), except that, under regulations prescribed by the Secretary, any 
firearm may be so imported or brought in when (1) the purpose thereof 
is shown to be lawful and (2) such firearm is unique or of a type which 
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cannot be obtained witbin the United States or sucb territory. 63 Stat, 
293. 

Historical Note 

Philippine Independence. See note set out under section 2726 of tbls title. 

§ 2729 , Penalties 

Any person wbo violates or fails to comply with any of the require- 
ments of this subchapter and Part VIII of subchapter A of chapter 27 
shall, upon conviction, be fined not more than $2,000 or be imprisoned for 
not more than five years, or both, in the discretion of the court. 53 Stat. 
293. 

§ 2730 * Forfeitures 

(a) liaws applicable. Any firearm which has at any time been trans- 
ferred or made in violation of the provisions of this subchapter and Part 
VIII of subchapter A of chapter 27 shall be subject to seizure and forfei- 
ture, and (except as provided in subsection (b) ) all the provisions of inter- 
nal-revenue laws relating to searches, seizures, and forfeiture of unstamped 
articles are extended to and made to apply to the articles taxed under this 
subchapter, and the persons to whom this subchapter and Part VIII of 
subchapter A of chapter 27 applies. 

(b) Disposal, In the case of the forfeiture of any firearm by reason of 
a violation of this subchapter and Part VIII of subchapter A of chapter 27 : 
No notice of public sale shall be required; no such firearm shall be sold 
at public sale; if such firearm is in the possession of any ofiQcer of the 
United States except the Secretary, such officer shall deliver the firearm to 
the Secretary; and the Secretary may order such firearm destroyed or may 
sell such firearm to any State, Territory, or possession (including the 
Philippine Islands), or political subdivision thereof, or the District of 
Columbia, or retain it for the use of the Treasury Department or trans- 
fer it without charge to any Executive department or independent estab- 
lishment of the Government for use by it, 53 Stat. 293, amended May 
21, 1952, c. 320. § 3 (c), 66 Stat. 88. 


Historical Note 


1952 Amendment. Siihsec. (a) amend- 
ed by Act May 21, 1952, which made 
technical chang:es to make section con- 
form to new section 2734 of this tltla 

Effective Bate of 1952 Amendment, 
Section 4(a) of Act May 21, 1952, provid- 
ed that the amendment of this section 
should become effective on the first day 
of the fourth month following the month 
CMay] of its enactment. 


Philippine Independence. See note set 
out under section 2726 of this title. 

Text of Amendatory Revenue Acts. 
Complete original text of Bevenue Acts 
amending this section, 1939 to date, see 
volumes “Title 26 — Internal Bevenue 
Acts”. 

legislative History* B’or legislative 
history and purpose of Act May 21, 1952, 
see 1952 U.S.Code Cong, and Adm.News, 
p. 1454. 


§ 2731. Other laws applicable 

All provisions of law (including those relating to special taxes, to the 
assessments, collection, remission, and refund of internal revenue taxes, to 
the engraving, issuance, sale, accountability, cancellation, and distribution 
of tax-paid stamps provided for in the internal-revenue laws, and to pen- 
alties) applicable with respect to the taxes imposed by sections 2660 of 
subchapter A of chapter 23 and 8220 of subchapter A of chapter 27^ and 
all other provisions of the internal-revenue laws shall, insofar as not in- 
consistent with the provisions of this subchapter and Part VIII of subchap- 
ter A of chapter 27, be applicable with respect to the taxes imposed by 
sections 2720(a) and 2734(a) of subchapter B of this chapter and sec- 
tion 3260 of subchapter A of chapter 27. 63 Stat. 294, amended May 21, 
1952. c. 820, § 8(d), 66 Stat. 88. 
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Historical Note 


ma AJOendjnfinLt, Act May 21, 1952, 
amended section to make technical chang- 
es to make it conform to new section 2734 
of this title. 

Effcjctive Bat© of 1953 Amendment. 
Section 4(a) of Act May 21, 1952, provided 
that the amendment of this section 
Ehonld become effective on the first day 
of the fourth month following the month. 
IMay] of its enactment 


Text of Amendatory Revenue Acts- 
Complete original text of Revenue Acta- 
amending this section, 1939 to date, see- 
volumes “Title 26 — Internal Revenue 
Acts”. 

liOgislative History t ^OT legislativT 
history and purpose of Act May 21, 1952, 
see 1952 U.S.Code Cong, and Adm-Newa 
p. 1454. 


§ 2732. Begulations 

Tlie Commissioner, with tlie approval of tbe Secretary, shall prescribe 
such rules and regulations as may be necessary for carrying the provisions 
of this subchapter and Part VIII of subchapter A of chapter 27 into effect* 
53 Stat. 294. 


§ 2733. Befinltions. 

That for the purposes of this subchapter and Part VIII of subchapter 
A of chapter 27 — 

(a) Firearm. The term "firearm'' means a shotgun or rifle having a 
barrel of less than eighteen inches In length, or any other weapon, except 
a pistol or revolver, from which a shot is discharged by an explosive if 
such weapon is capable of being concealed on the person, or a machine gun, 
and includes a mufider or silencer for any firearm whether or not such 
firearm is included within the foregoing definition, but does not include 
any rifle which is within the foregoing provisions solely by reason of the 
length of its barrel if the caliber of such rifle Is .22 or smaller and if its 
barrel is sixteen inches or more in length. 

(b) Machine gun. The term "machine gun'* means any weapon which 
shoots, or is designed to shoot, automatically or semiautomatically, more 
than one shot, without manual reloading, by a single function of the 
trigger. 

(c) Repealed. May 21, 1952, c. 820, § 2(b) , 66 Stat. 88. 

(d) Importer. The term "importer" means any person who imports or 
brings firearms into the United States for sale. 

(e) Manufacturer. The term "manufacturer" means any person who 
is engaged within the United States in the manufacture of firearms, or 
who otherwise produces therein any firearm for sale or disposition. 

(f) Dealer. The term "dealer" means any person not a manufacturer 
or importer engaged within the United States in the business of selling 
firearms. The term "dealer" shall include wholesalers, pawnbrokers, 
and dealers in used firearms. 

(g) Interstate commerce. The term "interstate commerce" means 
transportation from any State or Territory or District, or any insular 
possession of the United States (including the Philippine Islands), to 
any other State or to the District of Columbia. 

(h) To transfer or transferred. The term "to transfer" or **transfer- 
red" shall include to sell, assign, pledge, lease, loan, give away, or other- 
wise dispose of. 

(1) Person. The term "person** includes a partnership, company, aa- 
soclation, or corporation, as well as a natural person. 53 Stat. 294, amend- 
ed May 21, 1962, c. 320, § 2(b). (c), 66 Stat. 88. 
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Historical Note 


1952 Amcoidment. Subsec. (c) repealed 
by Act May 21, 1952, § 2(b). Prior to 
such repeal, such subsec. provided; “(c> 
•Continental United States. The term 
^continental United States' means the 
States of the United States and the Dis- 
trict of Columbia.” 

Subsecs, (d)-(f) amended by Act May 
21, 1952, § 2(c), which substituted “Unit- 
ed States” for “continental United States” 
wherever appearing. 

Effective Date of 1952 Amendment. 
Section 4(a) of Act May 21, 1952, provid- 
ed that the amendment of this section 
should become effective on the first day 


of the fourth month following the month 
[May] of its enactment. 

Philippine Independence. See note set 
out under section 2726 of this title. 

Text of Amendatory Revenue Acts. 
Complete original text of Revenue Acts 
amending this section, 1939 to date, see 
volumes “Title 26— Internal Revenue 
Acts”. 

liCgislatlve History; For legislative 
history and purpose of Act May 21, 1952, 
see 1952 U.S.Code Cong, and Adm. News, 
p. 1454. 


§ 2734. Tax on making firearms 

(a) Kate. There shall be levied, collected, and paid upon the making 
in the United States of any firearm (whether by manufacture, putting to- 
gether, alteration, any combination thereof, or otherwise) a tax at that 
rate provided in section 2720(a) which would apply to any transfer of 
the firearm so made. 

(b) Exceptions. The tax imposed by subsection (a) shall not apply 
to the making of a firearm — 

(1) by any person who is engaged within the United States in the 
business of manufacturing firearms; 

(2) from another firearm with respect to which a tax has been 
paid, prior to such making, under either section 2720(a) or under 
subsection (a) of this section; or 

(3) for the use of (A) the United States Government, any State, 
Territory, or possession of the United States, any political subdivi- 
sion thereof, or the District of Columbia, or (B) any peace ofldeer or 
any Federal officer designated by regulations of the Secretary. 

A]|y person who makes a firearm in respect of which the tax imposed by 
subsection (a) does not apply by reason of the preceding sentence shall 
make such report in respect thereof as the Secretary may by regulations 
prescribe. 

(c) Ky whom paid; when paid. The tax Imposed by subsection (a) 
shall be paid by the person making the firearm. Such tax shall be paid in 
advance of the making of the firearm. 

(d) How paid. Payment of the tax imposed by subsection (a) shall 
be represented by appropriate stamps to be provided by the Secretary. 

(e) Declaration. It shall be unlawful for any person subject to the tax 
imposed by subsection (a) to make a firearm unless, prior to such mak- 
ing, he has declared in writing his intention to make a firearm, has af- 
fixed the stamp described in subsection (d) to the original of such decla- 
ration, and has filed such original and a copy thereof. The declaration 
required by the preceding sentence shall be filed at such place, and shall 
be in such form and contain such Information, as the Secretary may by 
regulations prescribe. The original of the declaration, with the stamp 
afiSixed, shall be returned to the person making the declaration. If the 
person making the declaration is an Individual, there shall be included as 
part of the declaration the fingerprints and a photograph of such indi- 
vidual. Added May 21, 19$2, c. 320, § 1, 6$ Stat 87. 

Historical Note 

X3ffectiv« Bate. Section 4(a) of Act of thS fonrtli month following the month 
May 21, 1952, provided that this Section [May] of its enactment 
should become eflectlTe on the first day 
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SUBCHAPTER A.— DISTILLED SPIRITS 
PART L— PROVISIONS BBLATINQ TO TAX 


Sec. 

2800. Tax. 

2801. Rectified spirits. 

2802. Stamps for distilled spirits. 

2803. Stamps for containers of distilled spirits. 

2804. Detention of casks or packages on suspicion. 

2805. Distilled spirits subnect to forfeiture, distraint, or Judicial proc- 

ess. 

2806. Penalties and forfeitures. 

2807. Disposal of forfeited equipment and material for distilling. 

2808. Instruments to prevent and detect fraud* 

2809. Definitions. 

PART II.—DISTILLING AND RBCTIPYING 

2810. Registry of stills. 

2811. Return of materials used in the manufacture of distilled spirits. 

2812. Notice of business of distiller or rectifier* 

2813. Notice of intention to rectify. 

2814. Distiller’s bond, 

2815. Conditions of approval of distiller’s bond. 

2816. Plan of distillery. 

2817. Survey of distillery. 

2818. Notice of manufacture of and permit to set up still* 

2819. Premises prohibited for distilling. 

2820. Receiving cisterns in distilleries. 

2821. Penalty for breaking locks or gaining access to cistern room 

or building. 

2822. Requirements as to furnaces, tubs, doublers, worm tanks, and 

fixed pipes. ® 

2823. Changes in apparatus and fastenings. 

2824. Exemptions of small distilleries from certain requirements. 

2825. Exemption of distillers of fruit brandy from, certain require- 

ments. 

2826. Keeping distillery accessible. 

2827. Entry and examination of distillery. 

2828. Distillers and rectifiers to furnish facilities and give assistance 

for examination of premises. 

2829. Installation of meters, tanks, and other apparatus. 

2830. Officer’s authority to break up grounds or walls. 

2831. Signs of distillers, rectifiers, and wholesale liquor dealers. 

2832. Conditions precedent to carrying on business of distilling. 

2833. Distilling without giving bond. 

2834. Mash, wort, and vinegar; vinegar factories. 

2835. Vinegar factories operated prior to March 1, 1879. 

2836. Prohibited hours for distilling. 

2837. Exemption of alcohol from restrictions of section 2836. 

2838. Penalty for using material or removing spirits in absence of 

storekeeper-gauger. 

2839. Drawing off water and cleansing worm tub^ 

2840. Fermenting tubs. 

2841. Distiller’s books. 

2842. Penally for using false weights and measures. 

2843. Penalty for psing qnregistered materials. 



See. 

2844. 

2845. 

2846. 

2847. 

2848. 

2849. 

2850. 

2851. 

2852. 

2853. 

2854. 

2855. 

2856. 

2857. 

2858. 

2859. 

2860. 
2861. 
2862. 

2863. 

2864. 

2865. 

2866. 

2867. 

2868. 

2869. 

2870. 

2871. 


2872. 

2873. 

2874. 

2875. 

2876. 

2877. 

2878. 

2879. 

2880. 

2881. 

2882. 

2883. 

2884. 

2885. 

2886. 

2887. 

2888. 

2889. 

2890. 

2891. 
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Montlily production return of distiller. 

Special returns of number of barrels distilled. 

Assessment for deficiencies in production and excess of material 
used. 

Belief from assessments under section 2846. 

Exemption of distillers of ethyl alcohol from certain provisions. 
First fermenting period. 

Suspension and resumption of distilling. 

Beduction of producing capacity of distillery. 

Belease of distillery before judgment. 

Destruction of distilling apparatus in forfeiture proceedings. 
Burden of proof in cases of seizure of spirits. 

Monthly returns of rectifiers. 

Penalty for unlawful rectifying. 

Books of rectifiers and wholesale dealers. 

Exemption of States from provisions of section 2857* 

Books of distillers as wholesale dealers. 

Limitation on purchases by rectifiers and dealers. 

Gauging, branding, and stamping rectified spirits. 

Stamping. 

Marking and stamping packages filled on premises of wholesale 
dealers. 

Beturns of wholesale dealers. 

Noncompliance by rectifiers and wholesale dealers with certain 
provisions, penalties. 

Effacement of stamps and brands on emptied packages. 

Buying or selling used casks bearing Inspection marks. 

Changing stamps or shifting spirits. 

Afilxing imitation stamps on packages of distilled spirits. 
Prohibited hours for removal of spirits. 

Begulation of traffic in containers of distilled spirits. 

PART III.— INTERNAL REVENUE BONDED WAREHOUSES 
Establishment and control. 

Regulations for establishment, maintenance, and supervision. 
Discontinuance of warehouse and transfer of merchandise. 
Exemption from provisions of law distinguishing between classes 
of warehouses. 

Failure to comply with warehousing and removal requirements. 
Storekeeper-gauger's records. 

Drawing, gauging, and marking of distilled spirits. 

Deposits of spirits in warehouses. 

Withdrawal from warehouse and collection of tax on spirits 
subject to excessive leakage. 

Withdrawal of spirits from warehouse on original gauge. 

Entry for withdrawal from warehouse. 

Transfer of spirits at registered distilleries. 

Gauging, stamping, and branding spirits removed from ware- 
house. 

Exportation of spirits withdrawn from warehouses. 

Transportation bond on withdrawal of spirits for export. 
Drawback on spirits. 

Transfer of spirits into tank cars for export. 

Allowance for accidental loss or leakage during transportation 
from warehouse to port of export. 

Remission of tax on spirits accidentally lost. 

Withdrawal of distilled spirits to manufacturing bonded ware- 
house. 


T. 26h U.S.C.A— 40 
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PAJRT IV.— MISCEL.I/ANEOUS PROVISIONS BBIATINO TO 
DISTILLED SPIRITS 

Sec. 

2900. Date of withdrawal. 

2901. Loss allowances. 

2902. Other loss allowances. 

2903. Bottling of distilled spirits in bond. 

2904. Regulations governing bottling in bond. 

2905. Exportation of spirits bottled in bond. 

2906. 2907. Repealed. 

2908. Reuse of stamps or bottles, tampering, and unlawful removal. 

2909. Punishment for counterfeiting stamps. 

2910. Bottling gin in bond for export. 

2911. Effect on State laws. 

2912. Forfeiture of spirits unlawfully removed from distillery or 

warehouse. 

2913. Penalty for unlawful removal or concealment of spirits. 

2914. Penalty on officer in charge of warehouse for unlawful removal 

of spirits. 

2915. Storekeeper-gauger's warehouse book. 

2916. Removal for denaturation or destruction of distillates containing 

aldehydes or fusel oil. 

SUBCHAPTER B. — ^WINES 

3030. Tax. 

3031. Tax on brandy or spirits used in fortification. 

3032. Fortification of wines. 

3033. Withdrawal of wine spirits. 

3034. Supervision of fortification of sweet wine. 

3035. Power of secretary to authorize amelioration and fortification 

of wine without supervision. 

3036. Wine spirits and pure sweet wine. 

3037. Removal of domestic wines free of tax. 

3038. Grape and like wines for industrial use. 

3039. Allowance for loss during storage or cellar treatment. 

3040. Requirements on producers. 

3041. Spirit meters, locks, and seals. 

3042. Assignment of storekeeper-gaugers to fruit distilleries and win- 

eries. 

3043. Penalties and forfeitures. 

3044. Definitions. 

3045. Application of natural wine provisions to citrus-fruit wines and 

other like wines. 

SUBCHAPTER C. — INDUSTRIAL ALCOHOL 
PART 1.— DENATURATION 

3070. Withdrawal from bond tax free. 

3071. Drawing off and transfer of alcohol for denaturation. 

3072. Unlawful use or concealment of denatured alcohol. 

3073. Recovery of spirits for reuse in manufacture. 

3074. Sale of abandoned spirits for denaturation without collection of 

tax. 

PART IL— INDUSTRIAL ALCOHOL PLANTS 

3100. Establishment of Industrial alcohol plants. 

3101. Establishment of industrial alcohol warehouses. 

3102. Establishment of denaturing plants. 
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Sec. 

3103. Exemption of industrial alcohol plants and warehouses from 

certain laws. 

3104. Withdrawal of fermented liquors to industrial alcohol plants. 

3105. Regulations for establishing, bonding, and operation of plants 

and warehouses. 

3106. Production, use, or sale of alcohol. 

3107. Transfer of alcohol to other plants or warehouses, 

3108. Withdrawal of alcohol tax-free. 

3109. Sale of denatured alcohol tax-free. 

3110. Distilled vinegar. 

3111. Taxability of denatured alcohol or articles produced, transferred, 

used, or sold in violation of law or regulations, 

3112. Tax on alcohol. 

3113. Refund of tax on alcohol for loss or leakage, 

3114. Alcohol permits. 

3115. Penalties. 

3116. Forfeitures and seizures. 

3117. Officers and agents authorized to Investigate, Issue search war- 

rants, and prosecute for violations. 

3118. Release of seized property upon execution of bond. 

3119. Compliance with court subpoena as to testifying or producing 

records. 

3120. Form of affidavit, information, or indictment. 

3121. Powers and duties of persons enforcing this part. 

3122. Other laws applicable. 

3123. Application of part to Puerto Rico and Virgin Islands. 

3124. Definitions. 

3125. Importation of alcohol for industrial purposes. 

3126. Emergency production of sugars and sirups in industrial alcoholie 

plants. 

SUB CHAPTER D. — ^FERMENTED LIQUORS 

3150. Tax. 

3151. Repealed. 

3162. Other provisions relating to stamps, 

3153. Removals free of tax. 

3154. Repealed. 

3155. Requirements on brewers. 

3156. Permit to operate brewery temporarily at another place, 

3157. Bottling fermented liquors. 

3158. Brewery premises. 

3159. Penalties and forfeitures. 

3160. Gallon defined. 

SUBCHAPTER E. — MISCELLANEOUS GENERAL PROVISIONS 

3170. Transfer and delegation of powers. 

3171. Records, statements, and returns. 

3172. Discretionary method for collecting tax. 

3173. Penalties and forfeitures. 

3174- Territorial extent of law. 

3175. Other laws applicable. 

3176, Rules and regulations. 

8177. Manufacturing bonded warehouses. 

3178. Special provisions relating to distilled spirits and wines rectifle# 

in bonded manufacturing warehouses. 

3179. Exemption and d!rawbaOk In case of exportation. 

3180. Distilleries erected prlbr to July 20, 1868, 

3181. Cross references. 
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^ec. 

3182. Volatile fruit-flavor concentrates. 

3183. National emergency transfers of distilled spirits. 

SUBCHAPTER F. — DEFENSE TAX FOB FIVE TEARS 

3190. Defense tax for five years. 

3191. Floor stocks tax on fermented malt liquors, 

3192. Floor stocks tax on wines. 

2193. 1942 Floor stocks tax on wines. 

3194. 1944 Floor stocks tax on wines. 

3195. 1951 Floor stocks tax on wines. 


SUBCHAPTBR A- — DISTILLED SPIRITS 
PAKT L— PROVISIONS RELATING TO TAX 


§ 2800. Tax 

(a) Rate 

(1) Distilled spirits generally. There shall be levied and collected on 
all distilled spirits in bond or produced in or imported into the United 
States an internal revenue tax at the rate of $10.50 on each proof gal- 
lon or wine gallon when below proof and a proportionate tax at a like 
rate on all fractional parts of such proof or wine gallon, to be paid by 
the distiller or importer when withdrawn from bond. On and after April 
1, 1955, the rate of tax imposed by this paragraph shall be $9 in lieu of 
$10.50. 

(A) Payment of tax as to domestic spirits. The tax on distilled spirits 
produced in the United States, to be paid upon withdrawal from bond, and 
the tax on rectified spirits produced in the United States, shall be paid by 
stamp, under such rules and regulations, permits, bonds, records, and re- 
turns, and with the use of such tax-stamp machines or other devices and 
apparatus, including but not limited to storage, gaging, and bottling tanks 
and pipe lines, as the Commissioner with the approval of the Secretary 
shall prescribe. 

(B) Penalties. Whoever manufactures, procures, possesses, uses, or 
tampers with a tax-stamp machine which may be required under this sec- 
tion with intent to evade the internal-revenue tax imposed upon distilled 
spirits and rectified spirits, and whoever, with intent to defraud, makes, 
alters, stimulates, or counterfeits any stamp of the character imprinted by 
such stamp machines, or who procures, possesses, uses, or sells any forged, 
altered, counterfeited, or simulated tax stamp, or any plate, die, or device 
intended for use in forging, altering, counterfeiting, or simulating any 
such stamps, or who otherwise violates the provisions of this section, or 
the regulations issued pursuant thereto, shall pay a penalty of $5,000 and 
shall he fined not more than 110,000 or be imprisoned not more 
than five years, or both, and any machine, device, equipment, or materials 
used in violation of this section shall he forfeited to the United States and 
after condemnation shall he destroyed. But this provision shall not ex- 
clude any other penalty or forfeiture provided by law. 

(2) Products of distillation containing distilled spirits. All products 
of distillation, by whatever name known, which contain distilled spirits or 
alcohol, on which the tax imposed by law has not been paid, shall be con- 
sidered and taxed as distilled spirits. 

(3) Imported perfumes containing distilled spirits. There shall be 
levied and collected upon all perfumes imported into the United . States 
containing distilled spirits, a tax of $10.50 per wine gallon, and a pro- 
portionate tax at a like rate on all fractional parts of such wine gallon. 
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Sucli tax shall be collected by the collector of customs and deposited as 
internal revenue collections, under such rules and regulations as the 
Commissioner, with the approval of the Secretary, may prescribe. On 
and after April 1, 1955, the rate of tax imposed by this paragraph shall 
be $9 in lieu of $10.50. 

(4) Alcoholic compoimds from Puerto Rico and Virgin Islands 

<A) Puerto Rico. Except as provided in section 3123, upon bay rum, 
or any article containing alcohol, brought from Puerto Rico into the United 
States for consumption or sale there shall be paid a tax on the spirits 
contained therein at the rate imposed on distilled spirits produced in the 
United States, to be collected at the port of entry by the collector of in- 
ternal revenue of the district in which the port is located. The Commis- 
sioner, with the approval of the Secretary, is authorized to make such rules 
and regulations as may be necessary to carry this paragraph into effect. 

(B) Virgin Islands. For provisions relating to tax on alcoholic com- 
pounds from the Virgin Islands, see section 33 50. 

(5) Rectified spirits and wines. In addition to the tax imposed by this 
chapter on distilled spirits and wines, there shall be levied, assessed, col- 
lected, and paid, a tax of 30 cents on each proof gallon and a proportion- 
ate tax at a like rate on all fractional parts of such proof gallon on all dis- 
tilled spirits or wines rectified, purified, or refined in such manner, and 
on all mixtures produced in such manner, that the person so rectifying, 
purifying, refining, or mixing the same is a rectifier within the meaning of 
section 3254(g).* Promded, That this tax shall not apply to gin produced 
by the redistillation of a pure spirit over juniper berries and other aro- 
matics or to vodka produced from pure spirits in the manner authorized 
at registered distilleries. 

(6) Wines containing more than 24 percent of absolute alcohol 

For taxation as distilled spirits of wines containing more than 24 per centum of 
Absolute alcohol by volume, see section 3030(a) (1). 

(7) Special taxes 

For special taxes, see section 3250L 

(8) Transfer of duties 

For transfer of powers and duties of Commissioner and his agents, see section 3170. 

(b) Time for payment 

(1) Bonded distilled spirits. For time for payment of tax on bonded 
distilled spirits, see paragraph (1) of subsection (a). 

(2) Distilled spirits not bonded. The tax upon any distilled spirits, 
removed from the place where they were distilled and not deposited in 
bonded warehouse as required by law, shall, at any time within the period 
of limitation provided in section 3312, when knowledge of such fact Is 
obtained by the Commissioner, be assessed by him upon the distiller of 
the same, and returned to the collector, who shall immediately demand pay- 
ment of such tax, and, upon the neglect or refusal of payment by the dis- 
tiller, shall proceed to collect the same by distraint. But this provision 
shall not exclude any other remedy or proceeding provided by law. 

(S) Transfer of duties 

For transfer of powers and duties of Commissioner and bis agents, see section 3170. 

(c) Time of attachment. The tax shall attach to distilled spirits, 
spirits, alcohol or alcoholic spirit, within the meaning of subsection (b) of 
section 2809 as soon as this substance is in existence as such, whether it be 
subsequently separated as pure or impure spirit, or be immediately, or at 
any subsequent time, transferred into any other substance, either in the 
process of original production or by any subsequent process. 

(d) Fersohs liable. Byery proprietor or possessor of, and every per- 
son in any manner interested in the use of, any still, distillery, or distilling 
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apparatus, shall be jointly and severally liable for the taxes imposed by law 
on the distilled spirits produced therefrom. 

(e) Iden 

(1) Property subject to. The tax shall be a first lien on the spirits* 
distilled, the distillery used for distilling the same, the stills, vessels, fix- 
tures, and tools therein, the lot or tract of land whereon the said distillery- 
is situated, and on any building thereon from the time said spirits are in 
existence as such until (except as provided in paragraph (3)), the said 
tax is paid. 

(2) Exception during term of bonds. No lien shall attach to any lot 
or tract of land, distillery, building, or distilling apparatus, under the pro- 
visions of this subsection, by reason of distilling done during any period in- 
cluded within the term of any bond taken under the provisions of section 
2815(b) (1) (C). 

(S) Extinguishment. Any lien under paragraph (1) on any land or 
any Wilding thereon shall be held to be extinguished, if (1) such land 
and building are no longer used for distillery purposes, and (2) there is* 
no outstanding liability for taxes or penalties imposed by law on the distill- 
ed spirits produced therein, and (3) no litigation is pending in respect of 
any such tax or penalty. 

(4) Certificate of discharge. Any person claiming any Interest in any 
such land or building may apply to the collector for a duly acknowledged 
certificate to the effect that such lien is discharged and, if the Commission- 
er determines that any such lien is extinguished, the collector shall issue 
such certificate, and any such certificate may be recorded. 

(f) Collection of tax on imported distilled spirits. The internal revenue 
tax imposed by paragraphs (1) and (2) of subsection (a) upon distilled 
spirits imported into the United States shall, under regulations prescribed 
by the Commissioner, with the approval of the Secretary, be collected and 
deposited in the same manner as other Internal revenue taxes, except that 
such collection and depositing shall be by the collector of customs instead 
of by the collector of internal revenue. Such tax shall be in addition to 
any customs duty imposed under the Tariff Act of 1930, 46 Stat. 590, or 
any subsequent Act. Distilled spirits smuggled or brought into the United 
States unlawfully shall, for the purpose of this subsection and paragraphs 
(1) and (2) of subsection (a), be held to be Imported into the United 
States. Section 2805 shall be applicable to the disposition of imported 
spirits. 

(g) Defense tax for five years. In lieu of the rates of tax specified in 
such of the sections of this title as are set forth in the following table, the 
rates applicable with respect to the period after June 30, 1940, and before 
July 1, 1945, shall be the rates set forth under the heading “Defense-Tax 
Rate": 


Section 

Description of tax 

Old rate 

Defense- 
tax rate 

2800(a) (1) 

2800(a) (1) 

Distilled spirits generally .... 
Brandy 

$2.25 

2.00 

$3.00 

2.75 

3.00 

2800(a) (3) 

Imported perfumes 

2.25 


(h) Floor stocks tax 

(1) Upon all distilled spirits produced in or imported Into tbe United 
States upon which the internal-revenue tax imposed by law has been paid, 
and which on July 1, 1940, are held and intended for sale or for use in 
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the manufactTire or production of any article intended for sale, there 
shall be levied, assessed, collected, and paid a floor stocks tax of 75 cents 
on each proof-gallon, and a proportionate tax at a like rate on all frac- 
tional parts of such proof-gallon. The tax imposed by this subsection 
shall not apply to one hundred wine gallons of the retail stocks of dis- 
tilled spirits held by a person on premises as to which such person has 
incurred occupational tax as a retail dealer in liquors for the period be- 
ginning on July 1, 1940, and as to which no other occupational tax with 
respect to dealing in distilled spirits has been incurred by such person for 
a period beginning on such date. 

(2) Every person required by this subsection to pay any floor stocks 
tax shall, on or before August 1, 1940, under such regulations as the 
•Commissioner, with the approval of the Secretary, shall prescribe, make 
a return and pay such tax. Payment of the tax shown to be due may be 
extended to a date not later than February 1, 1941, upon the filing of a 
bond for payment thereof in such form and amount and with such surety 
or sureties as the Commissioner, with the approval of the Secretary, may 
prescribe. Every retail dealer in liquors (even though not liable to pay 
.such tax) shall make the return required by this paragraph. 

(3) All provisions of law, including penalties, applicable in respect of 
internal-revenue taxes on distilled spirits shall, insofar as applicable and 
not inconsistent with this subsection, be applicable in respect of the floor 
stocks tax imposed hereunder. 

(1) Floor stocks tax 

(1) Upon all distilled spirits upon which the Internal-revenue tax Im- 
posed by law has been paid, and which on October 1, 1941, are held and 

Intended for sale or for use in the manufacture or production of any 

article intended for sale, there shall be levied, assessed, collected, and 
paid a floor stocks tax of $1 (except that in the case of brandy, the rate 
shall be $1.25) on each proof-gallon, and a proportionate tax at a like rate 
on all fractional parts of such proof-gallon. 

(2) Every person required by this subsection to pay any floor stocks 

•tax shall, on or before January 1, 1942, under such regulations as the 

•Commissioner, with the approval of the Secretary, shall prescribe, make a 
return and pay such tax. Payment of the tax shown to be due may be ex- 
tended to a date not later than August 1, 1942, upon the filing of a bond 
for payment thereof in such form and amount and with such surety or 
sureties as the Commissioner, with the approval of the Secretary, may pre- 
scribe. 

(3) All provisions of law, including penalties, applicable in respect of 
internal-revenue taxes on distilled spirits shall, insofar as applicable and 
not inconsistent with this subsection, be applicable in respect of the floor 
stocks tax imposed hereunder. For the purposes of this subsection the 
term "'distilled spirits" shall include products produced in such manner 
that the person producing them is a rectifier within the meaning of section 
.3264(g). 

(j) 1042 Floor stocks tax 

(1) Tax. Upon all distilled spirits upon which the internal-revenue 
tax imposed by law has been paid, and which on the effective date of Title 
TI of the Revenue Act of 1942, are held and intended for sale or for use 
in the manufacture or production of any article Intended for sale, there 
shall be levied, assessed, collected, and paid a floor stocks tax of $2 on each 
proof-gallon, and a proportionate tax at a like rate on all fractional parts 
-of such proof-gallon. 

(2) Returns. Under such regulations as the Commissioner with the 
a,pproval pf the Secretary shall prescribe, every person required by para- 
graph (1) to pay any floor stocks tax shall, on or before the end of the 
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thirtieth day following the effectire date of Title VI of the Eevenue Act of 
1942 make a return and shall, on or before the first day of the third month 
following such effective date, pay such tax. Payment of the tax shown to 
he due may be extended to a date not later than the first day of the tenth 
month following the effective date of Title VI of the Revenue Act of 1942, 
upon the filing of a bond for payment thereof in such form, and amount 
and with such surety or sureties as the Commissioner, with the approval 
of the Secretary, may prescribe. 

(8) Laws applicable. All provisions of law, inclnding penalties, ap- 
plicable in respect of internahrevenue taxes on distilled spirits shall, inso- 
far as applicable and not inconsistent with this subsection, be applicable 
in respect of the floor stocks tax imposed hereunder. For the purposes of 
this subsection the term ‘‘distilled spirits" shall include products pro- 
duced in such manner that the person producing them is a rectifier within 
the meaning of section 3254(g). 

(k) 1944 Moor stocks tax 

(l) Tax. Upon all distilled spirits upon which the internal-revenue tar 
imposed by law has been paid, and which on the effective date of Title III 
of the Revenue Act of 1943, are held and intended for sale or for use in 
the manufacture or production of any article intended for sale, there shall 
be levied, assessed, collected, and paid a floor stocks tax of $3 on each 
proof-gallon, and a proportionate tax at a like rate on all fractional parts 
of such proof-gallon. 

(2) Returns. Under such regulations as the Commissioner with the 
approval of the Secretary shall prescribe, every person required by para- 
graph (1) to pay any floor stocks tax shall, on or before the end of the 
thirtieth day following the effective date of Title III of the Revenue Act of 
1943 make a return and shall, on or before the first day of the third 
month following such effective date, pay such tax. Payment of the tax 
shown to be due may be extended to a date not later than the first day of 
the tenth month following the effective date of Title III of the Revenue Act 
of 1943, upon the filing of a bond for payment thereof in such form and 
amount and with such surety or sureties as the Commissioner, with the 
approval of the Secretary, may prescribe. 

(3) Laws applicable. All provisions of law, including penalties, ap- 
plicable in respect of internal-revenue taxes on distilled spirits shall, inso- 
far as applicable and not inconsistent with this subsection, be applicable in 
respect of the floor stocks tax imposed hereunder. For the purposes of 
this subsection the term “distilled spirits" shall include products produced 
in such manner that the person producing them is a rectifier within the 
meaning of section 3254 (g) . 

(Z) 1951 Floor stocks tax 

(1) Tax. Upon all distilled spirits upon which the Internal revenue tar 
imposed by law has been paid, and which on the effective date of section 
451(a) of the Revenue Act of 1951, are held and intended for sale or for 
use in the manufacture or production of any article intended for sale, 
there shall be levied, assessed, collected, and paid a fioor stocks tax of 
$1.50 on each proof-gallon, and a proportionate tax at a like rate on all 
fractional parts of such proof-gallon. 

(2) Returns. Under such regulations as the Secretary shall prescribe,, 
every person required by paragraph (1) to pay any floor stocks tax shall, 
on or before the end of the thirtieth day following the effective date of 
section 451(a) of the Revenue Act of 1951 make a return and shall, on or 
before the first day of the third month following such effective date, pay 
such tax. Payment of the tax shown to be due may be extended to a date^ 
not later than the first day of the tenth month following the effective date 
of auch section upon the filing of a bond for payment thereof in such fona 
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and amonnt and with such surety or sureties as the Secretary may pre- 
scribe. 

(3) liaws applicable. All provisions of law, including penalties, ap- 
plicable in respect of internal revenue taxes on distilled spirits shall, in- 
sofar as applicable and not inconsistent with this subsection, be applicable 
in respect of tbe floor stocks tax imposed hereunder. For the purposes of 
this subsection the term ‘'distilled spirits'* shall include products produced 
in such manner that the person producing them is a rectifier within the 
meaning of section 3254(g). 53 Stat. 298, amended June 25, 1940, 11:45 

a. m., E. S. T., c. 419, Title II, § 213(a), 54 Stat. 524; Sept. 20, 1941, 
12:15 p. m., E. S. T., c. 412, Title V, § 533 (a, b, d), 55 Stat. 708; Oct. 21, 
1942, 4:30 p. m., E. W. T., c. 619, Title VI, § 602(a, b, d), 56 Stat. 970, 
971; Feb. 25, 1944, 12:49 p. m., E. W. T., c. 63, Title III, § 308(a), 58 
Stat. 67; Apr. 30, 1946, c. 244, Title V, § 507(a), 60 Stat. 157; Feb. 21, 
1950, c. 36, § 1, 64 Stat. 20; Oct. 20, 1951, 2:07 p. m., E. S, T., c. 521, 
Title IV, § 451, 65 Stat. 524; May 22. 1952, c. 322, § 1, 66 Stat, 89; Mar. 
31, 1954, c. 126, Title VI. § 601(a) (1). (2), 68 Stat. 45. 


Historical Note 


References in Text. Tariff Act of 1930, 
referred to in subsec. (f), is classified to 
chapter 4 of Title 19, Customs Duties. 

Effective date of Title VI of the Reve- 
nue Act of 1942, referred to in subsec. (j) 
(1) (2), commenced on the first day of 
the first month which began more than 
ten days after Oct 21, 1942, 4 .30 p m , E. 
W. T. See “Effective Date of 1942 Amend- 
ment” note under this section. 

Effective date of Title III of the Reve- 
nue Act of 1943, referred to in subsec. 

(k) (1) (2), commenced on the first day 
of the first month which began more than 
10 days after Feb. 25, 1944, 12:49 p. m , E. 
W. T. See “Effective Date of 1944 Amend- 
ment” note under this section. 

Section “451(a) of the Revenue Act of 
1951”, referred to In subsec. (Z) (1) (2), 
is section 451(a) of Act Oct. 20, 1951, 
which amended subscc. (a) (1) of this 
section. For effective date of such amend- 
ment, see note under section 1650 of this 
title. 

1954 Amendment. Sub sec. (a) (1) 

amended by Act Mar. 31, 1954, 5 601(a) 

(l) , which in second sentence substituted 
•‘April 1, 1955” for “April 1, 1954”. 

Subsec, (a) (3) amended by Act Mar. 
81, 1954, § 001(a) (2), which in third sen- 
tence substituted “April 1, 1955” for 
“April 1, 1954”. 

1952 Amendment. Subsec. (a) (5) 
amended by Act May 22, 1952, to relieve 
from the rectification tax vodka produced 
from pure spirits in the manner author- 
ized at registered distilleries. 

1951 Amendment, Subsec, (a) (1) 
amended by Act Oct. 20, 1951, g 451(a) 
which substituted “$10.50” in lieu of ”$6”, 
and added second sentence. 

Subsec. (a) (3) amended by Act Oct. 
20, 1951, 9 451(b), which substituted 

“$10 50” in lieu of “$0”, and added third 
sentence. 

Subsec. (Z) added by Act Oct 20, 1951, 
i 461(c). 


1950 Amendment. Subsec. (a) (1) 

amended by Act Feb. 21, 1950, which add- 
ed pars. (A) and (B). 

1946 Amendment. Subsec. (a) (4) 

amended by Act Apr. 30, 1946, which de- 
leted “Philippines” from subsec. catch- 
Ime, and amended subpar. (B) by delet- 
ing “and Philippines” from catchline and 
from text following “Virgin Islands”. 

1944 Amendment. Sub sec. (k) added 
by Act Feb. 25, 1944. 

1942 Amendment. Subsec. (a), pars. 
(1) and (3) amended by Act Oct. 21, 1942, 
which substituted “$6.” for “$4,” 

Subsec. (3) added by Act Oct 21, 1942. 

1941 Amendment. Subsecs, (a) (1) and 
(a) (3) amended and subsec. (i) added 
by Act Sept. 20, 1941, § 633(a), (b). (d), 
respectively. 

1940 Amendment. Subsecs. (g), (h) add- 
ed by Act June 26, 1940. 

Bffesetive Date of 1952 Amendment. Sec- 
tion 2 of Act May 22, 1962 provided that 
the amendment of subsec. (a) (6) by sec- 
tion 1 of said Act May 22, 1952, should 
take effect on the first day of the first 
month which begins more than 10 days 
after May 22, 1962. 

Bffectlve Date of 1961 Amendment. 
Amendments of this section by Act Oct. 
20, 1951, as effective on the first day of 
the first month which begins more than 
10 days after Oct 20, 1951, see note under 
section 1650 of this title. 

Bffeot^Ve Date of 1950 Amendment. Sec- 
tion 10 Of Act Feb. 21, 1960, provided 
that: “The amendments made by this 
Act [Act Feb. 21, 1950] shall become ef- 
fective on the first day of the first month 
which begins six months or more after 
the date of the enactment of this Act” 

Bffeetlve Date of 1946 Amendment. 
Amendment of this section by Act Apr. 
80, 1946 was made effective on May 1, 
1946, by section 1 of said Act which is 
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e«t out as a note under section 1251 of 
Title 22, Foreign Belatlona and Inter- 
course. 

Effective Bate of 1944 Amendment. 
Act Feb. 25, 1944, was made effective on 
first day of the first month which be- 
gan more than 10 days after the date 
of the enactment of this Act by section 
301 thereof. 

Effective Bate of 1943 Amendment. 

Act Oct 21, 1942, was made effective on 
the first day of the first month which 
began more than ten days after Oct 21, 
1942, 4:30 p. m., B. W. T., by section 601 
thereof. 

Effective Bate of 1941 Amendment. 
Act -Sept. 20, 1941, was made effective on, 
and applicable only with respect to the 
period beginning with Oct. 1, 1941, by 
section 536 thereof. 

Tax and Customs Bnties Kefunds on 
Spirits Eost in Floods of 1951. Section 
498 Of Act Oct. 20, 1951 provided that: 

«(a) Authorization. The Secretary of 
the Treasury is authorized and directed 
to make refund, or allow credit in the 
case of a distiller or rectifier if he so 
elects, in the amount of the internal- 
revenue tax and customs duties paid on 
spirits previously withdrawn, and lost 
or rendered unmarketable, by reason of 
the floods of 1951 while such spirits were 
in the possession of (1) the person orig- 
inally paying such tax or such tax and 
duty on such spirits, (2) a rectifier for 
rectification or for bottling, or which 
have been used in the process of rectifica- 
tion, under Government supervision as 
provided by law and regulations, or (3) 
a wholesale or retail liquor dealer, all 
hereafter referred to as the possessor or 
possessors. The refunds and credits au- 
thorized by this section may be made to 

(1) any of the possessors, except a re- 
tail liquor dealer, or (2) to any distiller, 
rectifier, importer, or wholesale liquor 
dealer who replaced for the possessor the 
full equivalent of the distilled spirits 
so destroyed or rendered unmarketable, 
without compensation, remuneration, pay- 
ment, or credit of any kind in respect 
of the tax, or tax and duty on such dis- 
tilled spirits. A claim for the amount 
of such tax, or such tax and duty, shall 
be filed with the Secretary of the Treas- 
ury within ninety days from the date of 
enactment of this Act [Oct. 20, 1951]. 
The claimant shall furnish proof to the 
Secretary’s satisfaction that (1) the in- 
ternal-revenue tax on such spirits, or the 
tax and duty if imported, was fully paid, 

(2) such spirits were lost, or rendered 
unmarketable, by reason of damage sus- 
tained as the result of the aforesaid 
flood conditions, (3) claimant was not 
indemnified by any valid claim of insur- 
ance or otherwise against loss of the 
tax (or tax and duty if imported) paid 
on the spirits, and (4) in those cases 
where applicable, that the claimant has 
replaced for the possessor the full equiv- 
alent of the distilled spirits so destroyed 
or rendered unmarketable, without com- 
pensation, remuneration, payment, or 


credit of any kind in respect of the tax, 
or tax and duty, on such distilled spirits. 

“(b) Bestruction of spirits. When the 
Secretary, pursuant to this section, 
makes refund, or allows credit, in the 
amount of the tax, or tax and duty, on 
spirits rendered unmarketable# such spir- 
its shall be destroyed under the super- 
vision of the Secretary. 

“(c) Credit. Where credit Is allowed 
to a distiller or rectifier for the internal - 
revenue tax previously paid as aforesaid, 
the Secretary is authorized and directed 
to provide for the Issuance of stamps to> 
cover the tax on spirits subsequently 
withdrawn or rectified to the extent of 
the credit so allowed. 

“(d) Begulations. The Secretary is au- 
thorized to make such rules and regula- 
tions as may be necessary to carry out 
the provisions of this section.” 

BistUled Spirits In Foreign Trade 
Zones at Time of Tax Increase. Col- 
lection of all taxes on distilled spirits 
which were in foreign trade zones at 
time of effective date of tax increase 
made by Act Oct. 20, 1951, and subse- 
quently received in customs territory of 
United States, see note under section 
2000 of this title. 

Tax Refunds on Bistilled Spirits- 
Brought In from Foreign Trade Zones- 
after April 1, 19^. Tax credits or re- 
funds on distilled spirits brought in* 
from foreign trade zones on or after 
April 1, 1954, see note under section 2000* 
of this title. 

Termination of Rates. Act Sept. 20;. 
1941, 12:15 p. m., F. S. T., c. 412, Title V, 
§§ 536, 650(a), 55 Stat 710, 715, provided 
for the termination of the applicability 
of the rates specified in subsec. (g) of 
this section as follows: 

”[§ 536.] The amendments made by 
this Part [Act Sept. 20, 1941, Title V, 
Part III, §§ 531-536, affecting sections 
1807, 1850, 2800, 2887, 3030, 3192, and 3400 
of this title] shall be applicable only 
with respect to the period beginning 
with October 1, 1941, and the rates spec- 
ified in section 1650(a), section 1807(b), 
section 2004, section 2800(g) and section 
3190 of the Internal Revenue Code shall 
not apply with respect to such period. 
This Part shall take effect ou October 1, 
1941.” 

”[§ 550.] (a) The amendments made by 
this Part [Act Sept. 20, 1941, Title V# 
Part IV, §§ 541-550, affecting Title 26, 
Internal Revenue Code, 5§ 1700, 1701, 1710# 
1712, 1715, 1716, 3403, 3404, 3405, 3409, 3441, 
3465, 3466; and Title 16, Conservation, §§ 
I8e, 407d] shall be applicable only with 
respect to the period beginning with the 
effective date of this Part, and the rates 
specified in section 1650(a), section 1807 
(b), section 2004, section 2800(g), and 
section 3190 of the Internal Revenue Code- 
shall not apply with respect to such pe- 
riod This Part shall take effect on Oc- 
tober 1, 1941.” 

Treaty Obligations. Section 615 of Act 
Oct. 20, 1951, {provided that: “No amend- 
ment made by this Act [Act Oct. 20j, 
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SL951] shall apply in any case where its 
application would be contrary to any 
treaty obligation of the United States.” 

Text of Anaendatory Revenne Acts. 

Complete original text of Revenue Acts 
amending this section, 1939 to date, 
see Volumes “Title 26 — ^Internal Revenue 
^cts”. 

§ 2801. Rectified spirits 

(a) Rate of tax 

For rate of tax, see section 2800(a) (5). 

(b) Proof and volume. When the process of rectification Is completed 
and the taxes prescribed by section 2800(a) (5) have been paid, it shall 
be unlawful for the rectifier or other dealer to reduce in proof or increase 
In volume such spirits or wine by the addition of water or other substance; 
nothing herein contained shall, however, prevent a rectifier from using 
.again in the process of rectification spirits already rectified and upon which 
the taxes have theretofore been paid. 

(c) Exemption from tax 

(1) Cordials and liqueurs. The taxes imposed by section 2800(a) (5) 
shall not attach to cordials or liqueurs on which a tax is imposed and paid 
under paragraph (1) or (2) of section 3030(a), nor to the mixing and 
blending of wines, where such blending is for the sole purpose of per- 
fecting such wines according to commercial standards, nor to blends made 
exclusively of two or more pure straight whiskies aged in wood for a pe- 
riod not less than four years and without the addition of coloring or 
•flavoring matter or any other substance than pure water and if not re- 
duced below eighty proof; nor to blends made exclusively of two or more 
pure fruit brandies distilled from the same kind of fruit, aged in wood for 
a period not less than two years and without the addition of coloring or 
flavoring matter or any other substance than pure water and if not re- 
duced below eighty proof: Provided, That such blended whiskies and 
blended fruit brandies shall be exempt from tax under section 2800(a) 
(5) only when compounded under the immediate supervision of a revenue 

•officer, in such tanks and under such conditions and supervision as the 
Commissioner, with the approval of the Secretary, may prescribe. 

(2) Absolute alcohol. The process of extraction of water from high- 
proof spirits for the production of absolute alcohol shall not be deemed to 
be rectification within the meaning of section 3264(g), and absolute alco- 
hol shall not be subject to the tax imposed by section 2800(a) (6), but the 
production of such absolute alcohol shall be under such regulations as the 
Commissioner, with the approval of the Secretary, may prescribe. 

(d) Regulations — ^Use of distilled spirits or wines. All distilled spirits 
■-or wines taxable under section 2800(a) (6) shall be subject to uniform 
regulations concerning the use thereof in the manufacture, blending, com- 
pounding! mixing, marking, branding, and sale of whisky and rectified 
spirits, and no discrimination whatsoever shall be made by reason of a 
^difference in the character of the material from which same may have 
been produced. 

(e) Rectifying 

(1) Regulations. The business of a rectifier of spirit^ shall be carried 
on, and the tax on rectified spirits shall be paid, under such rules, regula- 
tions, and bonds as may be prescribed by the Commissioner, with the ap- 
proval of the Secretary. The Commissioner, with the approval of the Sec- 
retary. shall prescribe such regulations under this section and paragraph 
< 5 ) of section 2 8 00 (a) as he deems necessary* 
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(2) Premise of rectifier. Tlie premises of a rectifier sliall be as de- 
scribed in his notice and, whether they consist of an entire building or of 
rooms In a building, shall hare means of ingress from and egress into a 
public street or yard, or into a public hall or elevator shaft leading into a 
public street or yard, and shall be used exclusively for the business of 
rectification and the bottling of liquors rectified by him thereon, and the 
bottling of wines and spirits without rectification. Any rectifier who uses 
his rectifying premises contrary to the provisions of this paragraph shall 
be fined not more than $50 with respect to each day upon which any such 
use occurs, but shall not, on account of such use, be subject to the penal- 
ties otherwise prescribed in this section. 

(S) Pilteriiig and purifying wines. The filtering, clarifying, or purify- 
ing of wines on bonded winery premises or bonded storeroom premises 
shall not be deemed to be rectification within the meaning of section 
S254(g). 

(4) Vermouth manufactured with fortified wines. The manufacture 
of vermouth with fortified sweet wine on bonded winery premises shall 
not he deemed to be rectification within the meaning of section 3254 (g), 
if distilled spirits other than necessary in the production of approved es- 
sences, used in the manufacture of vermouth, whether or not such es- 
sences are produced on the bonded winery premises, are not added to the 
fortified sweet wine used in the manufacture thereof or to such vermouth 
during or after its manufacture. Such vermouth may be manufactured on 
bonded winery premises, but only in a separate department thereof, under 
such supervision and in accordance with such regulations as the Commis- 
sioner, with the approval of the Secretary, shall prescribe. The provi- 
sions of this paragraph shall apply in the same manner and to the same 
extent to aperitif wines other than vermouth. 

(5) Blending of beverage brandies. Fruit brandies distilled from the 
same kind of fruit at not more than one hundred and seventy degrees 
proof may, for the sole purpose of perfecting such brandies according to 
commercial standards, be mixed or blended with each other, or with any 
such mixture or blend, by tbe distiller thereof in any internal revenue 
bonded warehouse operated by him exclusively for the storage of brandy 
or wine spirits, and the provisions of this section and of sections 2800(a) 
(5) and 3254(g) relating to rectification or other internal revenue laws 
of the United States shall not be held to apply to or prohibit such mixing 
or blending, and brandies so mixed or blended may be packaged, stored, 
transported, transferred in bond, withdrawn from bond tax-paid or tax- 
free, or be otherwise disposed of, in the same manner as such brandies not 
so mixed or blended: Provided, That, in addition to the tax imposed by 
this chapter on the production of distilled spirits, there Shall be paid a tax 
of 30 cents as to each proof gallon (and a proportionate tax at a like rate 
on all fractional parts of such proof gallon) of brandy so mixed or blended 
(except when withdrawn tax-free and accounted for or when lost and al- 
lowance is made therefor), such tax to be paid by rectified spirits stamps 
aflaxed to the packages at the time of withdrawal. The Commissioner, un- 
der rules and regulations to be by him prescribed with the approval of the 
Secretary, upon the presentation of proof to his satisfaction of the loss by 
leakage, evaporation, theft, or otherwise of fruit brandies so blended or 
mixed, not occurring as the result of any negligence, connivance, collusion, 
or fraud on the part of the warehouseman or his agents, is hereby au- 
thorized to remit or refund the taxes assessed or paid upon such lost 
brandies: Provided, however, That such remission or refund shall be allow- 
ed only to the extent that the warehouseman is not indemnified or recom- 
pensed for such tax, and that losses of fruit brandies occurring prior to any 
such mixing or blending shall be allowable in accordance with section 2901. 
The term ‘'distiller** as used herein shall include any one or more distillers 
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associated as members of any farm cooperative, or any one or more dis- 
tillers affiliated within the meaning of section 17(a) (5) of the Federal 
Alcohol Administration Act, as amended, or any fruit distiller for whose 
account, recorded with the district supervisor at the time of production, the 
brandy to be blended was produced. The Commissioner may, with the 
approval of the Secretary, make such rules or regulations as he may deem 
necessary to carry these provisions into effect. 

(f) Penalties. Except as provided in subsection (e) (2), whoever vi- 
olates any of the provisions of this section or section 2800(a) (5)' shall 
be deemed to be guilty of a misdemeanor and, upon conviction, shall be 
fined not more than $1,000 or imprisoned not more than two years, and’ 
shall, in addition, be liable to double the tax evaded, together with the tax, 
to be collected by assessment or on any bond given. 53 Stat. 300, amend- 
ed July 14, 1947, c. 246, § 1(1), 61 Stat. 320; July 14, 1947, c. 247, 61 
Stat. 320; Oct. 10, 1951, c. 458, 65 Stat. 371. 


Historical Note 


Beferences in Teoct. Section 17(a) (6) 
of tlie Federal Alcohol Administration 
Act, referred to in subsec. (e) (6), is set 
out as section 211(a) (4) of Title 27, In« 
toxicating Liquors. 

1951 Amendment. Sub sec. (c) (1) 
amended by Act Oct. 10, 1951 to exempt 
from the rectification tax certain blends 
of whiskies and brandies even though 
such blends are reduced as low as 80 
proof. 

104:7 Amendment. Subsec. (e) (4) 
amended by Act July 14, c. 246, which de- 
leted “having no interior communication 
with any other department or part of 
such premises” following “separate de- 


partment thereor', and added last sen- 
tence extending application of par. to* 
aperitif wines other than vermouth. 

Subsec. (e) (5) added by Act July 14, 
1947, c. 247, 

Text of Amendatory Bevcnue Acts. 
Complete original text of Revenue Acts 
amending this section, 1939 to date, 
see volumes “Title 26— Internal Revenue 
Acts”. 

Xegislatlve History and Congressional 
Commi6ii.t: For legislative history and' 
purpose of Act Oct. 10, 1951, see 1951 U. 
S.Code Cong.Service, p. 2246. See, also, 
Acts July 14, 1947, cc. 247, 246, 1947 U.S; 
Code Cong.Service, pp. 1292, 1291 


§ 2802. Stamps for distilled spirits 

(a) Issue for restamping. The Commissioner may, under regulations 
prescribed by him with the approval of the Secretary, issue stamps for re- 
stamping packages of distilled spirits, which have been duly stamped but 
from which the stamps have been lost or destroyed by unavoidable acci- 
dent. 

( b ) Accountability 

(1) Other stamps. All stamps relating to distilled spirits, other than 
the tax-paid stamps, shall he charged to collectors; and the books con- 
taining such stamps may be intrusted by any collector to the storekeeper- 
gauger of the district, who shall make a daily report to the collector of 
all such stamps used by him and for whom used; and when all the stamps 
contained in any such book have been Issued, the storekeeper-gauger of 
the district shall return the book to the collector, with all the marginal 
stubs therein. Except as provided in section 2878(b), all export stamps 
issued to collectors shall be charged to them as representing the value of 
10 cents for each stamp, and they shall collect the amount due for such 
stamps at the rate of 10 cents for each stamp issued in such manner and 
at such time as the Commissioner may prescribe, and the Commissioner 
may, in his discretion, make assessment therefor. 

(2) Transfer of duties. For transfer of powers and duties of Commis- 
sioner and his agents, see section 8170. 

(c) Exchange of wholesale liquor dealers* stamps for rectified spirits§ ** 
stamps. Collectors shajl ndt furnish wholesale liquor dealers' stamps in 
lieu of and In exchange for stamps for rectified spirits unless the package* 
covered by stamp for rectified spirits is to be brokeh into smaller pack- 
ages. 63 Stat 301, amended Feh. 21, 1960, c. 36, § 6, 64 Stat 8. 
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Histarical Note 


Ameadment. Act Feb. 21, 1950, 
amended section generally by striking 
out BUbsecs. (a), (c), (d) (1), and re- 
designating snbsecs. (b), (d), and (e) to 
be subsecs, (a), (b), (c), and by redesig- 
nating pars. (2) and (3) of former subsec. 
(d) to be pars. (1) and (2) of present 
fiubsec. (b). 

Effective Date of 1950 Amendment. 
Amendment of section by Act Feb. 21, 
1950, as effective on the first day of the 


first month which begins six months or 
more after Feb. 21, 1950, see note set out 
under section 2800 of this title. 

Text of Amendatory Revenue Acts. 
Complete original text of Revenue Acts 
amending this section, 1939 to date, 
see volumes “Title 26— Internal Revenue 
Acts”. 

legislative History: For legislative 
history and purpose of Act Feb. 21, 1950, 
see 1950 a.S.Code Cong.Service, p. 1931. 


§ 2803. Stamps for contaiaers of distilled spirits 

(a) Requirement. No person shall transport, possess, buy, sell, or 
transfer any distilled spirits, unless the immediate container thereof has 
afldxed thereto a stamp denoting the auantity of distilled spirits contained 
therein and evidencing payment of all internal-revenue taxes imposed on 
•such spirits. The provisions of this section shall not apply to— 

(1) Distilled spirits placed in a container for immediate consumption 
»on the premises or for preparation for such consumption; 

(2) Distilled spirits in bond or in customs custody; 

(3) Distilled spirits in immediate containers required to be stamped 
under existing law; 

(4) Distilled spirits in actual process of rectification, blending, or 
bottling, or in actual use in processes of manufacture; 

(5) Distilled spirits on which no internal-revenue tax is required to 
be paid; 

(6) Distilled spirits not intended for sale or for use in the manufacture 
or production of any article intended for sale; or 

(7) Any regularly established common carrier receiving, transporting, 
delivering, or holding for transportation or delivery distilled spirits in 
the ordinary course of its business as a common carrier. 

(b) Purchase and supply. Any person placing or intending to place 
any distilled spirits upon which all internal-revenue taxes have been paid 
into any container upon which a stamp is required by this section, or with- 
drawing or intending to withdraw any imported spirits in such containers 
from customs custody, shall be entitled to purchase sufiSlcient stamps for 
stamping such containers. Such stamps shall be issued by the Commis- 
sioner to each Collector, upon his requisition, in such numbers as may 
be necessary in his district, and shall be sold by the Collectors to persons 
entitled thereto upon application therefor and compliance with regulations 
under this section, at a price of 1 cent for each stamp, except that in the 
case of stamps for containers of less than one half pint the price shall be 
one quarter of 1 cent for each stamp. When in his judgment there is 
no danger to the revenue, and upon the giving of such bonds or other 
security as he may deem necessary, the Commissioner may authorize the 
sale of such stamps to importers for stamping containers in the country 
from which imported. 

(c) Unused stamps; exchange, refund, etc. The Commissioner of In- 
ternal Revenue, under regulations prescribed by him and approved by the 
Secretary of the Treasury, may redeem or make allowance for any unused 
stamps issued under section 203 of the Liquor Taxing Act of 1934 or 
subsection (b) of this section by exchanging them for other stamps of the 
same kind or by refunding moneys received therefor: Provided, That 
stamps may he exchanged or the value thereof refunded only in quantities 
of the value of $5 or more: And provided further ^ That no claim for the 
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excliange of strip stamps or refund therefor shall he allowed unless pre- 
sented within two years after the date on which such stamps were law- 
fully issued. There are hereby authorized to be appropriated annually^ 
out of any money in the Treasury not otherwise appropriated, such sums 
as may be necessary to carry out this pro\rision. 

(d) Regulations for issuing, affixing, and canceling stamps. The Com- 
missioner, with the approval of the Secretary, shall prescribe (a) regula- 
tions with respect to the time and manner of applying for, issuing, affixing, 
and destroying stamps required by this section, the form and denomina- 
tions of such stamps, proof that applicants are entitled to such stamps, 
and the method of accounting for receipts from the sale of such stamps, 
and (b) such other regulations as he shall deem necessary for the en- 
forcement of this section. 

(e) Destruction of stamps. Every person emptying any container 
stamped under the provisions of this section shall at the time of emptying 
such container destroy the stamp thereon. 

(f) Forfeiture of spirits. All distilled spirits found in any container 
required to bear a stamp by this section, which container is not stamped 
in compliance with this section and regulations issued thereunder, shall be 
forfeited to the United States. 

(g) Penalties. Any person who violates any provision of this sec- 
tion, or who, with Intent to defraud, falsely makes, forges, alters, or 
counterfeits any stamp made or used under this section, or who uses, sells, 
or has in his possession any such forged, altered, or counterfeited stamp, 
or any plate or die used or which may be used in the manufacture thereof, 
or any stamp required to be destroyed by this section, or who makes, uses, 
sells, or has in his possession any paper in imitation of the paper used 
in the manufacture of any such stamp, or who reuses any stamp required 
to be destroyed by this section, or who places any distilled spirits in any 
bottle which has been filled and stamped under this section without 
destroying the stamp previously affixed to such bottle, or who affixes any 
stamp Issued under this section to any container of distilled spirits on 
which any tax due is unpaid, or who makes any false statement in any 
application for stamps under this section, or who has in his possession any 
such stamps obtained by him otherwise than as provided in subsection (b), 
shall on conviction be punished by a fine not exceeding $1,000, or by im- 
prisonment at hard labor not exceeding five years, or by both. Any officer 
authorized to enforce any provisions of law relating to internal revenue 
stamps is authorized to enforce the provisions of this section and the pro- 
visions of section 2909 relating to the bottling of distilled spirits in bond. 

(h) Transfer of duties 

For transfer of duties and powers of the Commissioner and his agents, see section 
3170. 

53 Stat, 803, amended June 24, 1940, c. 416, § 1, 64 Stat. 512. 

Historical Note 

Befearenoes In Text. Section 203 of the respectively, by this Act, as to the time 

Liquor Taxing Act of 1034, referred to within \,hich olnims under such sections 

in subsec. (c), refers to Act Jan. 11, 1934, must be presented, claims under sucdi 

c. 1, $ 203, 48 Stat. 316, from which said sections for the exchange of or refund 

subsec. (c) was derived. for stamps lawfully issued prior to the 

„ , , , _ . date of enactment of this Act may be 

1040 Amendment. Subsec. (c) amended allowed if presented within two years* 
by Act June 24, 1940, from the date of enactment of this Act.” 

Time For Claim For Befund. Sec. 8 of Text of Amendatory Bevenne Acts. 
Act June 24, 1940, provided: ^‘Notwlth- Complete original text of Eevenue Acta 

standing the limitations contained in amending this seetdon, 1939 to date, seo' 

sections 2803(c) and 2903(e), Internal volumes “Title 23— Internal Eeyeaue 

Eevenue Code, as amended ana inserted, Acts”. 
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§ 2$04« Betention of casks or packages on suspicion 

(a) Power of revenue officer. It shall be lawful for any internal 
revenue officer to detain any cask or package containing, or supposed to 
'Contain, distilled spirits, when he has reason to believe that the tax im- 
posed by law upon the same has not been paid, or that the same is being 
removed in violation of law; and every such cask or package may be 
held by him at a safe place until it shall be determined whether the prop- 
erty so detained is liable by law to be proceeded against for forfeitY^: 
but such summary detention shall not continue in any case longer than 
forty-eight hours without process of law or intervention of the officer to 
whom such detention is to he reported. 

(b) Transfer of duties 

For transfer of powers and duties of Commissioner and his agents, see section 3170, 
53 Stat. 304. 

§ Distilled spirits subject to forfeiture, distraint, or judicial 

process 

(a) Forfeiture 

(1) Delivery to the Secretary. All distilled spirits, wine, and malt 
beverages forfeited, summarily or by order of court, under any law of the 
United States, shall be delivered to the Secretary to be disposed of as 
hereinafter provided. 

<2) Disposal by the Secretary. The Secretary shall dispose of all dis- 
tilled spirits. Wine, and malt beverages which have been delivered to him 
pursuant to subsection (a) — 

(A) By delivery to such Government agencies as, in his opinion, have 
a, need for such distilled spirits, wine, or malt beverages for medicinal, 
scientific, or mechanical purposes; or 

(B) By gift to such eleemosynary institutions as, in his opinion, have 
a need for "such distilled spirits, wine, or malt beverages for medicinal 
purposes; or 

(C) By destruction. 

(3) limitation on disposal. No distilled spirits, wine, or malt bever- 
ages wliicli have been seized under any law of the United States, may 
be disposed of in any manner whatsoever except after forfeiture and as 
provided in this section. 

(4) Regulations. The Secretary is authorized to make all rules and 
regulations necessary to carry out the provisions of this section. 

(5) Remission, or mitigation of forfeitures. Nothing in this section 
shall affect the authority of the Secretary, under the customs or internal- 
revenue laws, to remit or mitigate the forfeiture, or alleged forfeiture, of 
such distilled spirits, wines, or malt beverages, or the authority of the 
Commissioner, with the approval of the Secretary, to compromise any civil 
or criminal case in respect of such distilled spirits, wines, or malt beve^r- 
ages prior to commencement of suit thereon, or the authority of the Sec- 
retary to compromise any claim under the customs laws in respect of such 
distilled spirits, wines, or malt beverages. 

(b) Distraint or judicial iwocess. Except as provided in section 30 74, 
all distilled spirits sold by order of court, or under process of distraint, 
shall be sold subject to lax; and the purchaser shall immediately, and 
before he takes possession of said spirits, pay the tax thereon. If any 
tax-paid stamps are affixed to any such cask or package, such stamps shall 
be obliterated and destroyed by the collector or marshal before such sale: 
Provided,, That in all cases wherein it shall appear that any distilled spirits 
••offered for sale on distraint for taxes, where the taxes on such spirits have 
snot been paid, or offered for sale for the benefit of the United States 
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under order of court, will not, by reason of such spirits being below 
proof, bring a price equal to the tax due and payable tbereon, but will 
bring a price equal to, or greater than, the tax on said spirits, computed 
only upon the proof gallons contained in the packages, without regard 
to the greater number of wine gallons contained therein, then, and in 
such case, upon sale being so made, tax-paid stamps to the amount re- 
quired to stamp such spirits as if the tax thereon were only on the proof 
gallons thereof, may, under such rules and regulations as the Commis- 
sioner shall prescribe, be used by the collector making such sale, or fur- 
nished by a collector to a United States marshal, or to any other govern- 
ment officer making such sale for the benefit of the United States, without 
making payment for said stamps so used or delivered. Any collector using 
or furnishing stamps in manner aforesaid, on presenting vouchers satis- 
factory to the Commissioner, shall be allowed credit for the same in 
settling his stamp account with the department. In such cases, the officer 
selling the distilled spirits shall affix, or cause to be affixed, to the same 
the tax-paid stamps so provided, and shall write across the face of such 
stamps the true number of proof and wine gallons contained in the pack- 
age, the amount of tax actually paid thereon, and also the words ‘'AflSxed 
under provisions of Internal Revenue Code, section 2805(b).'' 

(c) Cross references 

(1) Marks, brands, and stamps. — For other provisions relating to stamping, mark- 
ing, and branding distilled spirits sold under distraint or judicial process, see sec- 
tion 3725. 

(2) Transfer of duties. — For transfer of power and duties of Commissioner and Ms 
agents, see section 3170. 

63 Stat. 304. 

§ 2806. Penalties and forfeitures 

(a) Creation of fictitious proof 

(1) Penalty. Every person who adds or causes to be added any In- 
gredient or substance to any distilled spirits before the tax is paid thereon, 
for the purpose of creating a fictitious proof, shall be fined not less than 
$100 nor more than $1,000 for each cask or package so adulterated, 
and imprisoned not less than three months nor more than two years; 
and 

(2) Forfeiture. Every such cask or package, with its contents, shall 
be forfeited to the United States, 

(b) Unlawful affixing, canceling, or issue of stamps by officer 

(1) Penalty. Whenever any revenue officer affixes or cancels, or causes 
or permits to be affixed or canceled, any stamp relating to distilled spirits 
provided for by law, in any other manner or in any other place, or issues 
the same to any other person than as provided by law, or by regulation 
made in pursuance thereof, or knowingly affixes, or permits to be affixed, 
any such stamp to any cask or package of spirits of which the whole 
or any part has been distilled, rectified, compounded, removed, or sold, 
in violation of law, or which has in any manner escaped payment of tax 
due thereon, he shall, for every such offense, be fined not less than $600 
nor more than $3,000, and be imprisoned for not less than six months nor 
more than three years. 

(2) Transfer of duties 

For transfer of powers and duties of Commissioner and his agents, see section 3170. 

(c) Forfeiture of tax-paid distilled spirits remaining on distillery prem- 
ises. No distilled spirits on which the tax has been paid shall be stored 
or allowed to remain on any distillery premises, under the penalty of a for- 
feiture of all spirits so found. 

(d) Forfeiture of distilled spirits in unstamped casks or packages. 
All distilled spirits found in any cask or package containing five gallons 
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or more, without having thereon each mark and stamp required therefor 
by law, shall be forfeited to the United States. 

(e) Evasion of tax, penalty. Whenever any person evades, or attempts 
to evade, the payment of the tax on any distilled spirits, in any manner 
whatever, he shall forfeit and pay double the amount of the tax so evad- 
ed or attempted to be evaded. 

(f) Tax fraud by distiller. Whenever any person engaged in carrying 
on the business of a distiller defrauds or attempts to defraud the United 
States of the tax on the spirits distilled by him, or of any part thereof, 
he- 
el) Forfeiture. Shall forfeit the distillery and distilling apparatus 

used by him, and all distilled spirits and all raw materials for the pro- 
duction of distilled spirits found in the distillery and on the distillery 
premises, and — 

(3) Penalty. Shall be fined not less than $500 nor more than $5,006, 
and be imprisoned not less than six months nor more than three years. 

No discontinuance or nolle prosequi of any prosecution under this sub- 
section shall be allowed without the permission in writing of the Attorney 
General. 

(g) Offenses not specifically covered. If any distiller, rectifier, or 
wholesale liquor dealer, shall knowingly or willfully omit, neglect or re- 
fuse to do or cause to be done any of the things required by law in the 
carrying on or conducting of his business, or shall do anything by this 
title prohibited, if there be no specific penalty or punishment imposed by 
any other section of this title for the neglecting, omitting or refusing to 
do, or for the doing or causing to be done the thing required or prohibit- 
ed, he shall pay a penalty of $1,000; and all distilled spirits or liquors 
owned by him or in which he has any interest as owner, shall be forfeited 
to the United States. 

(h) Cross references 

For penalties and forfeitures relating to the following offenses, see the sections 
enumerated below: 

(1) Eemoval or transportation under improper brands, section 8173(a). 

(2) Possession with intent to sell in fraud of law or to evade tax, section 3320. 

(3) Eemoval or concealment with intent to defraud the revenue, section 3321. 

(4) Forfeiture of packages containing forfeited goods, section 3322. 

(5) Provisions relating to emptied stamped packages, section 3328. 

(6) Sales to evade tax, section 3324. 

(7) False statements to purchasers regarding tax, section 3325t 

(8) Fraudulently claiming drawback, section 3326. 

(9) Fraudulent bonds, permits and entries, section 3793(a). 

(10) Fraudulent returns, affidavits, and claims, section 3793(b). 

(11) Refusal to permit entry or examination, section 3601(b). 

(12) Forcibly obstructing officers, section 3601(c) (1). 

(13) Forcibly rescuing property, section 3601(c) (2). 

(14) Failure to file return, section 3612(d) (1). 

(15) False or fraudulent return, section 3612(d) (2). 

(16) Other offenses, section 3793(c). 

63 Stat. 306. 

§ 2807. Disposal of forfeited equipment and material for distilling 

All boilers, stills, or other vessels, tools and Implements, used in dis- 
tilling or rectifying, and forfeited under any of the provisions of this 
chapter, and all condemned material, together with any engine or other 
machinery connected therewith, and all empty barrels, and all grain or 
other material suitable for distillation, shall, under the direction of the 
court in which the forfeiture is recovered, be sold at public auction, and 
the proceeds thereof, after deducting the expenses of sale, shall be dis- 
posed of according to law. 53 Stat. 307. 
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§ 2808 . Instruments to prevent and detect fraud 

(a) Power of the Commissioner. For the prevention and detection 
of frauds by distillers of spirits, the Commissioner may prescribe for use 
such hydrometers, saccharometers, weighing and gauging instruments, or 
other means for ascertaining the quantity, gravity, and producing capacity 
of any mash, wort, or beer used, or to be used, in the production of dis- 
tilled spirits, and the strength and quantity of spirits subject to tax, as 
he may deem necessary; and he may prescribe rules and regulations to 
secure a uniform and correct system of inspection, weighing, marking, and 
gauging of spirits. 

(b) Transfer of duties 

For transfer of powers and duties of Commissioner and his agents, see section 3170 
53 Stat. 307. 

§ 2809. Befinitions 

(a) BistiUer. Every person who produces distilled spirits, or who 
brews or makes mash, wort, or wash, fit for distillation or for the produc- 
tion of spirits, or who, by any process of evaporization, separates al- 
coholic spirit from any fermented substance, or who, making or keeping 
mash, wort, or wash, has also in his possession or use a still, shall be 
regarded as a distiller. 

(b) Bistilled spirits. 

(1) General definition. Distilled spirits, spirits, alcohol, and alcoholic 
spirits, within the true intent and meaning of this chapter, is that sub- 
stance known as ethyl alcohol, hydrated oxide of ethyl, or spirit of wine, 
which is commonly produced by the fermentation of grain, starch, molas- 
ses, or sugar, including all dilutions and mixtures of this substance. 

(2) Products of rectification. As used in section 2803, the term “dis- 
tilled spirits” includes products produced in such manner that the person 
producing them is a rectifier within the meaning of section 3254(g). 

(c) Proof spirits. Proof spirits shall be held to be that alcoholic liquor 

which contains one-half its volume of alcohol of a specific gravity of seven 
thousand nine hundred and thirty-nine ten-thousandths (.7939) at sixtv 
degrees Fahrenheit. ^ 

(d) Gallon. In all sales of spirits a gallon shall be held to be a gallon 
of proof spirit, according to the standard prescribed in the preceding 
subsection, set forth and declared for the inspection and gauging of spirits 
throughout the United States. 

(e) Person. As used in section 2803, the term “person” includes an 
individual, a partnership, an association, and a corporation. 63 Stat. 307. 


PAKT II.— DISTIUDING AND BDCTIFXING 
§ 2810. Registry of stills 

(a) Requirement. Every person having In his possession or custody, 
or under his control, any still or distilling apparatus set up, shall register 
the same with the collector of the district in which it is, by subscribing 
and filing with him duplicate statements, in writing, setting forth the 
particular place where such still or distilling apparatus is set up, the kind 
of still and its cubic contents, the owner thereof, his place of residence, 
and the purpose for which said still or distilling apparatus has been or Is 
Intended to bo used; one of which statements shall be retained and pre- 
served by the collector, and the other transmitted by him to the Commis- 
sioner. Stills and distilling apparatus shall be registered immediately 
upon their being set up. 
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Every still or distilling apparatus not so registered, together with all 
personal property in the possession or custody, or under the control of 
such person, and found in the building, or in any yard or inclosure con- 
nected with the building in which the same may be set up, shall be for- 
feited. 

And every person having in his possession or custody, or under his con- 
trol, any still or distilling apparatus set up which is not so registered, 
shall pay a penalty of ?500, and shall be fined not less than $100, nor 
more than $1,000, and imprisoned for not less than one month, nor more 
than two years. 

Stills and distilling apparatus set up at refineries for the refining of 
crude petroleum or the production of petroleum products and not used in 
the manufacture of distilled spirits are not required to be registered under 
this section. 

(b) Transfer of duties 

For transfer of powers and duties of Commissioner and his agents, see section 3170. 
63 Stat. 308, amended July 2, 1940, c. 610, 64 Stat. 715. 

Historical Note 

1940 Amendment. Sub sec. (a) amend- Text of Amendatory Revenue Acts, 
ed by Act July 2, 1940, wMch added last Complete original text of Revenue Acts 
par. amending this section, 1939 to date, see 

volumes “Title 26 — Internal Revenue 
Acts”. 

§ 2811. Return of materials used in the manufacture of distilled 
spirits 

Every person disposing of any substance of the character used In the 
manufacture of distilled spirits shall, when required by the Commission- 
er, render a correct return in such form and manner as the Commission- 
er, with the approval of the Secretary, may by rules and regulations pre- 
scribe, showing the names and addresses of the persons to whom such 
disposition was made, with such details, as to the quantity so disposed of 
or other information which the Commissioner may require as to each 
such disposition, as will enable the Commissioner to determine whether 
all taxes due with respect to any distilled spirits manufactured from such 
substances have been paid. Any person who willfully violates any provi- 
sion hereof, or of any such rules or regulations, and any officer, director, 
or agent of any such person who knowingly participates in such violation, 
shall upon conviction be fined not more than $500 or be imprisoned for not 
more than one year, or both. As used in this section, (a) the term **dis- 
tilled spirits"' has the same meaning as that in which it is used in section 
2803; (b) the term “person” includes individuals, corporations, part- 

nerships, associations, trusts, and other incorporated and unincorporated 
organizations; and (c) the term “substance of the character used in the 
manufacture of distilled spirits” includes, but not by way of limitation, 
molasses, corn sugar, cane sugar, and malt sugar. 53 Stat, 308. 

§ 2812. Notice of business of distiller or rectifier 

(a) Requirements. Every person engaged in, or intending to be en- 
gaged in, the business of a distiller or rectifier, shall give notice in writ- 
ing, subscribed by him, to the collector of the district wherein such 
business is to be carried on, stating his name and residence, and if a com- 
pany or firm, the name and residence of each member thereof, the name 
and residence of every person Interested or to be interested in the business, 
the precise place where said business is to be carried on, and whether of 
distilling or rectifying; and if such business is carried on in a city, the 
residence and place of business shall be Indicated by the name of the street 
and number of the building. In case of a distiller, the notice shall also 
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State tlie kind of stills and the cubic contents tbereof, tbe number and 
kind of boilers, the number of mash tubs and fermenting tubs, the cubic 
contents of each tub, the number of receiving cisterns, the cubic contents 
of each cistern, the number of hours in which the distillery will ferment 
each tub of mash or beer, the estimated q[uantity of distilled spirits which 
the apparatus is capable of distilling every twenty-four hours, a particu- 
lar description of the lot or tract of land on which the distillery is situated, 
and of the buildings thereon, including their size, material, and construc- 
tion; and that said distillery premises are not within six hundred feet (or 
the distance permitted by the Secretary pursuant to law), in a direct line, 
of any premises authorized to be used for rectifying or refining distilled 
spirits by any process. 

In case of a rectifier, the notice shall state the precise place where such 
business is to be carried on, the name and residence of every person in- 
terested or to be interested in the business, the process by which the ap- 
plicant intends to rectify, purify, or refine distilled spirits, the kind and 
cubic contents of any still used or to be used for such purpose, the estimat- 
ed Quantity of spirits which can be rectified, purified, or refined every 
twenty-four hours in such establishment, and that said rectifying estab- 
lishment is not within six hundred feet (or the distance permitted by 
the Secretary pursuant to law), in a direct line, of the premises of any 
distillery registered for the distillation of spirits. 

In case of any change in the location, form, capacity, ownership, agency, 
superintendency, or in the persons interested in the business of such dis- 
tillery or rectifying establishment, or in the time of fermenting the mash 
or beer, notice thereof, in writing, shall be given to the said collector or 
proper deputy collector, of the district within twenty-four hours after 
such change; and any deputy collector receiving such notice shall im- 
mediately transmit the same to the collector of the district. Every notice 
required by this section shall be in such form, and shall contain such addi- 
tional particulars, as the Commissioner may, from time to time, prescribe. 

Every person who fails or refuses to give such notice shall pay a 
penalty of $1,000, and shall be fined not less than $100 nor more than 
$2,000; and every person who gives a false or fraudulent notice shall, 
in addition to such penalty or fine, be imprisoned not less than six months 
nor more than two years. 

(b) Transfer of duties 

For transfer of powers and duties of Conamissioner and his agents, see section 3170. 
53 Stat. 309. 

§ 2St3. Notice of intention to rectify 

(a) Bequtrements. When any rectifier Intends to rectify or compound 
any distilled spirits he shall, before emptying any package of distilled 
spirits for that purpose, give notice in duplicate to the collector for the dis- 
trict of his intention so to rectify, and, except as provided in section 2861, 
submit such package for the inspection of a storekeeper-gauger, who shall 
duly weigh or gauge such package and its contents and make due return 
thereof, and such spirits shall not be emptied for rectification, nor rectified 
or compounded in the package, until gauged or weighed as hereinabove 
provided. And such notice and return shall be made in such form and 
contain such particulars as the Commissioner, with the approval of the 
Secretary, may from time to time prescribe. 

(b) Transfer of duties 

For transfer of powers and duties of Commissioner and Ms agents, see section 8170. 
63 Stat 810. 
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§ 2S14. BistUler’s bond 

(a) Form and approval 

(1) In general. Every person Intending to commence or to continue 
tile business of a distiller shall, on filing with the collector his notice of 
such intention, and before proceeding with such business, and on the^ 1st 
day of May of each succeeding year, execute a bond in the form prescribed 
by the Commissioner, conditioned that he shall faithfully comply with all 
the provisions of law relating to the duties and business of distillers, and 
shall pay all penalties incurred or fines imposed on him for a violation of 
any of the said provisions; and that he shall not suffer the lot or tract of 
land on which the distillery stands, or any part thereof, or any of the 
distilling apparatus, to be incumbered by mortgage, judgment, or other 
lien, during the time in which he shall carry on said business. Said bond 
shall be with at least two sureties, approved by the collector of the district, 
and for a penal sum not less than the amount of tax on the spirits that 
can be distilled in his distillery during a period of fifteen days. But in 
no case shall the bond exceed the sum of $100,000. 

The collector may refuse to approve said bond when, in his judgment, 
the situation of the distillery is such as would enable the distiller to de- 
fraud the United States; and in case of such refusal the distiller may 
appeal to the Commissioner, whose decision in the matter shall be final. 
A new bond shall he required in case of the death, insolvency, or removal 
of either of the sureties, and may be required in any other contingency at 
the discretion of the collector or Commissioner. 

Every person who fails or refuses to give the bond hereinbefore required, 
or to renew the same, or who gives any false, forged, or fraudulent bond, 
shall forfeit the distillery, distilling apparatus, and all real estate and 
premises connected therewith, and shall be fined not less than $500 nor 
more than $5,00 0, and imprisoned not less than six months nor more than 
two years. 

(2) When exempt from survey requirements. Whenever, under au- 
thority of law, the Secretary shall relieve a distiller from the survey re- 
quirements of section 2817, he may likewise by regulation fix the penal 
sum of the distiller's bond, but in no case shall the amount of the minimum 
bond be less than $6,000 nor the amount of the maximum bond greater 
than $100,000. 

(h) Cross references 

(1) Ethyl alcohol distillers exempt from certain requirements 

For bond of ethyl alcohol distillers exempted from certain requirements, see section 
2848. 

(2) Transfer of duties 

For transfer of powers and duties of Commissioner and his agents, see section 3170. 
63 Stat. 310. 

§ 2815. Conditions of approval of distiller’s bond 

(a) General. No collector shall approve the bond of any distiller until 
all the requirements of the law and all regulations made by the Commis- 
sioner in relation to distilleries, in pursuance thereof, have been complied 
with. 

Every collector who violates this provision shall forfeit and pay $2,000, 
and be dismissed from office. 

(b) Ownership of land or consent of owner 

(1) Requirements. No bond of a distiller shall be approved unless — 

(A) The distiller is the owner in fee, unencumbered by any mortgage, 
judgment, or other lien, of the lot or tract of land on which the distillery 
is situated; or 
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(B) The distiller files mth the officer designated for the purpose hy 
the Commissioner, in connection with his notice, the written consent of 
the owner of the fee, and of any mortgagee, judgment-creditor, or other 
person having a lien thereon, duly acknowledged, that the premises may 
be used for the purpose of distilling spirits, subject to the provisions of 
law, and expressly stipulating that the lien of the United States for taxes 
and penalties shall have priority of such mortgage, judgment, or other en- 
cumbrance, and that in the case of the forfeiture of the distillery premises, 
or any part thereof, the title to the same shall vest in the United States, 
discharged from such mortgage, judgment, or other encumbrance; or, if 
consent as required under this paragraph cannot be obtained, 

(C) The distiller, with the approval of the Commissioner, files with the 
officer designated by the Commissioner a bond, approved by the Commis- 
sioner, in the penal sum equal to the appraised value of the lot or tract of 
land on which the distillery is situated, the distillery, the buildings, and 
the distilling apparatus. Such value shall be determined, and such bond 
shall be executed, in such form and with such sureties, and filed with the 
officer designated by the Commissioner, under such regulations as the 
Secretary shall prescribe. 

(D) In case of any distillery sold at judicial or other sale in favor of 
the United States, a bond may be taken at the discretion of the Commis- 
sioner, in lieu of the written consent required by this section, and the 
person giving such bond may be allowed to operate such distillery during 
the existence of the right of redemption from such sale, on complying with 
all the other provisions of law. 

(2) Cross references 

(A) Distilleries erected prior to July 20, 186S 

For distilleries erected prior to July 20, 1868, see section 3180. 

(B) Transfer of duties 

For transfer ot powers and duties of Conimissioner and his agents, see section 3170. 

(c) Approval as condition to commencing business. No individual, 
firm, partnership, corporation, or association, intending to commence or to 
continue the business of a distiller, rectifier, brewer, or winemaker, shall 
commence or continue the business of a distiller, rectifier, brewer, or wine- 
maker until all bonds in respect of such a business, required by any pro- 
vision of law, have been approved by the Commissioner or such other officer 
of the Bureau of Internal Revenue as the Commissioner, with the approval 
of the Secretary, may designate. 

(d) Disapproval. The Commissioner or the designated officer may dis- 
approve any such bond or bonds if the individual, firm, partnership, cor- 
poration, or association giving the same, or owning, controlling, or active- 
ly participating in the management of the business of the individual or 
firm, partnership, corporation, or association giving the same, shall have 
been previously convicted, in a court of competent jurisdiction, of (1) any 
fraudulent noncompliance with any provision of any law of the United 
States if such provision related to internal-revenue or customs taxation of 
distilled spirits, wines, or fermented malt liquors, or if such an offense 
shall have been compromised with the Individual, firm, partnership, cor- 
poration, or association upon payment of penalties or otherwise, or (2) 
any felony under a law of any State, Territory, or the District of Columbia, 
or the United States, prohibiting the manufacture, sale, importation, or 
transportation of distilled spirits, wine, fermented malt liquor, or other 
intoxicating liquor. 

(e) Appeal from disapproval. In case the disapproval is by any ofllcer 
other than the Commissioner, the individual, firm, partnership, corpora- 
tion, or association giving the bond may appeal from siich disapproval to 
the Commissioner, 
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The disapproval of the Commissioner in any matter under this section 
shall be final. 

(f ) Transfer of duties 

For transfer of powers and duties of Commissioner and his agents, see section 3170. 
53 Stat. 311. 

§ 3816. Flan of distillery 

(a) Requirements. Except as provided in section 2824(a), every dis- 
tiller and person intending to engage in the business of a distiller shall, 
previous to the approval of his bond, cause to be made, under the direction 
of the collector of the district, an accurate plan and description, in tripli- 
cate, of the distillery and distilling apparatus, distinctly showing the loca- 
tion of every still, boiler, doubler, worm tub, and receiving cistern, the 
course and construction of all fixed pipes used or to be used in the distil- 
lery, and of every branch and every cock or joint thereof, and of every 
valve therein, together with every place, vessel, tub, or utensil from and 
to which any such pipe leads, or with which it communicates; also the 
number and location and cubic contents of every still, mash tub, and fer- 
menting tub, the cubic contents of every receiving cistern, and the color 
of each fixed pipe, as required in this chapter. One copy of said plan and 
description shall be kept displayed in some conspicuous place in the dis- 
tillery, and two copies shall be furnished to the collector of the district, 
one of which shall be kept by him, and the other transmitted to the Com- 
missioner. The accuracy of every such plan and description shall be veri- 
fied by the collector, the draftsman, and the distiller; and no alteration 
shall be made in such distillery without the consent, in writing, of the col- 
lector. Any alteration so made shall be shown on the original, or by a 
supplemental plan and description, and a reference thereto noted on the 
original, as the collector may direct; and any supplemental plan and de- 
scription shall be executed and preserved in the same manner as the 
original. 

(b) Transfer of duties 

For transfer of powers and duties of Commissioner and his agents, see section 3170. 
53 Stat. 312. 

§ 2817. Survey of distillery 

(a) Requirements. On receipt of notice that any person, firm, or cor- 
poration wishes to commence the business of distilling, the collector, or a 
deputy collector, to be designated by him, shall proceed in person, at the 
expense of the United States, with the aid of an assistant designated by the 
Commissioner for the purpose of making surveys of distilleries in that 
district, to make a survey of such distillery for the purpose of estimating 
and determining its true spirit producing capacity for a day of twenty-four 
hours. 

In all surveys forty-five gallons of mash or beer brewed or fermented 
from grain shall represent not less than one bushel of grain, and seven 
gallons of mash or beer brewed or fermented from molasses shall rep- 
resent not less than one gallon of molasses, except in distilleries oper- 
ated on the sour-mash principle, in which distilleries sixty gallons of 
beer brewed or fermented from grain shall represent not less than one 
bushel of grain, and except that in distilleries where the filtration- 
aeration process is used, with the approval of the Commissioner; that 
is, where the mash after it leaves the mash tub is passed through a fillter- 
ing machine before it is run into the fermenting tub, and only the filtered 
liquor passes into the fermenting tub, there shall be no limitation upon 
the number of gallons of water which may be used in the process of 
mashing or filtration for fermentation; but the Commissioner, with the 
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approval of the Secretary, In order to protect the revenne, shall be au- 
thorized to prescribe by regulation, to be made by him, such character of 
survey as he may find suitable for distilleries using such filtration-aeration 
process. The provisions hereof relating to filtration-aeration process shall 
apply only to sweet-mash distilleries. 

A written report of such survey shall be made in triplicate, of which 
one copy shall be delivered to the distiller, one copy shall be retained by 
the collector, and one copy shall be transmitted to the Commissioner, and 
the survey shall take effect upon the delivery of such copy to the distiller. 

Whenever the Commissioner is satisfied that any report of the capacity 
of a distillery is incorrect or needs revision, he shall direct the collector to 
make in like manner another survey of said distillery, and the report 
thereof shall be made and deposited as hereinbefore required: 

Provided, That the survey of any distillery estimated and stated by the 
distiller, in his notice of intention to distill, as capable of distilling not 
more than one hundred and fifty proof gallons of distilled spirits every 
twenty-four hours may be made by the collector or by a deputy collector 
■without the aid of an assistant; and that all surveys made for the purpose 
of correcting clerical errors or errors of computation existing in the report 
of a previous survey, and all surveys made for the purpose of changing the 
true spirit producing capacity of any distillery for a day of twenty-four 
hours as estimated and determined by a previous survey, but which surveys 
do not require the remeasuring of the fermenting tubs in a grain or 
molasses distillery, or the still or stills in a distillery of apples, peaches, or 
grapes exclusively, may be made without taking the measurements of the 
fermenting tubs or stills, as the case may be, and without revisiting the 
distillery; 

And provided further, That the Commissioner may, whenever he shall 
deem it proper, designate an oflicer, agent, or person other than the col- 
lector or deputy collector, to make, with or without the aid of a designated 
assistant, the surveys and resurveys hereinabove provided for. 

(b) Waiver of requirements. The Secretary in the case of any dis- 
tillery may, under regulations, waive such of the requirements of this sec- 
tion as he determines may be waived without danger to the revenue. 
Whenever the Secretary, by authority of this subsection, waives any or 
all of the requirements of this section, he may, by regulation, relieve the 
distiller from such requirements of sections 2840(a), 2846(a), 2847(a), 
2849‘, 2850(a), and 2851(a), and of such other provisions of law relating 
or incidental to survey requirements, as the Secretary determines may be 
waived without danger to the revenue. 

(c) Cross references 

(1) Exemption of ethyl alcohol distillers 

B’or exemption, in certain cases, of ethyl alcohol distillers from the provisions of 
this section, see section 2848 

(2) Transfer of duties 

For transfer of powers and duties of Commissioner and his agents, see section 8170. 
63 Stat. 312. 

§ 281S. Notice of manufacture of and permit to set up still 

(a) Requirement. Any person who manufactures any still, boiler, or 
other vessel to be used for the purpose of distilling, shall, before the same 
is removed from the place of manufacture, notify in writing the collector 
of the district in which such still, boiler, or other vessel is to be used or 
set up, by whom it is to be used, its capacity, and the time when the same 
Is to be removed from the place of manufacture; and no such still, boiler, 
or other vessel shall be set up without the permit in writing of the said 
collector for that purpose; and 
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(b) Penalty for setting up still without permit. Any person who set& 
up any such still, boiler, or other vessel, without first obtaining a permit 
from the said collector of the district in which such still, boiler, or other 
vessel is intended to be used, or who fails to give such notice, shall pay in 
either case the sum of $500, and shall forfeit the distilling apparatus thus 
removed or set up in violation of law. 

(c) Transfer of duties 

Fop transfer of powers and duties of Commissioner and his agents, see section 3170. 
53 Stat, 314. 

§ 2819. Premises prohibited for dlstiUing 

No person shall use any still, boiler, or other vessel, for the purpose of 
distilling, in any dwelling house, or in any shed, yard, or inclosure con- 
nected with any dwelling house, or on board of any vessel or boat, or in 
any building, or on any premises where beer, lager beer, ale, porter, or 
other fermented liquors, vinegar, or ether, are manufactured or produced, 
or where sugars or sirups are refined, or where liquors of any description 
are retailed, or where any other business is carried on; or within six 
hundred feet in a direct line of any premises authorized to be used for 
rectifying, except that the Secretary is authorized to permit such use for 
distilling on premises at such lesser distance than six hundred feet as he 
prescribes, in any case in which he deems that such permission may be 
granted without danger to the revenue; and every person who does any of 
the acts prohibited by this section, or aids or assists therein, or causes or 
procures the same to be done, shall be fined $1,000 and imprisoned for not 
less than six months nor more than two years, in the discretion of the 
courts for each such offense: Provided, That saleratus may be manufac- 
tured, or meal or flour ground from grain, in any building or on any prem- 
ises where spirits are distilled; but such meal or flour shall be used only 
for distillation on the premises: Provided fmther, That any boiler used in 
generating steam or heating water to be used in any distillery, may be 
located in any other building or on any other premises to be connected 
with such still or boiling tubs, by suitable pipes or other apparatus, or the 
steam from such boiler in the distillery may be conveyed to other prem- 
ises to be used for manufacturing or other purposes. 63 Stat. 314. 

§ 2820. Receiving cisterns in distUleries 

(a) Requirements. Except as provided in section 2824, the owner, 
agent, or superintendent of any distillery established as hereinbefore pro- 
vided, shall erect, in a room or building to be provided and used for that 
purpose, and for no other, and to be constructed in the manner to be pre- 
scribed by the Commissioner, two or more receiving cisterns, each to be at 
least of sufficient capacity to hold all the spirits distilled during the day of 
twenty-four hours, into which shall be conveyed all the spirits produced in 
said distillery; and each of said cisterns shall be so constructed as to leave 
an open space of at least three feet between the top thereof and the floor 
or roof above, and of not less than eighteen inches between the bottom 
thereof and the floor below, and shall be so situated that the officer can 
pass around the same, and shall be connected with the outlet of the worm 
or condenser by suitable pipes or other apparatus, so constructed as always 
to be exposed to the view of the officer, and so connected and constructed as 
to prevent the abstraction of spirits while passing from the outlet of the 
worm or condenser back to the still or doubler, or forward to the receiving 
cistern. Such cisterns and the room in which they are contained shall be 
In charge and under the lock and seal of the storekeeper-gauger designated 
for that duty; and all locks and seals required by law shall be provided 
by the Commissioner, at the expense of the United States; and the keys 
shall be in charge of the collector or such storekeeper-gauger as he may 
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designate. On the third day after the spirits are conveyed into such cistern 
they shall be dra^vn off into casks, under the supervision of such store- 
keeper-gauger and be removed directly to the distillery warehouse; but 
on special application to the collector by the owner, agent, or superintend- 
ent of any distillery, the spirits may be drawn off from said cisterns, under 
the supervision of the storekeeper-gauger, at any time previous to the 
third day. 

Whenever, under authority of law, the Secretary shall relieve a dis- 
tiller from the survey requirements, he may, by regulation, require the 
distiller to provide such receiving cisterns, tanks, or such other equipment 
as the Secretary shall deem proper in order to protect the revenue. 

(b) Transfer of duties 

For transfer of powers and duties of Commissioner and his agents, see section 3170. 
53 Stat. 314. 


§ 2821. Penalty for brealdng locks or gaming access to cistern room 
or building 

Every person who destroys, breaks, injures, or tampers with any lock 
or seal which may be placed on any cistern room or building by the duly 
authorized officers of the revenue, or opens said lock or seal, or the door 
to said cistern room or building, or in any manner gains access to the con- 
tents therein, in the absence of the proper officer, shall be fined not less 
than $500 nor more than $5,000, and imprisoned not less than one year 
nor more than three years. 63 Stat. 315. 

§ 2822. Requirements as to furnaces, tubs, doublers, worm tanks, and 
fixed pipes 

(a) Ke<iuirements. The door of the furnace of every still or boiler used 
in any distillery shall be so constructed that it may be securely fastened 
and locked. The fermenting tubs shall be so placed as to be easily accessi- 
ble to any revenue officer, and each tub shall have distinctly painted there- 
on in oil colors its cubic contents in gallons and the number of the tub. 
There shall be a clear space of not less than one foot around every wood 
still, and not less than two feet around every doubler and worm tank. 
The doubler and worm tanks shall be elevated not less than one foot from 
the floor; and every fixed pipe to be used by the distiller, except for con- 
veyance of water, or of spent mash or beer only, shall be so fixed and 
placed as to be capable of being examined by the officer for the whole of its 
length or course, and shall be painted, and kept painted, as follows, that 
is to say: every pipe for the conveyance of mash or beer shall be painted 
of a red color; every pipe for the conveyance of low-wines back into the 
still or doubler shall be painted blue; every pipe for the conveyance of 
spirits shall be painted black, and every pipe for the conveyance of water 
shall be painted white. Whenever any fixed pipe is used by any distiller 
which is not painted or kept painted as herein directed, or which is painted 
otherwise than as herein directed, he shall forfeit the sum of $1,000. 

(b) Transfer of duties 

For transfer of powers and duties of Commissioner and his agents, see section S170. 
63 Stat. 316. 

§ 2823. Changes in apparatus and fastenings 

(a) Power of Commissioner. The Commissioner is authorized to order 
and require such changes of or additions to distilling apparatus, connecting 
pipes, pumps, or cisterhs, or any machinery connected with or used in or 
on the distillery premises, or may require to be put on any of the stills, 
tubs, cisterns, pipes, or other vessels, such fastenings, locks, or seals aa 
he may deem necessary. 
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(b) Transfer of duties 

For transfer of powers and duties of Commissioner and his agents, see section 3170, 
53 Stat. 316. 

§ 2834 . Exemptions of small distiUeries from certain requirements 

(a) Power of Commissioner. Tlie Conunissioner, with the approval of 
the Secretary, may exempt distillers whose distilleries have a daily spirit 
producing capacity of thirty gallons of proof spirits, or less, from such of 
the provisions of law in regard to grain distilleries which require the 
processes of distillation to be carried on through continuous closed vessels 
and pipes, or which require the cisterns to be connected with the outlet 
of the worm or condenser by suitable pipes or other apparatus or which 
require certain clear spaces about the cisterns and other vessels of the 
distillery, or which require the distillers to have or furnish a plan of the 
distillery, as he may deem proper. 

(b) Transfer of duties 

For transfer of powers and duties of Commissioner and his agents, see section 3170. 

5Z Stat. 316. 

§ 2835. Exemption of distillers of fruit brandy from certain require- 
ments 

The Commissioner, with the approval of the Secretary, may exempt dis- 
tillers of brandy made exclusively from apples, peaches, grapes, oranges, 
pears, pineapples, apricots, berries, plums, pawpaws, papayas, cantaloups, 
persimmons, prunes, figs, cherries, dates, or citrus fruits (except lemons 
and limes) from any proTision of the internal-revenue laws relating to the 
manufacture of spirits, except as to the tax thereon, when in his judgment 
it may seem expedient to do so: Provided, That where, in the manufacture 
of wine or citrus-fruit wine, peach wine, cherry wine, berry wine, apricot 
wine, prune wine, plum wine, pear wine, pawpaw wine, papaya wine, 
pineapple wine, cantaloup wine, or apple wine, artificial sweetening has 
been used, the wine, or the fruit pomace residuum thereof, or the citrus- 
fruit wine, peach wine, cherry wine, berry wine, apricot wine, prune wine, 
plum wine, pear wine, pawpaw wine, papaya wine, pineapple wine, canta- 
loup wine, or apple wine, may be used in the distillation of brandy or 
citrus-fruit brandy, peach brandy, cherry brandy, berry brandy, apricot 
brandy, prune brandy, plum brandy, pear brandy, pawpaw brandy, 
papaya brandy, pineapple brandy, cantaloup brandy, or apple brandy, as 
the case may be, and such use shall not prevent the Commissioner, with 
the approval of the Secretary, from exempting such distiller from any pro- 
vision of the internal-revenue laws relating to the manufacture of spirits, 
except as to the tax thereon, when in his judgment it may seem expedient 
to do so: And provided further, That the distillers mentioned in this section 
may add to not less than five hundred gallons (ten barrels) of grape cheese 
not more than five hundred gallons of a sugar solution made from cane, 
beet, starch, or corn sugar, 95 per centum pure, such solution to have a 
saccharine strength of not to exceed 10 per centum, and may ferment the 
resultant mixture on a winery or distillery premises, and such fermented 
product shall be regarded as distilling material. 53 Stat. 316, amended 
A pr. 20, 1912, c. 244, § 1(f), 56 Stat. 219. 


Historical Kote 


104^ Amendment. Act April 20, 1942, 
Inserted “papayas, cantaloups,” where 
first appearing, and inserted other mat- 
ter relating to pawpaw, papaya, pineap- 
ple, and cantaloup wines and brandies 


Te3Ct oJt Amendatory Revenue Acts. 
Complete original text of Kevenue Acts 
amending this section, 1939 to date, see 
volumes “Title 26 — Internal Bevenuo 
Acts'*. 
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§ S826. Keeping distillery accessible 

(a) Requirements. No fence or wall of a height greater than five 
feet shall be erected or maintained around the premises of any distillery, 
so as to prevent easy and immediate access to such distillery, but the Sec- 
retary may authorize the construction and maintenance of a fence or 
wall of such greater height than five feet as he shall prescribe in any case 
in which in his opinion such higher fence or wall is necessary to give ade- 
quate protection from trespassers. And every distiller shall furnish to 
the collector of the district as many keys of the gates and doors of the dis- 
tillery as may be required by the collector, from time to time, for any 
revenue officer or other person who may be authorized to make survey or 
inspection of the premises, or of the contents thereof; and said distillery 
shall be kept always accessible to any officer or other person having any 
such key. Every person who violates any of the provisions of this sub- 
section by negligence or refusal, or otherwise, shall pay a penalty of $500. 

(fo) Transfer of duties 

For transfer of powers and duties of Commissioner and his agents, see section 3170. 
53 Stat. 316. 

§ 2837. Entry and examination of distillery 

(a) Power of revenue officers. It shall be lawful for any revenue of- 
ficer at all times, as well by night as by day, to enter into any distillery 
or building or place used for the business of distilling, or used in con- 
nection therewith for storage or other purposes, and to examine, gauge, 
measure, and take an account of every still or other vessel or utensil of 
any kind, and of all low-wines, and of the quantity and gravity of all mash, 
wort, or beer, and of all yeast, or other compositions for exciting or pro- 
ducing fermentation in any mash or beer, of all spirits and of all materials 
for making or distilling spirits, which may be in any such distillery or 
premises, or in possession of the distiller. 

And whenever any internal revenue oflicer, or any person called by him 
to his aid, is hindered, obstructed, or prevented by any distiller or by 
any workman, or other person acting for such distiller, or in his employ, 
from entering into any such distillery or building or place as aforesaid; 
or any such officer is by the distiller, or his woi'kman, or any person in 
his employ, prevented or hindered from, or opposed, or obstructed, or mo- 
lested in the performance of his duty under the internal revenue laws, in 
any respect, the distiller shall forfeit the sum of not exceeding $1,000. 

And whenever any officer, having demanded admittance into a dis- 
tillery or distillery premises, and having declared his name and office, is 
not admitted into such distillery or premises by the distiller or other per- 
son having charge thereof, it shall be lawful for such officer at all times, 
as well by night as by day, to break open by force any of the doors or 
windows, or to break through any of the walls of such distillery or prem- 
ises necessary to be broken open or through, to enable him to enter the 
said distillery or premises; and the distiller shall forfeit the sum of not 
exceeding $1,000. 

(b) Transfer of duties 

For transfer of powers and duties of Commissioner and his agents, see section 3170. 
53 Stat 317. 

§ 2828. Distillers and rectifiers to furnish facilities and give as- 
sistance for exanihiation of premises 

(a) Fewer of revenue officers. On the demand of any internal revenue 
officer or agent, every distiller or rectifier shall furnish strong, safe, and 
convenient ladders of sufficient length to enable the officer or agent to 
examine and gauge any vessel or utensil in such distillery or premises; 
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and shall, at all times when required, supply all assistance, lights, ladders, 
tools, staging", or other things necessary for inspecting the premises, stock, 
tools, and apparatus belonging to such person, and shall open all doors, 
and open for examination all boxes, packages, and all casks, barrels, and 
other vessels not under the control of the revenue officer in charge, under 
a penalty of $500 for every refusal or neglect so to do. 

(b) transfer of duties 

For transfer of powers and duties of Commissioner and his agents, see section 3170. 

53 Stat. 317, 

§ 2S29. Installation of meters, tanks, and other apparatus 

(a) Power of the CSominissioner, The Commissioner, with the approval 
of the Secretary, is authorized to require at distilleries,^ breweries, rectify- 
ing houses, and wherever else in his judgment such action may be deemed 
advisable, the installation of meters, tanks, pipes, or any other apparatus 
for the purpose of protecting the revenue, and such meters, tanks, and 
pipes and all necessary labor incident thereto shall be at the expense of the 
person on whose premises the installation is required. Any such person 
refusing or neglecting to install such apparatus when so required by the 
Commissioner shall not be permitted to conduct business on such prem- 
ises. 

(b) Transfer of duties 

For transfer of powers and duties of Commissioner and his agents, see section 3170. 

53 Stat. 318. 

§ 28S0. Officer’s authority to break up grounds or walls 

(a) Power of revenue agent. It shall be lawful for any revenue offi- 
cer, and any person acting in his aid, to break up the ground on any 
part of a distillery, or premises of a distiller or rectifier, or any ground 
adjoining or near to such distillery or premises, or any wall or partition 
thereof, or belonging thereto, or other place, to search for any pipe, cock, 
private conveyance, or utensil; and, upon finding any such pipe or con- 
veyance leading therefrom or thereto, to break up any ground, house, wall, 
or other place through or into which such pipe or other conveyance leads, 
and to break or cut away such pipe or other conveyance, and turn any 
cock, or to examine whether such pipe or other conveyance conveys or 
conceals any mash, wort, or beer, or other liquor, which may be used for 
the distillation of low-wines or spirits, from the sight or view of the officer, 
so as to prevent or hinder him from taking a true account thereof. 

(b) Transfer of duties 

For transfer of powers and duties of Commissioner and his agents, see section 3170. 
53 Stat. 318. 

§ 2831. Signs of distillers, rectifiers, and wholesale liquor dealers 

Every person engaged in distilling or rectifying spirits, and every 
wholesale liquor dealer, shall place and keep conspicuously on the outside 
of the place of such business a sign, exhibiting in plain and legible letters, 
not less than three inches in length, painted in oil colors or gilded, and 
of a proper and proportionate width, the name or firm of the distiller, rec- 
tifier, or wholesale dealer, with the words: '^Registered distillery/’ "recti- 
fier of spirits,” or "wholesale liquor dealer,” as the case may be. Every 
person who violates the foregoing provision by negligence or refusal, or 
otherwise, shall pay a penalty of $500. 

And every person, other than a rectifier or wholesale liquor dealer 
who has paid the special tax, or a distiller who has given bond as re- 
quired by law, who puts up or keeps up the sign required by this section, 
or any sign indicating that he may lawfully carry on the business of a 
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distiller, rectifier, or wholesale liquor dealer, shall forfeit and pay |1,000, 
and shall be imprisoned not less than one month nor more than six months. 
And every person who works in any distillery, rectifying establishment, or 
wholesale liquor store, on which no sign is placed and kept, as hereinbe- 
fore provided; and every person who knowingly receives at, carries or 
conveys any distilled spirits to or from, any such distillery, rectifying es- 
tablishment, warehouse, or store, or who knowingly carries and delivers 
any grain, molasses, or other raw material to any distillery on which 
such sign is not placed and kept, shall forfeit all horses, carts, drays, 
wagons, or other vehicle or animal used in carr 3 dng or conveying such 
property aforesaid, and shall be fined not less than $100 nor more than 
$1,000, or be imprisoned not less than one month nor more than six 
months. 53 Stat. 318. 

§ 2832. Conditions precedent to carrying on business of distilling 

It shall not be lawful for any distiller to commence the business of 
distilling, until he has given the bond required by law, and complied with 
the provisions of law relating to the registration and survey of distilleries, 
and the arrangement and construction of distilleries and the premises 
connected therewith; nor shall it be lawful for any person to engage 
in the business of distilling on any premises distant less than six hundred 
feet in a direct line from any premises used for rectifying; nor shall the 
processes of distillation and rectification both be carried on within the dis- 
tance of six hundred feet in a direct line; except that the Secretary is 
authorized to permit such business of distilling or process of distillation to 
be carried on at such lesser distance than six hundred feet as he pre- 
scribes, in any case in which he deems that such permission may be grant- 
ed without danger to the revenue. 63 Stat. 319. 

§ 2833. Distilling without giving bond 

(a) Penalty and forfeiture. Any person who shall carry on the busi- 
ness of a distiller without having given bond as required by law, or who 
shall engage in or carry on the business of a distiller with intent to de- 
fraud the United States of the tax on the spirits distilled by him, or any 
part thereof, shall, for every such offense, be fined not less than $100 nor 
more than $5,000 and imprisoned, for not less than thirty days nor more 
than two years. And all distilled spirits or wines, and all stills or other 
apparatus, fit or intended to be used for the distillation or rectification of 
spirits, or for the compounding of liquors, owned by such person, wherever 
found, and all distilled spirits or wines and personal property found in 
the distillery or in any building, room, yard, or inclosure connected there- 
with, and used with or constituting a part of the premises, and all the 
right, title, and interest of such person in the lot or tract of land on 
which such distillery is situated, and all right, title, and interest therein 
of every person, who knowingly has suffered or permitted the business 
of a distiller to be there carried on, or has connived at the same; and all 
personal property owned by or in possession of any person who has per- 
mitted or suffered any building, yard, or inclosure, or any part thereof, 
to be used for purposes of ingress or egress to or from such distillery, 
which shall be found in any such building, yard, or inclosure, and all 
the right, title, and interest of every person in any premises used for 
ingress or egress to or from such distillery, who has knowingly suffered or 
permitted such premises to be used for such ingress or egress, shall be 
forfeited to the United States. 

(b) Transfer of duties 

For transfer of powers and duties of Commissioner and Ms agents, see section 3170. 
63 Stat. 319* 
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§ 2SS4. Mash, wort, and vinegar; vinegar factories 

No masli, wort, or wasli, fit for distillation or for tlie production of 
spirits or alcoliol, sliall be made or fermented in any building or on any 
premises otlier than a distillery duly authorized according to law; and 
no mash, wort, or wash so made and fermented shall be sold or removed 
from any distillery before being distilled; and no person, other than an 
authorized distiller, shall, by distillation, or by any other process, separate 
the alcoholic spirits from any fermented mash, wort, or wash; and no 
person shall use spirits or alcohol in manufacturing vinegar or any other 
article, or in any process of manufacture whatever, unless the spirits or 
alcohol so used shall have been produced in an authorized distillery and 
(except in the case of vinegar) the tax thereon paid. Every person who 
violates any provision of this section shall be fined for each offense not 
less than $500 nor more than $5,000. and be imprisoned not less than six 
months nor more than two years. Nothing in this section shall be con- 
strued to apply to fermented liquors, or to fermented liquids used for 
the manufacture of vinegar exclusively. But no worm, goose-neck, pipe, 
conductor, or contrivance of any description whatsoever whereby vapor 
might in any manner be conveyed away and converted into distilled spirits, 
shall be used or employed or be fastened to or connected with any vaporiz- 
ing apparatus used for the manufacture of vinegar; nor shall any worm 
be permitted on or near the premises where such vaporizing process is 
carried on. 

Nor shall any vinegar factory, for the manufacture of vinegar as afore- 
said, be permitted, except as provided in section 2835, within six hundred 
feet of any distillery or rectifying house. But it shall he lawful for 
manufacturers of vinegar to separate, by a vaporizing process, the al- 
coholic property from the mash produced by them, and condense the same 
by introducing it into the water or other liquid used in making vinegar. 

No person, however, shall remove, or cause to be removed, from any 
vinegar factory or place where vinegar is made, any vinegar or other fluid 
or material containing a greater proportion than 2 per centum of proof 
spirits. Any violation of this provision shall incur a forfeiture of the 
vinegar, fluid, or material containing such proof spirits, and shall sub- 
ject the person or persons guilty of removing the same to the punish- 
ment provided for any violation of this section. 

And sections 2827, 2828, and 2830 shall apply to all premises whereon 
vinegar is manufactured, to all manufacturers of vinegar and their work- 
men or other persons employed by them. 63 Stat. 319. 

§ 2835. Vinegar factories operated prior to March 1, 1879 

(a) Regulations. Any vinegar factory for the manufacture of vinegar, 
established and operated as a vinegar factory prior to March 1, 1879, may 
be operated for the manufacture of vinegar by the use of alcoholic vapor 
within such distance less than six hundred feet of any distillery or rec- 
tifying house under such regulations as the Commissioner may prescribe 
with the approval of the Secretary. 

(b) Transfer of duties 

For transfer of powers and duties of Commissioner and his agents, see section 8170. 
53 Stat. 320. 

§ 2836. Rrohibited hours for distilling 

Except as provided in section 2837, no malt, corn, grain, or other ma- 
terial shall be mashed, nor any mash, wort, or beer brewed or made, nor 
any still used by a distiller, at any time between the hour of eleven in the 
afternoon of any Saturday and the hour of one in the forenoon of the next 
succeeding Monday; and every person who violates the provisions of this 
section shall be liable to a penalty of $1,000. 63 Stat. 320. 
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§ 2837. Exemption of alcoliol from restrictions of section 2833 

(a) Power of Commissioner. Under sncli regulations as tlie Com- 
missioner, with the approval of the Secretary, may prescribe, the manu- 
facture, warehousing, withdrawal, and shipment of ethyl alcohol for other 
than (1) beverage purposes or (2) use in the manufacture or production 
of any article used or intended for use as a beverage, and denatured al- 
cohol, may be exempted from the provisions of section 2836. 

(b) Transfer of duties 

For transfer of powers and duties of Commissioner and bis agents, see section 3170. 
63 Stat. 320. 

§ 2838. Penalty for using material or removing spirits in absence of 
storekeeper-gauger 

Every distiller or person employed in any distillery who, in the absence 
of the storekeeper-gauger, or person designated to act as storekeeper- 
gauger, uses, or causes or permits to be used, any material for the purpose 
of making mash, wort, or beer, or for the production of spirits, or re- 
moves any spirits, shall forfeit and pay double the amount of taxes on 
the spirits so produced, distilled, or removed, and in addition thereto be 
liable to a penalty of $1,000. 53 Stat. 320. 

§ 2830. Drawing of£ water and cleansing worm tubs 

(a) Ilequirements. Whenever any officer or internal revenue agent 
requires the water contained in any worm tub in a distillery, at any 
time when the still is not at work, to be drawn off, and the tub and worm 
cleansed, the water shall forthwith be drawn off, and the tub and worm 
cleansed by the distiller, or his workmen, accordingly; and the water shall 
be kept and continued out of such worm tub for the period of two hours, 
or until the officer or agent has finished his examination thereof. For 
any refusal or neglect to comply with any provision of this section, the dis- 
tiller shall forfeit the sum of not exceeding $1,000; and it shall be lawful 
for the officer or agent to draw off such water, or any portion of it, and to 
keep the same drawn off for so long a time as he shall think necessary. 

(b) Transfer of duties 

For transfer of powers and duties of Commissioner and bis agents, see section 3170. 
53 Stat. 321. 

§ 2840. Fermenting tubs 

(a) Bequirements. Every fermenting tub shall be emptied at or before 
the end of the fermenting period; no fermenting tub in a sweet-mash dis- 
tillery shall be filled oftener than once in seventy-two hours, nor in a 
sour-mash distillery oftener than once in ninety-six hours, nor in a rum 
distillery oftener than once in one hundred and forty-four hours, nor in 
a distillery where the filtration-aeration process is employed, that is, where 
the mash after it leaves the mash tub is passed through a filtering ma- 
chine, before it is run into the fermenting tub, and only the filtered liquor 
passes into the fermenting tub, and the approval of the Commissioner 
being secured, oftener than once in twenty-four hours. The provisions 
hereof relating to filtration-aeration process shall apply only to sweet- 
mash distilleries. 

(b) Cross references 

(1) Exemption of ethyl alcohol distillers 

For exemption, in certain cases, of ethyl alcohol distillers from the provisions of 
this section, see section 2848. 

(2) Transfer of duties 

For transfer of powers and duties of Commissioner and his agents, see section 8170. 
53 Stat. 321. 
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§ 284:1. Bistiller*s books 

(a) Entries 

(1) Requirements. Every person who makes or distills spirits, or 
owns any still, boiler, or other vessel used for the purpose of distilling 
spirits, or -wHo has such still, boiler, or other vessel so used under his 
superintendence, either as agent or owner, or who uses any such still, 
boiler, or other vessel, shall keep a record, in the form and manner pre- 
scribed by the Commissioner, of the receipt on the distillery premises,^ and 
the use thereon, of materials intended for use in the distillation of spirits, 
and of the number of gallons of spirits distilled, the number of gallons 
placed in the warehouse, and the proof thereof, the number of gallons 
sold or removed, with the proof thereof, and the name, place of business, 
and residence of the person to whom sold. 

(2) Transfer of duties 

For transfer of powers and duties of Commissioner and his agents, see section 3170 

(b) Preservation and inspection. The books of every distiller herein- 
before required shall always be kept at the distillery and be always open 
to the inspection of any revenue officer, and, when filled up, shall be pre- 
served by the distiller for a period of not less than two years thereafter, 
and whenever required shall be produced for the inspection of any rev- 
enue officer. 

(c) Penalty and forfeiture 

(1) Omitting entries or making false entries. Whenever any false 
entry is made in, or any entry required to be made is omitted from, either 
of the said books mentioned in the two preceding subsections, with intent 
to defraud or to conceal from the revenue officers any fact or particular 
required to be stated and entered in either of said books, or to mislead 
in reference thereto; or any distiller as aforesaid omits or refuses to 
provide either of said books, or cancels, obliterates, or destroys any part 
of either of such books, or any entry therein, with intent to defraud, or 
permits the same to be done, or such books, or either of them, are not 
produced when required by any revenue officer, the distillery, distilling 
apparatus, and the lot or tract of land on which it stands, and all person- 
al property on said premises used in the business there carried on, shall 
be forfeited to the United States. And every person who makes such false 
entry, or omits to make any entry hereinbefore required to be made, with 
intent aforesaid, or who causes or procures the same to be done, or fraud- 
ulently cancels, obliterates, or destroys any part of said books, or any 
entry therein, or willfully fails to produce such books, or either of them, 
shall be fined not less than $500, nor more than $5,000, and imprisoned 
not less than six months, nor more than two years. 

(2) Transfer of duties 

For transfer of powers and duties of Commissioner and his agents, see section 3170. 
53 Stat. 321. 

§ 2842. Penalty for using false weights and measures 

Every person who knowingly uses any false weights or measures in 
ascertaining, weighing, or measuring the quantities of grain, meal, or 
vegetable materials, molasses, beer, or other substances to be used for dis- 
tillation, shall be fined not less than $500 nor more than $6,000, and im- 
prisoned not less than one year nor more than three years. 63 Stat. 322. 

§ 2843. Penalty for using unregistered materials 

Any person who uses any molasses, beer, or other substance, whether 
fermented on the premises or elsewhere, for the purpose of producing 
spirits, before an account of the same is registered in the proper book 
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provided for that purpose, shall forfeit and pay the sum of $1,000 for each 
oftense so committed. 53 Stat. 322. 


§ 2844. Monthly production retxirn of distiller 

(a) Requirement. On the 1st day of each month, or within five days 
thereafter, every distiller shall render to the collector of the district an ac- 
count in duplicate, taken from his books, stating the quantity and kind of 
materials used for the production of spirits each day, and the number of 
proof gallons of spirits produced and placed in warehouse. And the dis- 
tiller or the principal manager of the distillery shall make and subscribe 
the following oath, to be attached to said return: 

, distiller (or principal manager, as the case 

may be) of the distillery at , do solemnly swear that, since the 

date of the last return of the business of said distillery, dated 

day of to day of , both inclusive, 

there was produced in said distillery, and withdrawn and placed in ware- 
house, the number of proof gallons of spirits,* and there were actually 
mashed and used in said distillery, and consumed in the production of 
spirits therein, the several quantities of grain, sugar, molasses, and other 
materials respectively hereinbefore specified, and no more.'* 

One of the said duplicate returns shall be transmitted by the collector 
to the Commissioner. 

(b) Transfer of duties 

For transfer of powers and duties of Commissioner and his agents, see section 3170, 
53 Stat. 322, amended Feb. 21, 1950, c. 36, § 6, 64 Stat. 8. 


Historical Note 


1950 Amendment. Subsec. (a) amend- 
ed by Act Feb. 21, 1950, which struck 
out “of wine gallons and"’ and “wine 
gallons and”. 

Effective Bate of 1960 Amendment. 
Amendment of section by Act Feb. 21, 
1950, as effective on the first day of the 
first month which begins six months or 


more after Feb. 21, 1950, see note set out 
under section 2800 of this title. 

Text of Amendatory Bevenne Acts. 
Complete original text of Revenue Acts 
amending this section, 1939 to date, see 
volumes “Title 26 — ^Internal Revenue 
Acts”. 


§ 2845. Special returns of number of barrels distilled 

(a) Requirement. Every distiller shall make a return of the number 
of barrels of spirits distilled by him, counting forty gallons of proof 
spirits to the barrel, whenever such return is demanded by the collector 
of the district. 

(b) Transfer of duties 

For transfer of powers and duties of Commissioner and his agents, see section 3170. 
53 Stat. 323* 


§ 2846. Assessment for deficiencies In production and excess of ma* 
teidal used 

(a) Power of Commissioner. On the receipt of the distiller's return in 
each month, the Commissioner shall inquire and determine whether the 
distiller has accounted for all the grain or molasses used, and all the 
spirits produced by him in the preceding month. If he is satisfied that 
the distiller has reported all the spirits produced by him, and the quantity 
BO reported is found to be less than 80 per centum of the producing capaci- 
ty of the distillery as estimated according to law, he shall make an as- 
sessment for such deficiency at the rate of tax imposed by law for every 
proof gallon. In determining the quantity of grain used, fifty-six pounds- 
shall be accounted as a bushel; and if the Commissioner finds that the 
distiller has used any grain or molasses in excess of the capacity of Ms 
distillery as estimated according to law, he shall make an assessment 
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against tbe distiller at ttie rate imposed iy law for erery proof gallon of 
spirits that should have been produced from the grain or molasses so used 
in excess, wMch assessment shall be made whether the quantity of spirits 
reported is equal to or exceeds 80 per centum of the producing capacity of 
the distillery. If the Commissioner finds that the distiller has not account- 
ed for all the spirits produced by him, he shall, from all the evidence he 
can obtain, determine what quantity of spirits was actually produced by 
such distiller, and an assessment shall be made for the difference between 
the quantity reported and the quantity shown to have been actually pro- 
duced, at the rate of tax imposed by law for every proof gallon: 
Provided, That the actual product shall be assumed to be in no case less 
than 80 per centum of the producing capacity of the distillery as estimated 
according to law. All assessments made under this section shall be a 
lien on all distilled spirits on the distillery premises, the distillery used 
for distilling the same, the stills, vessels, fixtures, and tools therein, the 
tract of land whereon the said distillery is located, and any building 
thereon, from the time such assessment is made until the same shall have 
been paid. 

(b) Cross references 

( 1 ) lElxemption of ethyl alcohol distillers 

For exemption, in certain cases, of othyl alcohol distillers from the provisions of 
this section, see section. 2848 

(2) Transfer of duties 

For transfer of powers and duties of Commissioner and his agents, see section 3170. 

53 Stat. 323. 

§ 2847. Relief from assessments imder section 2846 

(a) Power of Commissioner. Whenever, under the provisions of sec- 
tion 2846, an assessment shall have been made against a distiller for a 
deficiency in not producing 80 per centum of the producing capacity of his 
distillery as established by law, or for the tax upon the spirits that should 
have been produced from the grain, or fruit, or molasses found to have 
been used in excess of the capacity of his distillery for any month, as esti- 
mated according to law, such excessive use of grain, or fruit, or molasses 
having arisen from a failure on the part of the distiller to maintain the 
capacity required by law to enable him to use such grain, or fruit, or 
molasses without incurring liability to such assessment, and it shall be 
made to appear to the satisfaction of the Commissioner that said deficiency, 
or that said failure, whereby such excessive use of grain, molasses, or 
fruit arose, was not occasioned by any want of diligence or by any fraudu- 
lent purpose on the part of the distiller, but from misunderstanding as to 
the requirements of the law and regulations in that respect or by reason 
of unavoidable accidents, then, and in such case, the Co mm issioner, subject 
to regulations prescribed by the Secretary is authorized, on appeal made 
to him, to remit or refund such tax, or such part thereof as shall appear 
to him to be equitable and just in the premises. 

And the Commissioner upon the production to him of satisfactory proof 
of the actual destruction, by accidental fire or other casualty, and without 
any fraud, collusion, or negligence of the distiller of any spirits in process 
of manufacture or distillation, or before removal to the distillery ware- 
house, shall not assess the distiller for a deficiency in not producing 80 
per centum of the producing capacity of his distillery as established by 
law when the deficiency is occasioned by such destruction, nor shall he, 
in such case, assess the tax on the spirits so destroyed: 

Provided, That no assessment shall be charged against any distiller of 
fruit for any failure to maintain the required capacity, unless the Commis- 
sioner shall, within six months after his receipt of each monthly report 
notify such distiller of such failure so to maintain the required capacity* 
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(b) Transfer of duties 

For transfer of powers and duties of Commissioner and Ms agents, see section 3170. 
53 Stat. 323. 

§ 2848. Exemption of distillers of ethyl alcohol from certain provisioiis 

(a) Power of Commissioner. The Commissioner, with the approval of 
the Secretary, may by regulations exempt distillers of ethyl alcohol, for 
use in the production of munitions of war, or for other nonheverage pur- 
poses, from so much of the provisions of sections 2817, 2840, or 2846, re- 
specting the survey of distilleries, the period of fermentation, the filling 
and emptying of fermenting tubs, and assessments, as, in his judgment, 
may be expedient: Provided., That the bond prescribed in section 2814 
shall, in the cases herein provided, be in such sum and contain such fur- 
ther conditions as the Commissioner may require. 

(b) Transfer of duties 

For transfer of powers and duties of Commissioner and his agents, see section 3170. 
53 Stat. 324. 

'§ 2840. First fermenting period 

The first fermenting period of every distiller shall be taken to begin on 
the day the distiller’s bond is approved; and every distiller at the hour of 
twelve meridian on the last day of such first fermenting period, or at the 
’Same hour on any previous day of such fermenting period on which spirits 
are distilled, shall be deemed to have commenced, and thereafter to be 
•continuously engaged in, the production of distilled spirits in his distillery, 
-except in the intervals when he shall suspend work as provided in section 
2850. 53 Stat. 324. 

-§ 2850. Suspension and resumption of distilling 

(a) Requirements. Any distiller desiring to suspend work in his dis- 
tillery may give notice in writing to the collector of the district, stating 
when he will suspend work; and on the day mentioned in said notice said 
-collector or one of his deputies shall, at the expense of the distiller, pro- 
ceed to fasten securely the door of every furnace of every still or boiler 
in said distillery, by locks and otherwise, and shall adopt such other means 
as the Commissioner may prescribe to prevent the lighting of any fire in 
such furnace or under such stills or boilers. The locks and seals, and 
other materials required for such purpose, shall be furnished to the col- 
lector by the Commissioner, to be duly accounted for by said collector. 
Such notice by any distiller, and the action taken by the collector in pur- 
suance thereof, shall be Immediately transmitted to the Commissioner. 
No distiller, after having given such notice, shall, after the time stated 
therein, carry on the business of a distiller on said premises until he gives 
another notice in writing to said collector, stating the time when he will 
resume woi'k; and at the time so stated for resuming work the collector or 
one of his deputies shall attend at the distillery to remove said locks and 
other fastenings; and thereupon, and not before, work may be resumed in 
said distillery, which fact shall be immediately reported to the collector of 
the district, and by him transmitted to the Commissioner. 

Every distiller who, after the time fixed in said notice declaring his in- 
tention to suspend work, carries on the business of a distiller on said prem- 
ises, or has mash, wort, or beer in his distillery, or on any premises con- 
nected therewith, or has in his possession or under his control any mash, 
wort, or beer, with intent to distill the same on said premises, shall incur 
the forfeitures and be subject to the same punishment as provided for 
persons who carry on the business of a distiller without haying given the 
•bonds required by law. 


757 



§2850 LIQUOR— DISTILLED SPIRITS 

But notliing in this section shall be held to apply to suspensions caused 
by unavoidable accident; and the Commissioner shall prescribe regula- 
tions to govern such cases of involuntary suspension. 

(b) Transfer of duties 

For transfer of powers and duties of Commissioner and his agents, see section 3170. 
53 Stat. 324. 

§ 2851. Reduction of producing capacity of distillery 

(a) Requirements. Whenever any distiller desires to reduce the pro- 
ducing capacity of his distillery, he shall give notice of such intention, in 
writing, to the collector, stating the quantity of spirits which he desires- 
thereafter to manufacture or produce every twenty-four hours, and there- 
upon said collector shall proceed, at the expense of the distiller, to reduce- 
and limit the producing capacity of the distillery to the quantity stated in 
said notice, by placing upon a sujBdcient number of the fermenting tubs 
close-fitting covers, which shall be securely fastened by nails, seals, and 
otherwise, and in such manner as to prevent the use of such tubs without 
removing said covers or breaking said seals, and shall adopt such other 
precautions as may be prescribed by the Commissioner to reduce the ca- 
pacity of said distillery. 

And every person who breaks, injures, or in any manner tampers with 
any lock, seal, or other fastening applied to any furnace, still, or ferment- 
ing tub, or other vessel, in pursuance of the provisions of law, or who 
opens or attempts to open any door, tub, or other vessel, which is locked 
or sealed, or otherwise closed or fastened as herein provided, or who uses 
any furnace, still, or fermenting tub, or other vessel, which is so locked, 
sealed, or fastened, shall be deemed guilty of a felony, and shall be fined 
not less than $1,000 nor more than $5,000, and imprisoned for not less^ 
than one year nor more than three years. 

(b) Transfer of duties 

For transfer of powers and duties of Commissioner and his agents, see section 3170 j 
53 Stat. 325. 

§ 2852. Release of distillery before Judgment 

Any distillery or distilling apparatus seized for any violation of law may, 
in the discretion of the court, be released before final judgment to a receiv- 
er appointed by the court to operate such distillery or apparatus. Such 
receiver shall give bond, which shall be approved in open court, with two* 
or more competent personal sureties, or one approved corporate surety, for 
the full appraised value of all the property seized, to be ascertained by 
three competent appraisers designated and appointed by the court. Funds^ 
obtained from such operation shall be impounded as the court shall direct 
pending such final judgment. 63 Stat. 325. 

§ 2853. Destruction of distilling apparatus in forfeiture proceedings 

(a) Procedure. When a judgment of forfeiture, in any case of seizure, 
is recovered against any distillery used or fit for use in the production of 
distilled spirits, because no bond has been given, or against any distillery 
used or fit for use in the production of spirits, having a registered pro- 
ducing capacity of less than one hundred and fifty gallons a day, for any 
violation of law, of whatever nature, every still, doubler, worm, worm 
tub, mash tub, and fermenting tub therein shall be so destroyed as to pre- 
vent the use of the same or of any part thereof for the purpose of distill- 
ing; and the materials shall be sold as in case of other forfeited prop- 
erty. 

And in case of seizure of a still, doubler, worm, worm tub, mash tub, 
fermenting tub, or other distilling apparatus, having a less producing ca»- 
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©acity than one hundred and fifty gallons per day, for any offense inTOlving 
forfeiture of the same, where said apparatus shall be of less than $500 
value, and where it shall be impracticable to remove the same to a place of 
safe storage from the place where seized, the seizing officer is authorized 
to destroy the same only so far as to prevent the use thereof, or any part 
thereof, for the purpose of distilling. Such destruction shall be in the 
presence of at least one credible witness, and such witness shall unite with 
the said officer in a duly sworn report of said seizure and destruction, to 
bo made to the Commissioner, in which report they shall set forth the 
g:rounds of the claim of forfeiture, the reasons for such seizure and de- 
struction, their estimate of the fair cash value of the apparatus destroyed, 
and also of the materials remaining after such destruction, and a state- 
ment that, from facts within their own knowledge, they have no doubt 
whatever that said distilling apparatus was set up for use and not regis- 
tered, or had been used in the unlawful distillation of spirits, and that it 
was impracticable to remove the same to a place of safe storage. 

Within one year after such destruction the owner of the apparatus so 
•destroyed may make application to the Secretary through the Commission- 
er, for reimbursement of the value of the same; and unless it shall be 
made to appear to the satisfaction of the Secretary and the Commissioner 
that said apparatus had been used in the unlawful distillation of spirits, 
the Secretary shall make an allowance to said owner, not exceeding the 
value of said apparatus, less the value of said materials as estimated in 
said report; and if the claimant shall thereupon satisfy said Secretary and 
Commissioner that said unlawful use of the apparatus had been without 
his consent or knowledge, he shall still be entitled to such compensation, 
but not otherwise. And in case of a wrongful seizure and destruction of 
property under the foregoing provisions, the owner thereof shall have right 
of action on the official bond of the officer who occasioned the destruction 
for all damages caused thereby, 

(b) Transfer of duties 

For transfer of powers and duties of Commissioner and his agents, see section 8170. 
63 Stat. 326. 

§ 2S54. Burden of proof in cases of seizure of spirits 

Whenever seizure is made of any distilled spirits found elsewhere than 
in a distillery or distillery warehouse, or other warehouse for distilled 
spirits authorized by law, or than in the store or place of business of a 
rectifier, or of a wholesale liquor dealer, or than in transit from any one 
of said places; or of any distilled spirits found in any one of the places 
aforesaid, or in transit therefrom, which have not been received into or 
sent out therefrom in conformity to law, or in regard to which any of the 
entries required by law to be made in the books of the owner of such 
spirits, or of the storekeeper-gauger, wholesale dealer, or rectifier, have 
not been made at the time or in the manner required, or in respect to 
which the owner or person having possession, control, or charge of said 
spirits, has omitted to do any act required to be done, or has done or com- 
mitted any act prohibited in regard to said spirits, the burden of proof 
shall bo upon the claimant of said, spirits to show that no fraud has been 
committed, and that all the requirements of the law in relation to the 
payment of the tax hare been complied with. 63 Stat 326. 

§ 2S55. Monthly returns of rectifiers 

<a) Bequlrement On or before the 10th day of each month every 
person engaged in rectifying or compounding distilled spirits shall make, 
in such form as may be prescribed by the Commissioner, a return to the 
collector of the district, showing the quantity of spiiits received for recti- 
fication, and from whom receiyed^ the quantity dumped for rectification, 
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the quantity rectified, the quantity remored after rectification during the 
preceeding i month, and giving such other information as may be required 
by the Commissioner, such return to be made in duplicate and sworn to 
by the rectifier; and the collector shall forward one of such returns to the 
Commissioner. 

(b) Transfer of duties 

For transfer of powers and duties of Commissioner and his agents, see section 3170. 
53 Stat. 327. 

1 Probably should read “preceding.” 

§ 2856. Penalty for unlawful rectifying 

Every person who engages in, or carries on, the business of a rectifier 
with intent to defraud the United States of the tax on the spirits rectified 
by him, or any part thereof, or with intent to aid, abet, or assist any per- 
son or persons in defrauding the United States of the tax on any distilled 
spirits, or who shall purchase or receive or rectify any distilled spirits 
which have been removed from a distillery to a place other than the dis- 
tillery warehouse provided by law, knowing or having reasonable grounds 
to believe that the tax on said spirits, required by law, has not been paid, 
shall, for every such offense, be fined not less than $1,000 nor more than 
15,000, and imprisoned not less than six months nor more than two years. 
53 Stat. 327. 

§ 2857. Books of rectifiers and wholesale dealers 

(a) Requirements. Every rectifier and every wholesale liquor dealer 
who sells, or offers for sale, distilled spirits in quantities of five wine-gal- 
lons or more to the same person at the same time shall keep daily, at his 
place of business covered by his special tax stamp, a record of distilled 
spirits received and disposed of by him, and shall render under oath cor- 
rect transcripts and summaries of such records: Provided, That the Com- 
missioner may in his discretion require such record to be kept at the place 
where the spirits are actually received and sent out. The records shall be 
kept and the transcripts shall be rendered in such form, and under such 
rules and regulations as the Commissioner, with the approval of the Secre- 
tary, may prescribe. 

The records required to be kept under the provisions of this section and 
regulations Issued pursuant thereto, shall be preserved for a period of 
four years, and during such period shall be available during business houra 
for inspection and the taking of abstracts therefrom by the Commissioner 
or any internal revenue officer. 

Every rectifier and wholesale liquor dealer who refuses or neglects to 
keep such records in the form prescribed by the Commissioner, with the 
approval of the Secretary, or to make entries therein, or cancels, alters, or 
obliterates any entry therein (except for the purpose of correcting errors) 
or destroys any part of such records, or any entry therein, or makes any 
false entry therein, or hinders or obstructs any Internal revenue officer 
from inspecting such records or taking any abstracts therefrom, or neglects 
or refuses to preserve or produce such records as required by this chapter 
or by regulations issued pursuant thereto, shall pay a penalty of $100 and, 
on conviction, shall be fined not less than $100 nor more than $5,000, 
and be imprisoned not less than three months nor more than three years. 

Every rectifier and wholesale liquor dealer who refuses or neglects to 
render transcripts or summaries in the form required by the Commissioner, 
with the approval of the Secretary, shall, upon conviction, be fined not 
more than $100 for each such neglect or refusal. 

(b) Transfer of duties 

For transfer of powers and duties of Commissioner and his agents, see section 3170. 
63 Stat. 327, amended Aug. 7, 1939, c. 661, 63 Stat. 1260. 
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Historical Note 

1039 Anaendment. Scbscc, (a), first amending this section, 1939 to date, see 
par., amended by Act Aug. 7, 1939. volumes “Title 26 — Internal Bevenue 

Acts^* 

Text of Amendatory Revenue Acts. 

Complete original text of Revenue Acts 

§ 2858. Exemption of States from provisions of section 2857 

The provisions of section 2857 shall not apply to States and Common- 
vrealths and liquor stores operated by such States and Commonwealths 
that maintain and make available to Inspection by internal-revenue ofidcers 
euch records as will enable such officers to readily trace all distilled spirits 
received and disposed of by them: Provided., That such States and Com- 
monwealths, and the liquor stores operated by them, shall, upon the re- 
quest of the Commissioner, furnish to the Commissioner such transcripts, 
summaries, and copies of their records as he shall require. 63 Stat. 328. 

§ 2859. Books of distillers as wholesale dealers 

(a) Bequirement. Every distiller shall keep daily a record of dis- 
tilled spirits of his own production disposed of by him, and shall render 
under oath correct transcripts and summaries of such records. The rec- 
ords shall be kept and the transcripts shall be rendered in such form, 
and under such rules and regulations as the Commissioner, with the ap- 
proval of the Secretary, may prescribe. 

The records required to be kept under the provisions of this section and 
Tegulations issued pursuant thereto, shall be preserved for a period of 
four years, and during such period shall at all times be available, during 
business hours, for inspection and the taking of abstracts therefrom by the 
'Commissioner or any internal revenue officer. 

Every distiller who refuses or neglects to keep such records in the form 
prescribed by the Commissioner, with the approval of the Secretary, or 
to make entries therein, or cancels, alters, or obliterates any entry there- 
in (except for the purpose of correcting errors) or destroys any part of 
such records, or any entry therein, or makes any false entry therein, or 
hinders or obstructs any internal revenue officer from inspecting such 
records or taking any abstracts therefrom, or neglects or refuses to pre- 
serve or produce such records as required by this chapter or by regula- 
tions issued pursuant thereto, shall pay a penalty of $100 and, on convic- 
tion, shall be fined not less than $100 nor more than $5,000, and be im- 
prisoned not less than three months nor more than three years. 

Every distiller who refuses or neglects to render the transcripts or sum- 
maries in the form as required by the Commissioner, with the approval of 
the Secretary, shall, upon conviction, be fined not more than $100 for 
each such neglect or refusal. 

(b) Transfer of duties 

For transfer of powers and duties of Connnlssloner and Ms agents, see section 3170. 
63 Stat. 328. 

§ 2S60. Llinttation on purchases by rectifiers and dealers 

It shall not be lawful for any rectifier of distilled spirits, or wholesale 
or retail liquor dealer, to purchase or receive any distilled spirits in quan- 
tities greater than twenty gallons from any person other than an author- 
ized rectifier of distilled spirits, distiller, or wholesale liquor dealer. 
Every person who violates this section shall forfeit and pay $1,000: 
Provided, That this provision shall not be held to apply to judicial sales, 
-or to sales at public auction made by an auctioneer, or to sales upon which 
no special tax accrues as enumerated and provided for In section S251. 
This section shall not be held to prohibit a rectifier or liquor dealer from 
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purchasing. In auantities greater than twenty wine-gallons, the disttlled 
spirits sold in one parcel as provided in section 3251(c). 63 Stat. 328. 

§ 2861. Gauging, branding, and stamping pectifled spirits 

(a) Requirement. Whenever any cask or package of distilled spirits 
containing five wine gallons or more is dumped by a rectifier for rectifica- 
tion or filled and received from rectification for sale, shipment, or delivery 
the same shall be gauged, marked, branded and stamped by a storekeep- 
er-gaug6r, wliose duty it shall be to mark and brand the same and place^ 
thereon a stamp, which shall state the date when affixed and the number of 
proof gallons, and shall he in such form as shall be prescribed by the Com- 
missioner with the approval of the Secretary; but the Commissioner may 
by regulations, approved by the Secretary, provide that the gauging, mark- 
ing, stamping and branding of such packages so dumped for rectification', 
or received therefrom, be done by the rectifier instead of by a storekeeper- 
gauger. 

(b) Transfer of duties 

For transfer of powers and duties of Commissioner and his agents, see section 3lT0i 
53 Stat. 329, amended Feb. 21, 1950, c. 36, § 6, 64 Stat. 8. 

Historical Note 

1950 Amondmcnt. Subsec. (a) amended 1950, as effective on the first day of the 
by Act Feb. 21, 1950, which substituted first month which begins six months or 
“a” for “an engraved” preceding “stamp”, more after Feb 21, 1950, see note set out 

under section 2800 of this title. 

Effective Date of 1950 Amendment. 

Amendment of section by Act Feb. 21, 

§ 2862. Stamping 

(a) Requirements. All blanks in any of the forms prescribed in section 
2861 shall be duly filled in accordance with the facts in each case. And 
the stamps therein designated shall in every case be affixed to a smooth 
surface of the cask or other package, which surface shall not have been 
previously painted or covered with any substance, and so as to fasten 
the same securely to the cask or package, and shall be duly canceled, and 
shall then be immediately covered with a coating of transparent varnish or 
other substance, so as to protect them from removal or damage by ex- 
posure; and such affixing, cancellation, and covering shall be done in such 
manner as the Commissioner may by regulation prescribe. 

(b) Transfer of duties 

For transfer of powers and duties of Commissioner and his agents, see section SlTOi 
53 Stat. 329. 

§ 2863. Marking and stamping packages filled on premises of whole- 
sale dealers 

(a) Requirements. Every package of distilled spirits containing five 
wine gallons or more, filled on the premises of a wholesale liquor dealer, 
who has paid the special tax required by law, shall be marked, branded,, 
and stamped by such wholesale liquor dealer in such manner and under 
such rules and regulations as the Commissioner, with the approval of the 
Secretary, may prescribe. 

(b) Transfer of duties 

For transfer of powers and duties of Commissioner and his agents, see section 8170u 
53 Stat. 329. 

§ 2864. Returns of wholesale dealers 

For requirements as to rendering under oath correct transcripts and summaries of 
records in tbe case of wholesale liquor dealers, see section 2857 (a). 

53 Stat. 329. 
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§ 3865. Noncompliance by rectifiers and wholesale dealers with cer- 
tain provisions, penalties 

(a) Imposition. Every rectifier or wholesale liquor dealer who re- 
fuses or willfully neglects to comply with the requirements of sections 
2813, 2861, and 28 63 as to giving the said notice or the said return, 
and as to marking, branding, and stamping, in accordance with the law 
and the regulations made in pursuance thereof, the packages of spirits 
filled on his premises as aforesaid, shall, for each such ofiense, be fined not 
less than $200 nor more than $1,000. 

(b) Transfer of duties 

For transfer of powers and duties of Commissioner and bis agents, see section 3170. 
53 Stat. 329. 

§ 3866. Effacenient of stamps and brands on emptied packages 

■Every person who empties or draws off, or causes to be emptied or 
drawn ofi, any distilled spirits from a cask or package bearing any mark, 
brand, or stamp, required by law, shall at the time of emptying such cask 
or package, efface and obliterate said mark, stamp, or brand. Every such 
cask or package from which said mark, brand, or stamp is not effaced and 
obliterated as herein required, shall be forfeited to the United States, and 
may be seized by any officer of internal revenue, wherever found. And 
every railroad company or other transportation company, or person who 
receives or transports, or has in possession with intent to transport, 
or with intent to cause or procure to be transported, any such empty cask 
■or package, or any part thereof, having thereon any brand, mark, or 
■stamp, required by law to be placed on any cask or package containing 
distilled spirits, shall forfeit $300 for each such cask or package, or any 
part thereof, so received or transported, or had in possession with the 
intent aforesaid; and every boat, railroad car, cart, dray, wagon, or other 
vehicle, and all horses and other animals used in carrying or transporting 
the same, shall be forfeited to the United States, Every person who fails 
to efface and obliterate said mark, stamp, or brand, at the time of empty- 
ing such cask or package, or who receives any such cask or package, or any 
part thereof, with the intent aforesaid, or who transports the same, or 
knowingly aids or assists therein, or who removes any stamp provided by 
law from any cask or package containing, or which had contained, dis- 
tilled spirits, without defacing and destroying the same at the time of 
such removal, or who aids or assists therein, or who has in his possession 
any such stamp so removed as aforesaid, or has in his possession any can- 
^celed stamp, or any stamp which has been used, or which purports to have 
been used, upon any cask or package of distilled spirits, shall be deemed 
guilty of a felony, and shall be fined not loss than $500 nor moi^e than 
$10,000, and imprisoned not less than one year nor more than five years. 
.53 Slat. 330, 

§ 3867. Buying or selling used casks bearing Inspection marks 

Whenever any person knowingly purchases or sells, with inspection 
marks thereon, any cask or package, after the same has been used for 
distilled apirite, he shall forfeit and pay the sum of $200 for every such 
eask so purchased or sold. 68 Stat. 830. 

§ 3868. Changing stamps or shifting spirits 

Whenever any person changes or alters any stamp, mark, or brand 
on any cask or package containing distilled spirits, or puts Into any cask 
or package spirits of greater strength than Is indicated by the inspection- 
mark thereon, or fraudulently uses any cask or package having any in- 
spection-mark or stamp thereon, for the purpose of soiling other spirits, or 
spirits of quantity or quality different from the spiiits previously inspected 
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therein, he shall forfeit and pay the stim of $200 for every cask or pack- 
age on which the stamp or mark is so changed or altered, or which is so 
fraudulently used, and shall be fined for each such offense not less than 
$100 nor more than $1,000, and imprisoned not less than one month nor 
more than one year. 53 Stat. 330. 

§ 2869. AfByiTig imitation stamps on packages of distilled, spirits 

If any person shall affix, or cause to be affloced, to or upon any cask or 
package containing, or intended to contain, distilled spirits, any imitation, 
stamp or other engraved, printed, stamped, or photographed label, device, 
or token, whether the same be designed as a trade mark, caution notice, 
caution, or otherwise, and which shall be in the similitude or likeness of, 
or shall have the resemblance or general appearance of, any internal reve- 
nue stamp required by law to be affixed to or upon any cask or package 
containing distilled spirits, he shall, for each offense, be liable to a penalty 
of $100, and, on conviction, shall be fined not more than $1,000, and im- 
prisoned not more than three years, and the cask or package with its con- 
tents shall be forfeited to the United States. 63 Stat. 330. 

§ 2870. Prohibited hours for removal of spirits 

No person shall remove any distilled spirits at any other time than 
after sun-rising and before sun-setting in any cask or package contain- 
ing more than ten gallons from any premises or building in which the 
same may have been distilled, redistilled, rectified, compounded, manufac- 
tured, or stored; and every person who violates this provision shall be lia- 
ble to a penalty of $100 for each cask, barrel, or package of spirits so re- 
moved; and said spirits, together with any vessel containing the same, 
and any horse, cart, boat, or other conveyance used in the removal there- 
of, shall be forfeited to the United States. 63 Stat. 331. 

§ 2871. Regulation of traffic in containers of distilled spirits 

Whenever in his judgment such action is necessary to protect the reve- 
nue, the Secretary is authorized, by the regulations prescribed by him, and 
permits issued thereunder if required by him (1) to regulate the size, 
branding, marking, sale, resale, possession, use, and re-use of containers 
(of a capacity of less than five wine-gallons) designed or intended for use 
for the sale at retail of distilled spirits (within the meaning of such term 
as it is used in section 28 03) for other than industrial use, and ( 2 ) to re- 
quire, of persons manufacturing, dealing in, or using any such containers, 
the submission to such inspection, the keeping of such records, and the 
filing of such reports as may be deemed by him reasonably necessary in 
connection therewith. Whoever willfully violates the provisions of any 
regulation prescribed, or the terms or conditions of any permit issued, 
pursuant to the authorization contained in this section, and any officer, 
director, or agent of any corporation who knowingly participates in such 
violation, shall, upon conviction, be fined not more than $1,000 or be im- 
prisoned for not more than two years, or both; and, notwithstanding any 
criminal conviction, the containers involved In such violation shall be for- 
feited to the United States, and may be seized and condemned by like 
proceedings as those provided by law for forfeitures, seizures, and con- 
demnations for violations of the internal-revenue laws, and any such con- 
tainers so seized and condemned shall be destroyed and not sold. Any re- 
quirements imposed under this section shall be in addition to any other re- 
quirements imposed by, or pursuant to, law, and shall apply as well to- 
per sons not liable for tax under the internal-revenue laws as to persons^ 
so liable. 63 Stat. 331, 
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PART III,— INTERNAL REVENUE BONDED WAREHOUSES 

§ 2872. Establislunent and control 

The Commissioner is authorized, in his discretion, and upon the execu- 
tion of such bonds as he may prescribe, to establish warehouses, to be 
known and designated as internal revenue bonded warehouses, to be used 
exclusively for the storage of spirits distilled at a registered distillery, 
each of which warehouses shall be in charge of a storekeeper-gauger. Ev- 
ery such warehouse shall be under the control of the District Supervisor 
of the Alcohol Tax Unit district in which such warehouse is located, and 
shall be in the joint custody of the storekeeper-gauger and proprietor 
thereof, and kept securely locked, and shall at no time be unlocked or 
opened or remain open except in the presence of such storekeeper-gauger 
or other person who may be designated to act for him. No dwelling 
house shall be used for such a warehouse, and no door, window, or other 
opening shall be made or permitted in the walls of such warehouse lead- 
ing into a distillery. Such warehouses shall be under such further regu- 
lations as the Commissioner, with the approval of the Secretary, may pre- 
scribe. 53 Stat, 331. 

§ 2873. Regulations for establishnaent, maintenance, and supervision- 

The establishment, construction, maintenance, and supervision of in- 
ternal revenue bonded warehouses shall be under such regulations as the 
Commissioner, with the approval of the Secretary, shall prescribe. 63 
Stat. 332. 

§ 2874. Discontinuance of warehiouse and transfer of merchandise 

(a) Autliorimtion. Whenever, in the opinion of the Commissioner, 
any internal revenue bonded warehouse is unsafe or unfit for use, or the 
merchandise therein is liable to loss or great wastage, he may in either 
such case discontinue such warehouse and reguire the merchandise there- 
in to be transferred to such other warehouse as he may designate, and 
within such time as he may prescribe. Such transfer shall be made under 
the supervision of the collector, or of such other officer as may be desig- 
nated by the Commissioner, and the expense thereof shall be paid by the 
owner of the merchandise. Whenever the owner of such merchandise 
fails to make such transfer within the time prescribed, or to pay the just 
and proper expense of such transfer, as ascertained and determined by the 
Commissioner, such merchandise may be seized and sold by the collector 
In the same manner as goods are sold upon distraint for taxes, and the 
proceeds of such sale shall be applied to the payment of the taxes duo 
thereon and the cost and expenses of such sale and removal, and the 
balance paid over to the owner of such merchandise, 

(b) Transfer of duties 

For transfer of powers and duties of Commissioner and Ms agents, see section 3170. 
68 Stat. 382. 

§ 2875, Exemption from provisions of law dlstingixlshing between* 
classes of warehouses 

Internal revenue bonded warehouses established under authority of 
law shall be exempt from the provisions of those sections of law which, 
prior to June 26, 1036, have made distinctions between distillery bonded 
warehouses, general bonded warehouses, and special bonded warehouses, 
as to (1) kind of spirits to be stored therein; (2) ownership or produc- 
tion of distilled spirits to be stored therein; (8) ownership or proprietor- 
ship of such warehouses; (4) location and construction of such bonded! 
warehouses; (6) entry of distilled spirits therein; (6) withdrawal of 
distilled spirits therefrom; (7) transfers of distilled spirits to or from* 

765 



§2876 LIQUOR— DISTILLED SPIRITS 

one or more of sucli classes of bonded wareliouses ; or (8) any other 
matter; it being hereby declared to be the purpose to establish the inter- 
nal revenue bonded warehouse as the sole type and kind of bonded ware- 
house under the internal revenue laws for the storage of spirits distilled 
at a registered distillery on which the tax has not been paid. 63 Stat. 832. 

§ 2876. Failure to comply with warehousing and removal require- 
ments 

In case any distilled spirits removed from an internal revenue bonded 
warehouse for deposit in another internal revenue bonded warehouse 
shall fail to be so deposited or if any distilled spirits deposited in any in- 
ternal revenue bonded warehouse shall be taken therefrom, for export or 
otherwise, without full compliance with the provisions of this part, and 
with the requirements of any regulations made thereunder, and with the 
terms of any bond given on such removal, or if any distilled spirits which 
have been deposited in an internal revenue bonded warehouse shall be 
found elsewhere, not having been removed therefrom according to law, 
any person who shall be guilty of such failure, or any person who shall in 
any manner violate any provision of this part shall be subject, on convic- 
tion, to a fine of not less than $100 nor more than $5,000, or to imprison- 
ment for not less than three months nor more than three years for every 
such failure or violation ; and the spirits as to which such failure or viola- 
tion, or unlawful removal shall take place shall be forfeited to the United 
States. 53 Stat. 332. 

§ 2877. Storekeeper-gauger’s records 

(a) Requirement. The storekeeper-gauger assigned to any distillery 
shall, in addition to all other duties required to be performed by him, 
keep such records and submit such reports as the Commissioner, with the 
approval of the Secretary, shall, by regulations, prescribe. 

(b) Transfer of duties 

For transfer of powers and duties of Commissioner and his agents, see section 3170. 
53 Stat. 333, amended Feb. 21, 1960, c. 36, § 2, 64 Stat. 8. 


Historical Wotc 


1950 Amendment. Subsec. (a) amended 
by Act Feb 21, lOaO, to broaden its pro- 
visions by requiring the storekeeper- 
ganger to keep such reports as the Com- 
missioner, with the approval of the Sec- 
retary, shall prescribe. 

Effective Bate of 1950 Amendment. 
Amendment of section by Act Feb. 21, 
1950, as effective on the first day of the 
first month which begins six months or 


more after Feb. 21, 1950, see note set 
out under section 2800 of this title. 

Text of Amendatory Revenue Acts. 

Complete original text of Revenue Acts 
amending this section, 1939 to date, see 
volumes “Title 20 — Internal Revenue 
Acts”. 

Xioglslative History: For legislative 
history and purpose of Act Feb. 21, 1960, 
see 1950 U.S.Code Cong.Service, p. 1931. 


§ 2878. Drawing, gauging, and marking of distilled, spirits 

(a) General rule. Except as provided in section 2883, all distilled 
spirits shall be drawn from receiving cisterns into casks or packages and 
thereupon shall be gauged, proved, and marked by a storekeeper-gauger, 
and immediately removed into an internal revenue bonded warehouse. 
The Commissioner, with the approval of the Secretary, is hereby empow- 
ered to prescribe all necessary regulations relating to the drawing off, 
gauging, and packaging of distilled spirits; the marking, branding, num- 
bering, and stamping of such packages; and the transfer and transporta- 
tion to, and the storage of such spirits in, internal revenue bonded ware- 
houses. 

(b) In wooden packages containing metaDlc cans for export. Up- 
on the application of the distiller and under such regulations as the Com- 
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missioner, with the approval of the Secretary, may prescribe, distilled 
spirits may be drawn into wooden packages, each containing two or more 
metallic cans, which cans shall each have a capacity of not less than five 
gallons, wine measure. Such packages shall be filled and used only for 
exportation from the United States. And there shall be charged for each 
of said packages or cases for the expense of providing and affixing stamps, 
6 cents. 

(c) Standards of fill. The Commissioner, with the approval of the 
Secretary, may, by regulations, prescribe the standards of fill of casks or 
packages of distilled spirits at each distillery. 

(d) Marking and branding by distiller. The Commissioner, with the 
approval of the Secretary, may, by regulations, from time to time, require 
a distiller, at his expense and under the immediate personal supervision 
of a storekeeper-gauger, to do such marking and branding and such me- 
chanical labor pertaining to gauging required under this section as the 
Commissioner deems proper and determines may be done without danger 
to the revenue. 

(e) Transfer of duties 

For transfer of powers and duties of Commissioner and his agents, see section 3170. 
63 Stat. 333. 

§ 2879. Deposits of spirits In warehouses 

(a) Entry for deposit. The distillers of all spirits removed to an 
internal revenue bonded warehouse shall enter the same for deposit 
in such warehouse, under such regulations as the Commissioner may 
prescribe. Said entry shall be in such form as the Commissioner shall 
prescribe. 

(b) Tim© tor payment of the tax. The tax on all distilled spirits here- 
after entered for deposit in internal revenue bonded warehouses shall be 
due and payable before and at the time the same are withdrawn therefrom 
and within eight years from the date of the original entry for deposit 
therein; and warehousing bonds hereafter taken under the provisions of 
the internal revenue laws shall be conditioned for the payment of the 
tax on the spirits as specified in the entry before withdrawal from the 
internal revenue bonded warehouse, and within eight years from the 
date of said entry. 

(c) Bond required. The Commissioner shall prescribe the form and 
penal sums of bonds covering distilled spirits in internal revenue bonded 
warehouses and in transit to and between such warehouses: Provided., 
That the penal sums of such bonds covering distilled spirits shaU not 
exceed in the aggregate f 20 0,0 00 for each such warehouse, 

(d) Renewal of bond. A new bond shall be required In case of the 
death, insolvency, or removal of the surety or sureties, and may be 
required in any other contingency affecting its validity or impairing 
its efficiency, at the discretion of the Commissioner. And in case the 
warehouseman fails or refuses to give the bond required, or to renew 
the same, or neglects to immediately withdraw the spirits and pay the 
tax thereon, or if he neglects to withdraw any bonded spirits and pay 
the tax thereon before the expiration of the time limited in the bond, 
the collector shall proceed to collect the tax by distraint, issuing his war- 
rant of distraint for the amount of tax found to be due, as ascertained by 
him from the report of the storekeeper-gauger if no bond was given, or 
from the terms of the bond if a bond was given. But this provision shall 
not exclude any other remedy or proceeding proved by law, 

(e) Transfer of duties 

For transfer of powers and dudes of Commissioner and his agents, see section SITU. 
53 Stat. 333. 
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§ 2880. Withdrawal from warehouse and collection of tax on spirits 
subject to excessive lealcage 

(a) Power of the Commissioner. If it shall appear at any time that 
there has been a loss of distilled spirits from any cash or other package 
deposited in an internal revenue bonded warehouse, other than the loss 
provided for in section 2901(b), which, in the opinion of the Commissioner, 
is excessive, he may Instruct the District Supervisor of the district in 
which the loss has occurred to require the withdrawal from warehouse 
of such distilled spirits, and direct the collector to collect the tax accrued 
upon the original quantity of distilled spirits entered into the warehouse 
in such cask or package, notwithstanding that the time specified in any 
bond given for the withdrawal of the spirits entered into warehouse in 
such cask or package has not expired. If the said tax is not paid on de- 
mand, the collector shall report the amount due upon Ms next monthly 
list, and it shall be assessed and collected as other taxes are assessed 
-and collected. 

(b) Transfer of duties 

For transfer of powers and duties of Commissioner and his agents, see fiection 3170. 

.53 Stat. S3 4. 

§ 2881. Withdrawal of spirits from warehouse on original gauge 

(a) Regulations. Under such regulations as the Commissioner, with 
the approval of the Secretary, may prescribe, packages of distilled spirits 
drawn from receiving cisterns and deposited in internal revenue bonded 
warehouses may be withdrawn therefrom on the original gauge where 
the same have remained in such warehouse for a period not exceeding 
thirty days from the date of deposit. 

(b) Transfer of duties 

For transfer of powers and duties of Commissioner and his agents, see section 3170. 
53 Stat. 334. 

§ 2882. Entry for withdrawal from warehouse 

(a) Authorization. Any distilled spirits may, on payment of the tax 
thereon, be withdrawn from warehouse on application to the collector of 
the district in charge of such warehouse, on making a withdrawal entry 
un duplicate and in the following form: 

ENTRY FOR WITHDRAWAL OF DISTILLED SPIRITS FROM 
WAREHOUSE TAX PAID 

Entry of distilled spirits to be withdrawn, on payment of the tax, from 

■internal revenue bonded warehouse number , situated in the 

district of , by , deposited on the day of 

, anno Domini , by , in said warehouse. 

And the entry shall specify the whole number of casks or packages, 
with the marks and serial numbers thereon, the number of proof gallons 
and taxable gallons, and the amount of the tax on the distilled spirits con- 
tained in them at the time they were deposited in the internal revenue 
bonded warehouse; and said entry shall also specify the number of proof 
gallons, and taxable gallons contained in said casks or packages at the 
time application shall be made for the withdrawal thereof; and on pay- 
ment of the tax the collector shall issue his order to the storekeeper- 
gauger in charge of the warehouse for the delivery. One of said entries 
shall be filed in the oface of the collector, and the other transmitted by 
'Mm to the Commissioner. 

(b) Transfer of duties 

For transfer of powers and duties of Commissioner and Ms agents, see section 317D. 
*53 Stat. 336, amended Feb. 21, 1950, c. 36, § 6, 64 Stat S. 
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Historical Noto 

1950 Amendment. Subsec. (a) amended 
by Act Feb. 21, 1050, which struck out 
*'of gauge or wine gallons, and” wher- 
ever appearing. 

Effective l>ato of 1950 Axaendment. 

Amendment of section by Act Feb. 21, 

1950, as effective on the first day of tho 
first month which begins six months or 
more after Feb. 21, 1950, see note set 
out under section 2^0 of this title. 

§ 2883. Transfer of spirits at registered distilleries 

(a) Bequirements. Subject to tlie provisions of existing law, spirits of 
one hundred and sixty degrees of proof or more produced at registered 
distilleries. Including registered fruit distilleries (such registered dis- 
tilleries add registered fruit distilleries being referred to hereafter as 
"'distillery" or "distilleries"), may he transferred by means of pipe lines 
from receiving cisterns In the distillery direct to storage tanks in the in- 
ternal revenue bonded warehouse located on the bonded premises where 
produced or located contiguous thereto, and be warehoused in such stor- 
age tanks, or they may be withdrawn from the receiving cisterns, with- 
out, or after reduction in proof, into approved containers and transferred 
to any internal revenue bonded warehouse for storage therein, or they 
may be tax-paid in such approved containers in the cistern rooms of dis- 
tilleries without being entered Into an internal revenue bonded ware- 
house. Such spirits may be drawn into approved containers from storage 
tanks in an internal revenue bonded warehouse. Spirits of one hundred 
and sixty degrees of proof, or more, may be transferred in bond in tank 
cars from cistern rooms of distilleries or from storage tanks in an inter- 
nal revenue bonded warehouse and be deposited in storage tanks in any 
internal revenue bonded warehouse. Such spirits in tanks in internal rev- 
enue bonded warehouses distilled at or above one hundred and ninety de- 
grees of proof may be reduced to not less than one hundred and eleven 
degrees prior to being drawn into packages. Such spirits, upon tax pay- 
ment, may be withdrawn in approved containers, including pipe lines to 
contiguous premises, for use for beverage purposes only. Except as pro- 
vided in subsection (c) hereof and section 2916, such spirits may not be 
withdrawn for denaturatlon. 

(b) Transfer of fortifying spirits. Fortifying spirits of one hundred 
and sixty degrees of proof or more may be transferred by pipe line from 
registered fruit distilleries and receiving cisterns in such distilleries to 
the fortification rooms of contiguous wineries or to storage tanka In the 
Internal revenue bonded warehouse located on the distillery premises 
where the spirits were produced. Fortifying spirits of one hundred and 
Sixty degrees of proof or more may also be transferred by pipe line from 
storage tanks in any internal revenue bonded warehouse to the fortifica- 
tion rooms of contiguous wineries. 

(c) Transfer of rum for denaturatlcm. Rum of not less than on© hun- 
dred and fifty degrees of proof may be transferred by pipe line for dena- 
turation from receiving cisterns In the cistern room of any distillery to a 
denaturing bonded warehouse on the distillery premises or to storage 
tanks situated in the internal revenue bonded warehouse located on the 
distillery premises, or from such storage tanks to a denaturing bonded 
warehouse on the distillery premises. 

(d) ®rmi 0 £er of and vodka. Gin and vodka of any proof may be 
transferred in bond by means of pipe lines from receiving cisterns in dis- 
tilleries direct to storage tanks in the internal revenue bonded warehouse 
located on the bonded premises where produced* or located contiguous 
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Text of Amendatory Boroxino Acts. 
Complete original text of Bevenue Acts 
amending this section, 1939 to date, 
see Volumes “Title 26 — ^Internal Revenue 
Acts”. 

Eogislatlvo History s For legislative 
history and purpose of Act Feb. 21, 1950, 
see 1950 XJ.S.Code Cong.Service, p. 1931. 
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thereto, and be warehoused In such storage tanhs. Upon tax payment^ 
gin and Todka of any proof may be transferred by pipe line from receiving 
cisterns in distilleries, or from storage tanks In internal revenue bonded 
warehouses located on or contiguous to the bonded premises of the pro- 
ducing distillery, to a contiguous tax-paid bottling house or rectifying 
plant. 

(©) Redistillation of spirits. Distilled spirits of any proof may b© 
transferred from a distillery or an internal revenue bonded warehouse 
to any distillery for redistillation upon a showing of the need therefor: 
Provided, That only spirits of one hundred and sixty degrees of proof or 
more may be transferred by pipe line to a distillery for redistillation from 
storage tanks In an internal revenue bonded warehouse located on such 
distillery premises or located contiguous thereto: Provided further. That 
spirits of any proof may be transferred by pipe line for redistillation from 
receiving tanks in a distillery to a contiguous distillery. Upon removal 
of distilled spirits to any distillery for redistillation, the consignee distiller 
shall assume the liability for the payment of the tax on the spirits from 
the time they leave the internal revenue bonded warehouse or distillery, 
and the tax liability on the producing distiller or the internal revenue 
bonded warehouseman, and the liens on the premises of the producing dis- 
tiller shall cease, and the tax and liens shall become the liability of the 
consignee distiller: Provided further. That upon redistillation the redis- 
tilled spirits shall be treated the same as if the spirits had been originally 
produced by the redistiller and all prior obligations as to taxes and liens 
shall be superseded. Sections 2800(a) (5) and 3260(f) (1) shall not 
apply to the redistillation of spirits removed under the provisions of this 
section. 

(f) Regulations. The Commissioner, with the approval of the Secre- 
tary, is hereby empowered to prescribe all necessary regulations relating 
to the drawing off, transferring, gaging,i storing, redistillation, and trans- 
portation of the spirits; the records to be kept and returns to be made; 
the size and kind of containers to be used; the marking, branding, num- 
bering, and stamping of such containers; and the kind of bond and the 
penal sum thereof. 

(g) JEfiect on other laws. Nothing contained in this section shall be 
construed as restricting or limiting the provisions of other sections of the 
internal-revenue laws relating to internal revenue bonded warehouses, 
distilleries, and bonded wineries. 

(h) Transfer of duties 

For transfer of powers and duties of 
Commissioner and bis agents, see section 
3170. 

53 Stat. 335, amended Jan. 24, 1942, c, 17, 56 Stat. 17; Mar. 27, 1942, 
c. 200, 66 Stat. 187; Feb. 21, 1950, c. 36, § 9, 64 Stat. 9; July 3, 1961, 
c. 208, § 1(a), 65 Stat 116; July 6, 1951, c. 209, § 1(a), 66 Stat 115. 

1 So in original. 


Historical Note 


1061 Amendments. Subsec. (b) amend- 
ed by Act July 6, 1951, to permit the 
transfer of fortifying spirits of 160 de- 
grees of proof or more by pipe line from 
storage tanks in bonded warehouse to 
the fortification rooms of contiguous 
wineries. 

Subsec. (d) amended by Act July 8, 
1951, to make the subsection applicable 
to vodka as well as gin, 

1050 Amendment. Act Feb. 21, 1950, 
amended section generally to substitute 


provisions of a permanent nature for the 
temporary war provisions. 

IMtC Aonendmont. Subsec. (c) added by 
Act Jan. 24, 1042. 

Subsecs, (d) and (e) added by Act 
Mar. 27, 1942. 

Effeetlve Date of 1061 Amendmeiit. 
Section 1(b) of Act July 6, 1051 provided 
that the amendment of subsec. (b) of 
this section by said Act July 5, 1951, 
should become effective on the 80th day 
following July 6, 1951. 
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Section 1(1)) of Act July 3, 1951, pro- 
vided that the amendment of subsec. (d) 
should be effective on the first day of 
the first month which begins more than 
10 days after July 3, 1951. 

Effective Bate of 1950 Amendment. 
Amendment of section by Act Feb. 21, 
1950, as effective on the first day of the 
first month which begins six months or 
more after Feb. 21, 1950, see note set 
out under section 2^0 of this title. 


Text of Amendatory Revenue Acts# 
Complete original text of Revenue Acta 
amending this section, 1939 to date, see 
volumes “Title 26 — Internal Revenue 
Acts”. 

Xiegislative History: For legislative 
history and purpose of Act July 3, 1951, 
see 1951 ITS Code Cong. Service, p. 1557. 
See, also. Act Feb. 21, 1950, 1950 U.S. 
Code Cong. Service, p. 193L 


§ 2884. Gauging, stamping, and branding spirits removed from ware- 
house 

(a) Requirement. Except as may otherwise he required under section 
2800(a) (1) (A), whenever an application is received for the removal 
from any internal revenue bonded warehouse of any cask or package of 
distilled spirits on which the tax has been paid, the storekeeper-gauger 
shall gauge and inspect the same, and shall, before such cask or package 
has left the warehouse, place upon such package such marks, brands, and 
stamps as the Commissioner, with the approval of the Secretary, shall by 
regulations prescribe, which marks, brands, and stamps shall be erased 
when such cask or package is emptied. 

The Commissioner, with the approval of the Secretary, may, by regula- 
tions, from time to time, require any distiller, at his expense and under 
the immediate personal supervision of a storekeeper-gauger, to do such 
marking and branding and such mechanical labor pertaining to gauging 
required under this section as the Commissioner deems proper and deter- 
mines may be done without danger to the revenue. 

(b) Transfer of duties 

For transfer of powers and duties of Commissioner and his agents, see section 8170. 
53 Stat. 336, amended Feb. 21, 1950, c. 36, § 6, 64 Stat. 8, 


Historical Note 


1950 Amondmont. 8ul)sec. (a) amended 
i)y Act Feb, 21, 1050, which substituted 
“Bxeept as may # • * whenever” in 
lieu of § **WheuGvoF'. 

Wffcetivcj Bat© of 1950 Amendmoeftt. 
Amendment of section by Act Fel). 21, 
1960, as effective on the first day of the 
first month whi(!h l»egins six months or 
more after Feb. 21, 1950, see note set 
out under section 2300 of this titla 


Text of Amendatory Revenue Acts. 
Complete original text of Revenue Acts 
amending this section, 1089 to date, see 
volumes “Title 2(h— Internal Revenue 
Acts”. 

^legislative Hi story: For legislative 
history and purpose of Act Feb. 21, 1959, 
SCO IWO U.S.Oode Cong.Scrvice, p. 1981 


§ 2SS5. Exportation of spirits withdrawn from warohonaes 

(a) Bntarioa, bonds, and bills of lading. Distilled spirits may be with- 
drawn from internal revenue bonded warehouses, at the Instance of the 
owner of the spirits, for exportation in the original casks or packages, 
without the payment of tax, under such regulations, and after making such 
entries and executing and filing with the collector of the district from 
which the removal is to be made such bonds and bills of lading, and 
giving such other additional security as may be prescribed by the Com- 
missioner, with the approval of the Secretary, and bonds ^ven under 
this section shall be canceled under such regulations as the Secretary shall 
prescribe. The bonds required to be given for the exportation of distilled 
spirits shall be canceled upon the presentation of satisfactory proof and 
certificates that said distilled spirits have been landed at the port of 
desUnatlon named In the bill of lading, or upon satisfactory proof that 
after shipment the same were lost at sea without fault or neglect of the 
owner or shipper thereof. 
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(b) MarkSf stampSt and pennitB. All distilled spirits intended for 
export, as aforesaid, before being removed from the internal revere 
bonded warehouse, shall be marked as the Commissioner may prescribe, 
and shall have affixed to each cask an engraved stamp indicative of such 
intention, to be provided and furnished by the several collectors as in the 
case of other stamps, and to be charged to them and accounted for m the 
same manner, and for the expense attending the providing and affixing 
such stamps 10 cents for each package so stamped shall be paid to the 
collector on making the entry for such transportation. "When the owner 
of the spirits shall have made the proper entries, filed the bonds, and 
otherwise complied with all the requirements of the law and regulations 
as herein provided, the collector shall issue to him a permit for the re- 
moval and transportation of said spirits to the collector of the port 
from which the same are to be exported, accurately describing the spirits 
to be shipped, the amount of tax thereon, the State and district from "which 
the same is to he shipped, the name of the distiller by whom distilled, 
the port to which the same are to be transported, the name of the collector 
of the port to whom the spirits are to he consigned, and the routes over 
which they are to be sent to the port of shipment. Such shipments shall 
be made over bonded routes whenever practicable. The collector of the 
port shall receive such spirits, and permit the exportation thereof, under 
the same rules and regulations as are prescribed for the exportation of 
spirits upon which the tax has been paid. 

(c) Metallic cans in wooden packages 

For authority of distiller to draw distilled spirits Into wooden pac^ges, eacli con- 
taining two or more metallic cans, for exportation only, see section 2878(b). 

(d) Penalties and forfeitures 

(1) Fraudulent claim for drawback. And every person who fraud- 
ulently claims, or seeks, or obtains an allowance of drawback on any 
distilled spirits, or fraudulently claims any greater allowance or draw- 
back than the tax actually paid thereon, shall forfeit and pay to the Gov- 
ernment of the United States triple the amount wrongfully and fraudu- 
lently sought to be obtained, and shall be imprisoned not more than ten 
years; and every owner, agent, or master of any vessel or other person 
who knowingly aids or abets in the fraudulent collection or fraudulent 
attempts to collect any drawback upon, or knowingly aids or permits any 
fraudulent change in the spirits so shipped, shall be fined not exceeding 
15,000 and imprisoned not more than one year, and the ship or vessel 
on board of which such shipment was made or pretended to be made shall 
be forfeited to the United States, whether a conviction of the master or 
owner be had or otherwise, and proceedings may be had In admiralty 
by libel for such forfeiture. 

(2) Unlawful relanding. Every person who intentionally relands 
within the jurisdiction of the United States any distilled spirits which 
have been shipped for exportation under the provisions of this chapter, 
or who receives such relanded distilled spirits, and every person who aids 
or abets in such relanding or receiving of such spirits, shall be fined not 
exceeding $5,000 and imprisoned not more than three years; and all 
distilled spirits so relanded, together with the vessel from which the 
same were relanded within the Jurisdiction of the United States, and all 
boats, vehicles, horses, or other animals used in relanding and removing 
such distilled spirits, shall be forfeited to the United States. 

(e) Transfer of duties 

For transfer of powers and duties of Commissioner and bis agents, see section 3170. 
58 Stat. 836. 


772 



BONDED WAREHOUSES 


§2886 


§ 2886. TransportatioxL bontd on withdrawal of spirits for export 

(a) Requirements. Whenever the owner or owners of distilled spirits 
shall desire to withdraw the same from any internal revenue bonded ware- 
house for exportation, such owner or owners may at their option, in lieu 
of executing an export bond as provided by law, give a transportation bond 
with sureties satisfactory to the collector of internal revenue and under 
such rules and regulations as the Secretary may prescribe, conditioned for 
the due delivery thereof on board ship at a port of exportation to be 
named therein, and for the due performance on the part of the exporter 
or owner at the port of export of all the requirements in regard to notice 
of export, entry, and the giving of bond hereinafter specified; and in such 
case, on arrival of the spirits at the port of export, the exporter or owner 
at that port shall immediately notify the collector of the port of the fact, 
setting forth his intention to export the same, and the name of the vessel 
upon which the same are to be laden, and the port to which they are in- 
tended to be exported. He shall, after the quantity of spirits has been de- 
termined by the gauger and inspector, file with the collector of the port an 
export-entry verified by his oath or aflElrmation. He shall also give bond 
to the United States, with at least two sureties, satisfactory to the collec- 
tor of customs, conditioned that the principal named in said bond will ex- 
port the spirits as specified in said entry to the port designated in said 
entry, or to some other port without the jurisdiction of the United States. 

And upon the lading of such spirits, the collector of the port, after 
proper bonds for the exportation of the same have been completed by the 
exporter or owner at the port of shipment thereof, shall transmit to the 
collector of internal revenue of the district from which the said spirits 
were withdrawn for exportation, a clearance certificate and a detailed re- 
port of the gauger, which report shall show the capacity of each cask in 
wine gallons, and the contents thereof in proof gallons, and taxable gal- 
lons. Upon receipt of the certificate and report, and upon payment of tax 
on deficiency, if any, the collector of internal revenue shall cancel the 
transportation bond. The bond required to be given for the landing at a 
foreign port of distilled spirits shall be canceled upon the presentation of 
satisfactory proof and certificates that said distilled spirits have been 
landed at the port of destination named In the bill of lading or any other 
port without the Jurisdiction of the United States or upon satisfactory 
proof that after shipment the same were lost at sea without fault or neg- 
lect of the owner or shipper thereof. And whenever a distiller of spirits in 
bond shall desire to change the packages in which the same is contained, 
in order to export them, the Commissioner shall be authorized, under reg- 
ulations to be prescribed by him, and upon the execution of proper bonds 
with sufiElcient sureties, to permit the withdrawal of so much spirits from 
bond and In new packages as the distiller shall desire to export as afore- 
said. 

(b) Transfer of duties 

For trassfer of powers and duties of Commissioner and his agents, see section SITO. 
63 Stat 387, amended Feb. 21, 1960, c. 86, § 6, 64 Stat S. 


Historical Hote 


jm$ Subsee. (a) amended 

by Act Feb. 21, IWO, which struck out 
*'wlne gallons'* following •^contents 
thereof la** in second par. 

»<r«otlv« Bate of 1S5C Anaoadineiit, 
Amendment of section by Act Feb. 21, 
1030, as cfCectlve on the first day of the 
first month which begins months or 
more after Feb. 21, 1060, see note set 
out under section 2800 of tMs title. 


Text of Amendatorr Berenu© Acts. 
Complete original text of Berenue Acts 
amending this section, 1030 to date, see 
volumes ‘‘Title 26— Internal Eevenue 
Acts**. 

X^eiislative Kistorys For legislative 
history and purpose of Act Feb. fit, lOHO, 
see 1^ l7.S#Code CongJIerTice, p. 183JU 
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§ 2SS7. I)i*awback on spirits 

Distilled spirits upon which all tases have been paid may be exported, 
with the privilege of drawback, and in distillers' original casks^ or pack- 
ages, containing not less than twenty wine gallons each, on application of 
the owner thereof to the collector of customs at any port of entry, and un- 
der such rules and regulations, and after making such entry as may he 
prescribed by law and by the Secretary. The entry for such exportation 
shall he in triplicate, and shall contain the name of the person applying to 
export, the name of the distiller, the name of the district in which the 
spirits were distilled, the name of the vessel by which, and the name 
of the port to which, they are to be exported; and the form of the entry 
shall be as follows: 

EXPOET ENTRY OP DISTILLED SPIRITS ENTITLED 
TO DRAWBACK 

Entry of spirits distilled by , in — district. State of 

— , to be exported by , in the whereof 

is master, bound to . 

And the entry shall specify the whole number of casks or packages, the 
marks and serial numbers thereon, the quality or kind of spirits as known 
in commerce, the number of proof gallons; and the amount of the tax on 
such spirits shall be verified by the oath of the owner of the spirits, and 
that the tax has been paid thereon, and that they are truly intended to be 

exported to the port of , and not to be relanded within the limits of 

the United States. One bill of lading, duly signed by the master of the 
vessel, shall be deposited with said collector, to be filed at his office with 
the entry retained by him. One of said entries shall be, when the ship- 
ment is completed, transmitted to the Secretary, to be recorded and filed 
in his office. The lading on board said vessel shall be only after the re- 
ceipt of an order or permit signed by the collector of customs and directed 
to a customs gauger, and after each cask or package shall have been 
distinctly marked or branded by said gauger as follows: “For export 
from U. S, A.,” and the tax-paid stamps thereon obliterated. The casks or 
packages shall be inspected and gauged alongside of or on the vessel by 
the gauger designated by said collector, under such rules and regulations 
as the Secretary may prescribe; and on application of the said collector 
it shall be the duty of the surveyor of the port to designate and direct one 
of the customhouse inspectors to superintend such shipment And the 
gauger aforesaid shall make a full return of such inspection and gauging 
in such form as may be prescribed by the Secretary, showing by whom each 
cask of such spirits was distilled, the serial number of the cask, and of 
the tax-paid stamp attached thereto, the proof and quantity of such spirits 
as per the original gauge-mark on each cask, and the quantity in proof 
gallons as per the gauge then made by him. And said gauger shall certify 
on such return that the shipment has been made, in his presence, on board 
the vessel named In the entry for export, which return shall be Indorsed 
by said customhouse inspector certifying that the casks or packages have 
been shipped under his supervision on board said vessel, and the tax-paid 
stamps obliterated; and the said inspector shall make a similar certifi- 
cate to the surveyor of the port, indorsed on or to be attached to the en- 
try in possession of the customhouse. 

A drawback shall be allowed upon distilled spirits on which the tax 
has been paid and exported to foreign countries, under the provisions of 
this section, when exported as herein provided for. The drawback allowed 
shall include the taxes levied and paid upon the distilled spirits exported, 
and the rate of drawback shall be equal to the rate of the internal tax 
paid in respect of the distilled spirits exported, as per last gauge of said 
spirits prior to exportation, and shall be dud and payable only after the 
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proper entries have been made and filed and all other conditions complied 
with as hereinbefore required, and on filing with the Secretary the proper 
claim, accompanied by the certificate of the collector of customs at the 
port of entry where the spirits are entered for export that such spirits 
have been received into his custody and the tax-paid stamps thereon ob- 
literated; and the Secretary shall prescribe such rules and regulations in 
relation thereto as may be necessary to secure the Treasury of the United 
States against frauds. 53 Stat. 338, amended June 25, 1940, 11:45 a. m«, 
E. S. T., c. 419, Title 11, § 213(b), 64 Stat. 626; Mar. 17, 1941, c. 21, 
§ 1, 66 Stat. 44, eff. Peb. 11, 1939; Sept. 20, 1941, 12:15 p. m., E. S. T., 
c. 412, Title V, § 633(3), 55 Stat. 708; Oct, 21, 1942, 4:30 p. E. W. T., 
c. 619, Title VI, § 602(c), 66 Stat. 971; Feb- 25, 1944, 12:49 p. m., E. 
W. T., c. 63, Title III, § 309(a). 68 Stat. 68; Feb. 21, 1950, c. 36, § 6, 
64 Stat. 8. 


Historical Note 


1050 Amendment. Act Feb, 21, 1950, 
amended section by striking out ‘*of 
gauge or wine gallons^' following “the 
number'', and “and wine” following “in 
proof” both in the second par. 

1944 Amendment. Act Feb. 25, 1944. 
amended section by striking out “but 
shall not exceed a rate of $6 per proof- 
gallon” preceding “as per last gauge” in 
second sentence of third par. 

1942 Amendment. Third par. amended 
by Act Oct. 21, 1042, which substituted 
for “$4.” 

1941 Amendment. Second par. amended 
by Joint Hes. Mar. 17, 1941, 

Third par. was amended by Act Sept. 
20, 1941, which substituted “but shall 
not exceed a rate of .$4” for “but shall 
not exceed a rate of $3 (or, In the case 
of brandy, |2.76)”. 

1940 Amondmont. Third par, amended 
by Act Jane 25, 1040, which struck out 
“but shall not exceed a rate of $2.25 (or, 
in the case of brandy, $2)” and inserted 
in li©\i thereof “but shall not exceed a 
rate of $3 (or, in the case of brandy, 
$2,75) ”, 

JCffeetive Bute of 1950 Amiendmcmt. 
Amendment of section by Act Feb. 21, 
1950, as eilcctlvc on the first day of the 
first mouth which begins six months or 
more after Feb. 21, 1950, see not© set 
out under section 2H00 of this title. 


EdTeetive Bate of 1944 Amendment. Act 
Feb. 25, 1944, was made effective on the 
first day of the first month which began 
more than 10 days after the date of the 
enactment of this Act, by section 301 
thereof. 

Efieettve Bate ef 1949 Amendment. 
Act Oct. 21, 1942, was made effective on 
the first day of the first month which 
began more than ten days after Oct. 21, 
1942, 4:30 p. m., E.W.T,, by section 601 
thereof. 

Effective Bate of 1941 Amendments. 
Act Sept. 20, 1941, was made effective on, 
and applicable only with respect to the 
period beginning with Oct 1, 1941, by 
section 530 thereof. 

Section 2 of Joint Bes. Mar. 17, IWl 
rovided that this section as amended 
y said Joint Bes. Mar. IT, 1041 should 
hay© effect as if enacted in the Internal 
Bevenuo Code on Feb. 10, 1939. Section 
a of Act Fob. 10, 1939, c. 2, 63 Stat 1 
provided that, except as otherwise pro- 
vided, this title should take effect on 
Feb. 11, 1939. 

Text of Amendatorr Ibevenu© Aota, 
Complete original text of Bevenu© Acts 
amending this section, 1939 to date, see 
volumes “Title 26— Internal Bevenu© 
Acts”, 

BegislatJve History * For legislative 
history and purpose of Act Feb. 21, 1950, 
see IWO U.S.Code Cong.Servlce, p. l^l. 


§ 25SSS. Trumste of spirits Into tank cars for export 

(a) Roqnltemcnt* Uuclar such regulations as the Commissioner, with 
the approval of the Secretary, may prescribe, alcohol or other distilled 
spirits of a proof strength of not less than one hundred and eighty de- 
grees intended for export free of tax may be drawn from receiving cis- 
terns at any distillery, or from storage tanks in any Internal revenue bond- 
ed warehouse, for transfer to tanks or tank cats for export from the Unit- 
ed States, and all provisions of law relating to the exportation of distilled 
spiritS' not inconsistent herewith shall apply to spirits removed for export 
under the provisions of this section. 

(b) Transfer of duties 

For transfer of pewers 4hd duties of Oommlssienwr and Ms agents, sea secHon SITO. 
63 Stat. 320, ' ' ' ' " ' 
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§ 2889. Allowance for accidental loss or leakage daring transporta- 
tion from warehouse to port of export 

(a) Power of Commissioner. Where spirits are withdrawn from inter- 
nal revenue bonded warehouses for exportation according to law, it shall 
be lawful, under such rules and regulations and limitations as shall be 
prescribed by the Commissioner, with the approval of the Secretary, for 
an allowance to be made for leakage or loss by an unavoidable accident, 
and without any fraud or negligence of the distiller, owner, exporter, car- 
rier, or their agents or employees, occuring i during transportation from 
an internal revenue bonded warehouse to the port of export, nor shall any 
assessment he collected for such loss or leakage. 

(b) Transfer of duties 

Tor transfer of powers and duties of Commissioner and his agents, see section 3170. 
53 Stat. 339. 

1 So in original. Probably should read "occurring.'' 

§ 2890. Remission of tax on spirits accidentally lost 

Where the spirits provided for in the preceding section are covered by a 
valid claim of insurance in excess of the market value thereof, exclusive of 
the tax, the tax upon such spirits shall not be remitted to the extent of 
such excessive insurance. 63 Stat. 340. 

§ 2891. Withdrawal of distilled spirits to mamifacturing bonded 
warehouse 

(a) Authorization. Under such regulations and requirements as to 
stamps, bonds, and other security as shall be prescribed by the Commis- 
sioner, any manufacturer of medicines, preparations, compositions, per- 
fumeries, cosmetics, cordials, and other liquors, for export, manufactur- 
ing the same in a duly constituted manufacturing warehouse, shall be au- 
thorized to withdraw, in original packages, from any internal revenue 
bonded warehouse, so much distilled spirits as he may require for the said 
purpose, without the payment of the internal revenue tax thereon, 

(b) Allowance for loss or leakage. Where spirits are withdrawn from 
internal revenue bonded warehouses for transfer to manufacturing ware- 
houses, under the provisions of this chapter, it shall be lawful, under such 
rules and regulations and limitations as shall be prescribed by the Com- 
missioner, with the approval of the Secretary, for an allowance to be made 
for leakage or loss by any unavoidable accident, and without any fraud 
or negligence of the distiller, owner, exporter, carrier, or their agents or 
employees, occurring during transportation from an internal revenue 
bonded warehouse to a manufacturing warehouse. 

(c) Transfer of duties 

For transfer of powers and duties of Commissioner and his agents, see section 3170. 
63 Stat. 340. 


PART IV.— MISCELLANEOUS PROVISIONS RELATING TO 
DISTILLED SPIRITS 

§ 2900. Bate of withdrawal 

(a) General rule. All distilled spirits entered prior to July 26, 1936, 
for deposit in a distillery, general, or special bonded warehouse, or after 
such date entered for deposit in an internal revenue bonded warehouse, 
shall be withdrawn therefrom within eight years from the date of original 
entry therein, except as provided in subsection (b) of this section. 

(b) Exception. Distilled spirits which on July 26, 1936, are eight 
years of age, or older, and which are in bonded warehouses, may remain 
therein after such date; hut no allowance for loss by leakage or evapora- 
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tion shall be made in the case of such spirits with respect to any period 
after such date: Provided^, That loss allowances for such spirits for the 
period prior to July 26, 1936, shall be made pursuant to the provisions 
of the act of February 6, 1926, c. 143, 43 Stat. 808. 63 Stat. 340. 

§ 25901. lioss allowances 

(a) Extent. No tax shall be collected in respect of distilled spirits 
lost or destroyed while in bond, except that such tax shall be collected — 

(1) Theft. In the case of loss by theft unless the Commissioner shall 
find that the theft occurred without connivance, collusion, fraud, or neg- 
ligence on the part of the distiller, warehouseman, owner, consignor, con- 
signee, bailee, or carrier, or the employees of any of them; and 

(25) Voluntary destruction. In the case of voluntary destruction un- 
less the distilled spirits were unfit for use for beverage purposes and the 
distiller, warehouseman, or other person responsible for the tax, obtained 
the written permission of the Commissioner for such destruction in each 
case. 

(b) Proof of loss. In any case in which spirits are lost or destroyed, 
whether by theft or otherwise, the Commissioner may require the distiller 
or warehouseman or other person responsible for the tax to file a claim 
for relief from the tax and submit proof as to the cause of such loss. 
In every case where it appears that the loss was by theft, the burden shall 
be upon the distiller or warehouseman or other person responsible for the 
tax to establish to the satisfaction of the Commissioner that such loss 
did not occur as the result of connivance, collusion, fraud, or negligence 
on the part of the distiller, warehouseman, owner, consignor, consignee, 
bailee, or carrier, or the employees of any of them. 

(c) Refund of Tax. When, in any case where the tax would not be 
collectible by virtue of subsection (a), but such tax has been paid, the 
Commissioner shall refund such tax. Nothing in section 2901 as hereby 
amended, or as heretofore amended, shall be construed to authorize re- 
fund of the tax where the loss occurred after the tax was paid. 

(d) Insurance coverage. The abatement or refund of taxes provided 
for by subsections (a) and (c) in the case of loss of distilled spirits by 
theft shall only be allowed to the extent that the claimant is not indemni- 
fied against or recompensed for such loss. 

(e) Transfer of duties. For transfer of powers and duties of Commis- 
sioner and his agents, see section 3170. 63 Stat. 340, amended Mar, 17, 

1941, c. 21, § 1, 65 Stat. 46; Apr. S, 1942, o. 226, § 1, 66 Stat. 201; Feb. 
21, 1960, c. 36, § 3, 64 Stat. 7. 


Historical Koto 


Act Feb. 21, 1960, 
amended section generally to seenre re- 
lief from tax on all dlstined 8pirlts lost 
or destroyed In bond without the neces- 
sity of filing a claim, and to provide that 
Commissioner may require the filing of 
claims and satisfactory proof to estab- 
lish that the losses to theft, unauthor- 
ised deductions, or other questionable 
causes, 

IMS Ameudinettt. Act April 8, 1942, 
amended sectiou generally. 

IMI Amendmenii* Subsec, (b) amended 
by Joint Ees, Mar. 7, 1941. 

Bflreetlv# Bate el 19Se Amendwimit* 
Amendment of section by Act Feb. 21, 
I960, as efitectire on the fiirst day of the 
first month which begins six months or 


more after Feb. 21, 1960, see note set ont 
under section 2800 of this titla 

BfTectlve Pate of 1941 Axncndsnent. 
Section 2 of Joint Ees. Mar. 17, 1941 pro- 
vided that this section as amended by 
said Joint Ees, Mar. 17, 1941 should have 
eCfoct as if enacted in the Internal Eeve- 
nue Code on Feb, 10, 1939. Section 3 of 
Act Feb. 10. 1939, c. 2, 53 Btat 1 pro- 
vided that, except as otherwise provided, 
this title should tahe effect on Feb, H, 
1939. 

Clalmi, Jjxumded Section Applicable 
To. Section 4 of Act Feb. 21, 1950, pro- 
vided that : ‘^Bectlott 2901, as amended by 
this Act (Act Feb. 21, I960] shall apply 
to any claim for taxes yrUcU may accrue 
after the effective date of 'this Act. 
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Gaims for taxes or tax penalties that 
accrued on or before the effective date 
of this Act shall be subject to section 
2901 of the Internal Revenue Code as it 
existed prior to its amendment by this 
Act.’» 

Section 2 of Act April 8, 1942, provided: 
“Section 2901(a), (b), (c). and (d), as 
amended by this Act, shall apply to any 
claim for taxes which may accrue after 
the date of enactment of this Act. Claims 
for taxes or tax penalties that accrued on 
or before the date of enactment of this 
Act shall be subject to section 2901 of 
the Internal Revenue Code as it existed 
prior to its amendment by this Act. 
Nothing in section 2901, as hereby amend- 
ed, shall be construed as in any manner 
limiting or restricting the provisions of 
part II, subchapter C, chapter 26, of the 
Internal Revenue Code.” 


§ 2902. Other loss allowances 


Packages Pilled Prom Stoz^ce Tanks. 
Act Aug. 4, 1939, c. 427, 53 Stat. 1202, pro- 
vided “that the Commissioner of Internal 
Revenue, with the approval of the Secre- 
tary of the Treasury, is authorized to 
make allowances for losses by leakage 
and evaporation in accordance with sec- 
tion 2901, Internal Revenue Code, upon 
withdrawal of packages of brandy or 
fruit spirits now deposited in internal- 
revenue bonded warehouses, which were 
filled from storage tanks in bonded ware- 
houses prior to June 26, 1936.” 

Text of Amendatory Revenue Acts. 
Complete original text of Revenue Acts 
amending this section, 1939 to date, see 
volumes “Title 26— Internal Revenue 
Acts”. 

legislative History: For legislative 
history and purpose of Act Feb. 21, 1950. 
see 1950 U.S.Code Cong.Service, p. 1931. 


For other loss allowances, see the following — 

Spirits destroyed in process of manufacture, section 2847. 

Spirits destroyed during transportation from a warehouse to a port or export, see- 

destroyed during transportation from a warehouse to a manufacturing ware- 
house, section 2891(b). 

53 Stat 342. 


§ 2903. Bottling of distilled spirits in bond 

(a) Requirements. Whenever any distilled spirits deposited In the 
internal revenue bonded warehouse have been duly entered, for withdrawal 
for bottling in bond before tax-payment or for export in bond, such spirits 
shall be dumped, gaged, bottled, packed, and cased in the manner which 
the Commissioner, with the approval of the Secretary, shall by regulations 
prescribe. The bottling of distilled spirits in bond shall be conducted in 
a separate portion of such warehouse which shall be set apart and used 
exclusively for that purpose. For convenience in such process any number 
of packages of spirits of the same kind, differing only in proof, but pro- 
duced at the same distillery by the same distiller, may be mingled together 
in a cistern provided for that purpose, but nothing herein shall authorize 
or permit any mingling of different products, or of the same products of 
different distilling seasons, or the addition or subtraction of any sub- 
stance or material or the application of any method or process to alter 
or change in any way the original condition or character of the product 
except as herein authorized. The tax on the distilled spirits bottled in 
bond shall be paid upon the actual quantity of spirits withdrawn from 
bond except as otherwise provided in section 2901 of the Internal Revenue 
Code. 

(b) Stamps for bottles. Every bottle when filled shall have affixed 
thereto and passing over the mouth of the same a stamp denoting the 
quantity of distilled spirits contained therein and evidencing the bottling 
in bond of such spirits under the provisions of this section and sections 
2904 to 2909, inclusive, and of regulations prescribed hereunder. 

(c) Stamp regulations. The Commissioner, with the approval of the 
Secretary, shall prescribe (a) regulations with respect to the time and 
manner of applying for, issuing, affixing, and destroying stamps required 
by this section, the form and denominations of such stamps, applications 
for purchase of the stamps, proof that applicants are entitled to such 
stamps, and the method of accounting for receipts from the sale of such 
stamps, and (b) such other regulations as the Commissioner sh^ll deem 
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necessary for the enforcement of this section and sections 2904 to 290 9-, 
inclusive. 

(d) Stamp supply. Such stamps shall be issued by the Commissioner 
to each collector, upon his requisition in such numbers as may be neces- 
sary in his district, and, upon compliance with the provisions of this sec- 
tion and sections 2904 to 2909, Inclusive, and regulations issued hereun- 
der shall be sold by collectors to persons entitled thereto, at a price of 1 
cent for each stamp, except that in the case of stamps for containers of 
less than one-half pint, the price shall be one-quarter of 1 cent for each 
stamp. 

(e) Unused stamps; exchange, refund, etc. The Commissioner of In- 
ternal Revenue, under regulations prescribed by him and approved by the 
Secretary of the Treasury, may redeem or make allowance for any unused 
case stamp, with all coupon strip stamps attached thereto, issued under 
section 1 of the Act entitled ‘"An Act to allow the bottling of distilled 
spirits in bond’', approved March 3, 1897 (29 Stat. 62 6),i or under said 
section 1, as variously amended, and may redeem or make allowance for 
unused strip stamps issued for bottles of distilled spirits bottled in bond 
under said section 1, as amended by the Act of July 9, 1937 (60 Stat. 
48 7), 2 or under subsection (d) of this section, by exchanging them for 
strip stamps for bottled-in-bond spirits, or by refunding moneys received 
therefor: Provided, That stamps may be exchanged or the value thereof 
refunded only in quantities of the value of $5 or more: And provided 
further, That no claim under this subsection for redemption or allowance 
in respect of case or strip stamps shall be allowed unless presented withiin 
two years after the date on which such case or strip stamps were lawfully 
issued. There are hereby authorized to be appropriated annually, out of 
any money m the Treasury not otherwise appropriated, such sums as may 
be necessary to carry out this provision. 

(f) Marks, brands, and stamps for cases. And there shall be plainly 
burned, embossed, or printed on the side of each case, to be known as the 
Government side, such marks, brands, and stamps to denote the bottling 
in bond of the whisky packed therein as the Commissioner may by regu- 
lations prescribe. 

(g) Trade marks. And no trade-marks shall be put upon any bottle 
unless the real name of the actual bona hde distiller, or the name of the 
individual, Arm, partnership, corporation, or association in whose name 
the spirits were produced and warehoused, shall also be placed conspicu- 
ously on said bottle. 

(h) Transfer of duties. 

For transfer of powers and Unties of Coxnmlsslonor and his agents, see section 3170. 
63 Stat. 342, amended June 24, 1940, c. 416, § 2, 64 Stat 612; Feb. 21, 
1950, c. 36, § 5, 64 Stat 8. 

1 Act Mar. 3, 1897, c. 379, | 1, 29 Stat. 620, from which subsecs, (a), (g) of this sec- 
tion were in part derived, 

2 July 0, 1937, c. 472, 60 Stat. 487, from which snbsecs. (b)-*(d)» (f) of this section 

were derived. 


Historioal Kota 


I960 Ainendiiiemt Subsec. (a) amended 
by Act Feb. 21, 1960, to eliminate the 
provisions for the bottling of distilled 
spirits in bond after tax payment, to 
eUmlnate certain procedural require- 
ments, and to broaden the Commission- 
er’s powm? to prescribe routine proce- 
dures, 

1940 Am«aidwiont. Subsec, (e) added and 
former subsec. <e) relcttfred «) by Act 
June 24, 1940. 


Subsecs, (f) and (g) rclettcred (g) and 
<h), respectively, by Act June 24, 1940. 

directive Hate of 1960 Amendment- 
Amendment of section by Act Feb. 21, 
1950, as eifeetlve on tho irst day of the 
tost month which begins six or 

more after Feb. 21, ITO, see note set out 
under section 2800 of this ‘title. 

Tim© for OWms lor Eefunds. Sec. S 
of Act June- 24, 1940. provided as follows: 
**Kotwlthitandlng the limitations conr- 



§ 2903 liquor-distilled spirits 

tallied In sections 2803(e) and 2903(e) 

Internal Revenue Code, as amended and 
inserted, respectively, l)y this Act, as to 
the time within 'which claims under such 
sections must he presented, claims un- 
der such sections for the exchange of or 
refund for stamps lawfully issued prior 
to the date of enactment of this Act may 
be allowed if presented within two years 
from the date of enactment of this Act." 

§ 2904. Ilegtilatioiis governing bottling in bond 

(a) Requirements. The Commissioner, with the approval of the Sec- 
re tary» may, by regulations, prescribe the mode of separating and secur- 
ing the additional warehouse, or portion of the warehouse required in 
section 2903 to be set apart, the manner in which the business of bottling 
spirits in bond shall be carried on, the notices, bonds, and returns to be 
given and accounts and records to be kept by the persons conducting such 
business, the mode and time of inspection of such spirits, the accounts and 
records to be kept and returns made by the Government officers, and all 
such other matters and things, as in his discretion, he may deem requisite 
for a secure and orderly supervision of said business; and he may also, 
with the approval of the Secretary, prescribe and issue the stamps requir- 
ed. 

The distiller may, in the presence of the storekeeper-gauger, remove by 
straining through cloth, felt, or other like material any charcoal, sediment, 
or other like substance found therein, and may whenever necessary reduce 
such spirits as are withdrawn for bottling purposes by the addition of pure 
Water only to 100 per centum proof for spirits for domestic use, or to not 
less than 80 per centum proof for spirits for export purposes, under such 
rules and regulations as may be prescribed by the Commissioner with the 
approval of the Secretary; but no spirits (except gin for export) shall be 
bottled in bond until they have remained in bond in wooden containers 
for at least four years from the date of original gauge as to fruit brandy, 
or original entry as to all other spirits: Provided, That nothing in this 
subchapter shall authorize the labeling of spirits in bottles contrary to the 
provisions of regulations issued pursuant to the Federal Alcohol Admin- 
istration Act, 49 Stat. 977 (U.S.C., Title 27, c. 8), or any amendment 
thereof. 

(b) Transfer of duties 

For transfer of powers and duties of Commissioner and his agents, see section 3170. 
63 Stat. 343. 

§ 2905. Exportation of spirits bottled in bond 

All distilled spirits Intended for export under the provisions of sections 
2903 to 2909, inclusive, shall be inspected, bottled, cased, weighed, mark- 
ed, labeled, stamped, or sealed in such manner and at such time as the 
Commissioner may prescribe; and the said Commissioner, with the ap- 
proval of the Secretary, may provide such regulations for the transporta- 
tion, entry, reinspection, and lading of such spirits for export as may 
from time to time be deemed necessary; and all provisions of law relating 
to the exportation of distilled spirits in bond, so far as applicable, and all 
penalties therein Imposed, are extended and made applicable to distilled 
spirits bottled for export under the provisions of said sections, but no 
drawback shall be allowed or paid upon any spirits bottled under the pro- 
visions of said, sections. 53 Stat. 344. 

g 2906. Repealed. Feb, 21, 1950, c. S6, § 7, 64 Stat . a 
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Text of Axamdatory Bevemae Acts. 
Complete original text of Bevenue Acta 
amending this section, 1939 to date, see 
volumes "Title 26--Internal Revenue 
Acta". 

I^egislative History: For legislative 
history and purpose of Act Feb. 21, 1950, 
see 1950 U.S.Code Cong. Service, p. 1931. 
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Historical Koto 


EflToctlvo Date. Kepcal of section as 
effective on the first day of the first 
month which beg-ins six months or more 
after Feb 21, 1950, see note set out under 
section 2800 of this title. 

Stopoals. Section 7 of Act Feb. 21, 
1950, c. 36, 64 Stat. 8, provided in part 
that: “All other laws or parts of laws 
in conflict herewith are hereby repealed: 
jpr^vided, however, That nothing con- 
tained herein shall be construed as re- 
pealing any law applying to the collec- 
tion of taxes imposed on distilled spirits 
imported into the United States, except 
alcohol that is imported and deposited 
in an alcohol bonded warehouse pursu- 
ant to section 3125, Internal Revenue 
Uode.” 


Section Prior to Repeal: 

“g 2006. Payiment of tax on dcflcioincT In 
quantity for export 

'‘(a) Requirements. Where, upon in- 
spection at the bonded warehouse in 
which the spirits are bottled as afore- 
said, the quantity so bottled and cased 
fop export is less than the quantity ac- 
tually contained in the distiller’s orig- 
inal casks or packages at the time of 
withdrawal for that purpose the tax on 
the loss or deficiency so ascertained shall 
be paid before the removal of the spirits 
from such warehouse, and the tax so 
paid shall be receipted and accounted 
for by the collector in such manner as 
the Commissioner may prescribe. 

''^(b) Transfer of duties 
•*For transfer of powers and duties of 
Commissioner and his agents, see sec- 
tion 3170. 63 Stat. 344.” 


§ 2907. Repealed. July 22, 1941, c. S14, § S, 55 Stat. 602. 


Historical Koto 


Section Prior to Repeal: 

^*8 2007. OoUootlon of tax if export case# 
are tampered With. 

“Where, upon reinspection at the port 
of entry, any case containing or purport- 
ing to contain distilled spirits for ex- 
port is found to have been opened or 
tampered with, or where any mark, brand, 
stamp, label, or seal placed thereon or 


upon any bottle contained therein has 
been removed, changed, or willfully de- 
faced, or where upon such reinspection 
any loss or discrepancy is found to exist 
as to the contents of any case so entered 
for export, the tax on the spirits con- 
tained in each such case at the time of its 
removal from warehouse shall be col- 
lected and paid. 53 Stat 344.” 


§ 2008. Reus© of stamps or bottles, tamporiu^, and uulawful removal 
Any person who shall reuse any stamp provided under sections 2903 to 
2909, inclusive, after the same shall have been once affixed to a bottle as 
provided therein, or who shall reuse a bottle for the purpose of containing 
distilled spirits which has once been filled and stamped under the provi- 
sions of said sections without removing and destroying the stamp so pre- 
viously affixed to such bottle, or who shall, contrary to the provisions of 
said sections or of the regulations issued thereunder remove or cause to be 
removed from any bonded warehouse any distilled spirits inspected or 
bottled under the provisions of said sections or who shall bottle or case 
any such spirits in violation of said sections or of any regulation issued 
thereunder, or who shall, during the transportation and before the ex- 
portation of any such spirits, open or cause to be opened any ease or bottle 
containing such spirits, or who shall willfully remove, change, or deface 
any stamp, brand, label, or seal affixed to any such case or to any bottle 
contained therein, shall for each such offense be fined not less than $100 
nor more than f 1,000, and be imprisoned not more than two years, In the 
discretion of the court, and such spirits shall be forfeited to the United 
States. 53 Stat S4S. 


§ 2909, Funlshment lor eotmtcrfelttng stamps 

Every person who, with intent to defraud, falsely makes, forges, alters, 
or counterfeits any stamp made or used under any provision of sections 
2903 to 2909, inclusive, or who uses, sells, or has in Ms possession any 
such forged, altered, or counterfeited stamp, or any plat© or die used or 
which may be used in the manufacture thereof, or who shall make, use, 
sell, or have in Ms possession any paper In imitation of tde paper used In 
the manufacture of any stamp reaulred by said sections, shall on convic- 
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tlon be punished by a fine not exceeding $1,000 and by imprisonment at 
hard labor not exceeding five years. 53 Stat. 345. 

§ 2910. Bottling gin in bond for export 

(a) Requirement. Distilled spirits known commercially as gin of not 
less than 80 per centum proof may at any time within eight years after 
entry in bond at any distillery be bottled in bond at such distillery for ex- 
port without the payment of tax, under such rules and regulations as the 
Commissioner, with the approval of the Secretary, may prescribe. 

(b) Transfer of duties 

For transfer of powers and duties of Commissioner and his agents, see section 3170. 
53 Stat, 345. 

§ 2911. Effect on State laws 

Nothing in sections 2903 to 2909, Inclusive, shall be construed to ex- 
empt spirits bottled under the provisions of said sections from the op- 
eration of chapter 728 of the Act of August 8, 1890, 26 Stat. 313, U.S.C., 
Title 27, § 121. 63 Stat. 346. 

§ 2912. Forfeiture of spirits unlawfully removed from distillery or 
warehouse 

All distilled spirits found elsewhere than in a distillery or internal reve- 
nue bonded warehouse, not having been removed therefrom according to 
law, shall be forfeited to the United States. 63 Stat. 346. 

§ 2919. Penalty for unlawful removal or concealment of spirits 

Whenever any person removes, or aids or abets in the removal of, any 
distilled spirits on which the tax has not been paid, to a place other than 
the internal revenue bonded warehouse provided by law, or conceals or 
aids in the concealment of any spirits so removed, or removes, or aids or 
abets in the removal of, any distilled spirits from any such warehouse au- 
thorized by law, in any manner other than is provided by law, or conceals 
or aids in the concealment of any spirits so removed, he shall be liable to 
a penalty of double the tax imposed on such distilled spirits so removed 
or concealed, and shall be fined not less than $200 nor more than $5,000, 
and imprisoned not less than three months nor more than three years. 
63 Stat. 345. 

§ 2914. Penalty on oflacer in charge of warehouse for unlawful re- 
moval of spirits 

(a) Offense. Whenever any storekeeper-gauger or other person In 
the employment of the United States, having charge of a bonded ware- 
house, removes or allows to be removed therefrom any cask or other 
package, or removes or allows to be removed any part of the contents of 
any cask or package deposited therein, otherwise than as provided by law, 
he shall be immediately dismissed from office or employment, and be fined 
not less than $500 nor more than $2,000, and imprisoned not less than 
three months nor more than two years. 

(b) Transfer of duties 

For transfer of powers and duties of Commissioner and his agents, see section 8170. 
53 Stat. 346. 

§ 2915. Storekeeper-gauger’s warehouse book 

(a) Requirements. Every storekeeper-gauger shall keep a warehouse 
book, which shall at all times be open to the examinatiop of any revenue 
officer, and shall enter therein an account of all articles iu the 

warehouse to which he is assigned, indicating in each case the date of de- 
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posit, by whom manufactured or produced, tbe number and description of 
the packages and contents, the quantities therein, the marks and serial 
numbers thereon, and by whom gauged, inspected, or weighed, and if dis- 
tilled spirits, the number of proof gallons, and of taxable gallons; and 
before delivering any article from the warehouse he shall enter in said 
book the date of the permit or order of the collector for the delivery of 
such articles, the number and description of the packages, the marks and 
serial numbers thereon, the date of delivery, to whom delivered, and for 
what purpose, which purpose shall be specified in the permit or order 
for delivery; and in case of delivery of any distilled spirits the number of 
proof gallons, and of taxable gallons, shall also be stated; and such fur- 
ther particulars shall be entered in the warehouse books and may be pre- 
scribed or found necessary for the identification of the packages, to in- 
sure the correct delivery thereof and proper accountability therefor. 

And every storekeeper-gauger shall furnish daily to the collector of the 
district a return of all articles received in and delivered from the ware- 
house during the day preceding that on which the return is made, and 
mail at the same time a copy thereof to the Commissioner, and shall, on 
the first Monday of every month, make a report in duplicate of the num- 
ber of packages of all articles, with the respective descriptions thereof, 
as above provided, which remained in the warehouse at the date of his 
last report, of all articles received therein and delivered therefrom during 
the preceding month, and of articles remaining therein at the end of said 
month. He shall deliver one of these reports to the collector having con- 
trol of the warehouse, to be recorded and filed in his ofBice, and transmit 
one to the Commissioner, to be recorded and filed in his oflace. 

(b) Transfer of duties 

For transfer of powers and duties of Commissioner and his agents, see section 3170. 
53 Stat. 346, amended Peb. 21, 1950, c. 36, § 6, 64 Stat. 8. 

Historioal Hote 

10 J 50 Amendment. IBub«5ec. (a) amcjn<le<l 
by Act Feb. 2X, 1050, which struck out 
‘^of gauge or wine gallons/* and “gauge 
or wine gallons, or". 

of 1050 Amendment. 

Amendment of section by Act Feb, 21, 

1050, as effective on the llrst day of the 
first month which begins six months or 
more after Feb. 21, 1030, see note set out 
under section 2800 of this title. 

§ Bemoval for denaturation or destruction of distillates cou- 

taiuiug aldehydes or fusel oil 

(a) Power of Cbmmlssiouer^ Under rules and regulations to be pre- 
scribed by the Commissioner, with the approval of the Secretary, distillers 
may collect, in locked tanks, distillates containing one-half of 1 per centum 
or more of aldehydes or 1 per centum or more of fusel oil (heads and 
tails) removed in the course of distillation. The distillates so collected 
may, under regulations proscribed by the Commissioner, with the approval 
of the Secretary, be removed from such distillery for denaturation or be 
destroyed in the manner prescribed by the Commissioner, under the su- 
pervision of an internal reveuue officer to be designated by the Commis- 
sioner, and when so denatured or destroyed shall not be subject to the tax 
imposed by law, upon distilled spirits. Such, distillates so collected in 
fruit brandy distilleries may, under regulations to be prescribed by, the 
Commissioner, with the approval of the Secretary, be drawn into approved 
casks, barrels, or other oontainers and stored In the brandy 'deposit room 
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of the fruit brandy distillery where produced pending removal for de* 
naturation or destruction, 

(b) Transfer of duties 

For transfer of powers and duties of Commissioner and Ms agents, see section 3170. 
53 Stat. 34$. 


SUBCHAPTEE B. — ^WINES 

§ SOSO. Tax on wines 

(a) Kate 

(1) Still wines 

(A) Imposition. Upon all still wines, including vermouth, and all 
artificial or imitation wines or compounds sold as still wine, produced 
in or imported into the XTnited States on or after the effective date of sec- 
tion 452(a) of the Revenue Act of 1961, or which on such date were on 
any winery premises or other bonded premises or in transit thereto or at 
any custom house, there shall be levied, collected, and paid taxes at rates 
as follows, when sold, or removed for consumption or sale: 

On wines containing not more than 14 per centum of absolute alcohoh 
17 cents per wine-gallon, the per centum of alcohol under this section 
to be reckoned by volume and not by weight, except that on and after 
April 1, 1955, the rate shall be 15 cents per wine-gallon; 

On wines containing more than 14 per centum and not exceeding 21 
per centum of absolute alcohol, 67 cents per wine-gallon, except that on 
and after April 1, 1955, the rate shall be 60 cents per wine-gallon; 

On wines containing more than 21 per centum and not exceeding 24 
per centum of absolute alcohol, $2.25 per wine-gallon, except that on and 
after April 1, 1956, the rate shall be $2 per wine-gallon; 

All such wines containing more than 24 per centum of absolute alcohol 
by volume shall be classed as distilled spirits and shall pay tax accord- 
ingly. 

Any such wines may, under such regulations as the Commissioner may 
prescribe, with the approval of the Secretary, be sold or removed tax- 
free for the manufacture of vinegar, or for the production of dealcoholized 
wines containing less than one-half of 1 per centum of alcohol by volume. 

The taxes imposed by this subparagraph (A) of this paragraph shall 
not apply to dealcoholized wines containing less than one-half of 1 per 
centum of alcohol by volume; nor, subject to regulations prescribed by 
the Commissioner, with the approval of the Secretary, to wines produced 
for the family use of the duly registered producer thereof and not sold or 
otherwise removed from the place of manufacture and not exceeding in 
any case two hundred gallons per year, 

(B) Cross reference 

For transfer of powers and duties of Commissioner and his agents, see section 8170. 

(2) Sparkling wines, Uqneurs, and cordials. Upon the following arti- 
cles which are produced in or imported Into the United States, on or 
after the effective date of section 452(a) of the Revenue Act of 1951, 
or which on such date, are on any winery premises or other bonded 
premises or in transit thereto or at any customhouse, there shall be levied, 
collected, and paid, in lieu of the internal-revenue taxes imposed thereon 
by law prior to such date, taxes at rates as follows, when sold, or removed 
for consumption or sale: 

On each bottle or other container of champagne or sparkling wine, 17 
cents on each one-half pint or fraction thereof, except that on and after 
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April 1, 1965, the rate shall be 16 cents on each one-half pint or fraction 
thereof ; 

On each bottle or other container of artificially carbonated wine, 12 
cents on each one-half pint or fraction thereof, except that on and after 
April 1, 1955, the rate shall be 10 cents on each one-half pint or fraction 
thereof; 

On each bottle or other container of liqueurs, cordials, or similar com- 
pounds, by whatever name sold or offered for sale, containing sweet wine, 
citrus-fruit wine, peach wine, cherry wine, berry wine, apricot wine, prune 
wine, plum wine, pear wine, pawpaw wines, papaya wines, pineapple 
wines, cantaloup wines, or apple wine, fortified, respectively, with grape 
brandy, citrus-fruit brandy, peach brandy, cherry brandy, berry brandy, 
apricot brandy, prune brandy, plum brandy, pear brandy, pawpaw brandy, 
papaya brandy, pineapple brandy, cantaloup brandy, or apple brandy, 6 
cents on each one-half pint or fraction thereof. 

Any of the foregoing articles containing more than 24 per centum of 
absolute alcohol by volume (except vermouth, liqueurs, cordials, and 
similar compounds made in rectifying plants and containing tax-paid 
sweet wine, citrus-fruit wine, peach wine, cherry wine, berry wine, apri- 
cot wine, prune wine, plum wine, pear wine, pawpaw wines, papaya wines, 
pineapple wines, cantaloup wines, or apple wine, fortified, respectively, 
with grape brandy, citrus-fruit brandy, peach brandy, cherry brandy, berry 
brandy, apricot brandy, prune brandy, plum brandy, pear brandy, pawpaw 
brandy, papaya brandy, pineapple brandy, cantaloup brandy, or apple 
brandy) shall be classed as distilled spirits and shall be taxed accordingly. 

The Commissioner, under regulations prescribed by him, with the ap- 
proval of the Secretary, is authorized to remit, refund, and pay back the 
amount of all taxes on such liqueurs, cordials, and similar compounds 
paid by or assessed against rectifiers at the distilled spirits rate prior to 
June 26, 1936. 

(S) Cross references 

Wox tax on the following se© the sections enumerated below; 

Eectlfled winoa, section 2S00(a) (5) ; 

Wine, spirits or grape brandy used In fortifying, section 3031; 

Withdrawal of wine spirits for fortification, section 8033, 

(b) X^ayment 

it) Stamp. The taxes imposed by paragraphs (1) and (2) of sub- 
section (a) shall be paid by stamp on removal of the wines from the 
customhouse, winery, or other bonded place of storage for consumption 
or sale. 

The Commissioner may, under regulations prescribed by him with the 
approval of the Secretary, issue stamps for restamping packages of wines 
which have been duly stamped but from which the stamps have been lost 
or destroyed by unavoidable accident. 

(2) Assessment. The collection of the tax on imported still wines, 
Including vermouth, and sparkling wines. Including champagne, and on 
imported liqueurs, cordials, and similar compounds, may be made within 
the discretion of the Commissioner, with the approval of the Secretary, 
by assessment instead of by stamps. 

(S) Transfer of duties 

For transfer of powers and duties of Commissioner and Ms agents, section 3170. 
E3 Stat. S47, amended June 24, 1940, e. 417, §§ 1, 2, 64 Stat 513, 514, 
6ff. July 1, 1940; Sept. 20, 1941, 12:16 p. m„ K. S. T., c. 412, Title T, 
§ 634(a, b), 65 Stat 709; Apr. 20, 1942, c. 244, § 1(c), 66 Stat 213; 
Oct 21, 1942, 4:S0 p* m*, B. W. T., c, 619, Title VI* § 604(a, b), 66 Stat 
978; Oct 20, 1961, 2:07 p. m., S, T., c. 621, Title IV, | 452(a), 66 
Stat 526; Mar. 31, 1964, c. 126, TitlO VI, § 601(a) (3), (4), 68 Stat 46. 

T. uh c.s.aA.— 60 785 
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Historical Note 

Betereaces in Text. SectioE “452(a) of 


the Revenue Act of 1951“, referred to in 
subsecs, (a) (1) (A) and (a) (2), first 
par., is section 452(a) of Act Oct. 20, 1951, 
which amended subsecs, (a) (1) (A) and 
(a) (2) of this section as described in 
notes hereunder. For effective date of 
such amendments, see note under section 
1650 of this title. 

1954 Anaendjneont. Subsec. (a) (1) (A) 
amended by Act Mar. 31, 1954, S 601(a) 
(3), which in second par substituted 
“April 1, 1955*’ for “April 1, 1954”. 

Sub sec. (a) (2) amended by Act Mar. 
SI, 1954, I 601(a) (4), which in second 
and third pars, substituted “April 1, 
1955“ for “April 1, 1954”. 

1951 Amendcnent. Sub sec. (a) (1) (A) 
amended by Act Oct. 20, 1951, § 452(a) 
(1), which (1) increased tax rates per 
wine-gallon as follows: in second par., 
from 10 cents to IT cents; in third par., 
from 40 cents to 67 cents; and in fourth 
par., from $1.00 to $2.25; and (2) added 
the provisions to each such par. specify- 
ing the rates to be applicable on and 
after April 1, 1954. 

Sub sec, (a) (2) amended by Act Oct. 
20, 1951, § 452(a) (2), which (1) in first 
par., substituted “on or after • ♦ ♦ 
on such date” in lieu of “after June 30, 

1940, or which on July 1, 1940”; (2) in- 
creased tax rates per one-half pint or 
fraction thereof as follows : in second 
par., from 10 cents to 17 cents; in third 
and fourth pars., from 6 cents to 12 
cents; and (3) added the provisions to 
second, third and fourth pars, specifying 
the rates to be applicable on and after 
April 1, 1954. 

1943 Amendment. Sub sec. (a), pars. 

(1) (A) and (2), amended by Act Oct. 21, 
1942, which substituted “10”, “40”, “1 00”, 
“10“ and “5“, for “8”, “30”, “65 cents”, 
“7“ and “3%” respectively. 

Subsec. (a) (2) amended by Act April 
20, 1942, which Inserted matter relating 
to pawpaw, papaya, pineapple, and can- 
taloup wines and brandies. Said Act 
purported to insert the provisions con- 
cerning the wines of such fruit after the 
words “pear wines” wherever they oc- 
cur, whereas the words in subsec. (a) 

(2) read “pear wine”. 

1941 AmendnKMut. Sub secs, (a) (1) (A) 
and (a) (2) amended by Act Sept. 20, 

1941, § 634(a), (b), respectively, which 
increased rates. 

1940 Amendment. Subsec. (a) (1) (A) 
amended by Act June 24, 1940. 

Sub sec. (a) (2) amended by Act June 
24, 1940. 

Effective Date of 1951 Amendunent. 
Amendments of this section by Act Oct. 
20, 1951, as effective on the first day of 
the first month which begins more than 
10 days after Oct. 20, 1951, see note un- 
der section 1650 of this title. 


EffectiTe Bate of 1042 Amendment. Act 
Oct. 21, 1^, was made effective on the 
first day of the first month which began 
more than ten days after Oct. 21, 1942, 
4:30 p. m., E.W.T., by section 601 thereof. 

Effective Date of 1941 Amendment. 
Act Sept 20, 1941, was made effective on, 
and applicable only with respect to the 
period beginning with Oct. 1, 1941, by 
section 536 thereof. 

Effective Bate of 1940 Amendment. 
Sections 1 and 2 of Act June 24, 1940, also 
provided that the amendments of eub- 
secs, (a) and (b) of this section should 
be effective as of July 1, 1940. 

Tax Refunds on Wines Brought In 
from Foreign; Trade Zones after April 
1 , 1964. Tax credits or refunds on wines 
brought in from foreign trade zones on 
or after April 1, 1954, see note under sec- 
tion 2000 of this title. 

Wines in Foreign Trade Zones at Time 
of Tar Increase. Collection of all taxes 
on wines which were in foreign trade 
zones at time of effective date of tax in- 
crease made by Act Oct. 20, 1951, and 
subsequently received in customs terri- 
tory of United States, see note under sec- 
tion 2000 of this title. 

Tax and Customs Duties Refunds on 
Spirits Rost In Floods of l^L, Tax and 
customs duties refunds on spirits lost in 
floods of 1951, see note under section 
2800 of this title. 

Proprietor’s Claim to Credit for Cer- 
tain Wines. Sections 4 and 5 of Act June 
24, 1940, provided as follows: 

“Sec. 4. Upon the filing of a claim 
therefor by the proprietor of any bond- 
ed winery or bonded storeroom in which 
there was stored on June 30, 1940, or to 
which there was in transit on that date, 
wine lawfully fortified with brandy or 
wine spirits, and containing more than 
14 per centum of absolute alcohol by 
volume, and not exceeding 24 per centum 
of absolute alcohol by volume, the Com- 
missioner of Internal Revenue is author- 
ized to issue to such proprietor suitable 
documents entitling such proprietor to a 
credit of 5 cents per gallon in respect of 
each gallon of such fortified win© which 
the Commissioner shall find was on such 
proprietor’s bonded winery or bonded 
storeroom premises on June 30, 1940, or 
in transit thereto. The amount of such 
credit shall be allowed in whole or in part 
In the purchase of win© stamps. The 
claim shall be supported by an inven- 
tory, prepared, and filed by th© proprie- 
tor in such form and manner as the Com- 
missioner of Internal Revenue shall pre- 
scribe by regulations, approved by the 
Secretary of the Treasury, and by such 
other proof as th© Commissioner may 
from time to time require. Th© afore- 
said credit to th© proprietor may bo 
transferred by the proprietor to whom 
Issued to the proprietor of any other 
bonded winery or bonded storeroom. All 
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claims Tinder this section must be filed 
on or before October 1, 1040. 

‘*Sec. 5. The Commissioner of Inter- 
nal Revenue, with the approval of the 
Secretary of the Treasury, shall pre- 
scribe and publish all needful rules and 
reg’ulations for the enforcement of this 
Act [section 3030(a), 3031 (a) of Internal 
Revenue Code] " 

Treaty Obligations. Section 616 of Act 
Oct. 20, 1961, provided that: “No amend- 
ment made by this Act [Act Oct. 20, 1951] 


shall apply In any case where Its appli- 
cation would be contrary to any treaty 
obligation of the United States.” 

Text of Amendatory Bevenue Acts. 
Complete original text of Revenue Acts 
amending this section, 1939 to date, see 
volumes “Title 26-~Internal Revenue 
Acta”. 

legislative History; For legislative 
history and purpose of Act Mar. 31, 1954, 
see 1964 U.S.Code Cong, and Adm.News, 
p. 2055. 


§ 30S1. Tax on brandy or spirits used in fortification 
(a) Withdrawal of spirits for fortification. Under such regulations 
and oiRcial supervision and upon the giving of such notices and entries as 
the Commissioner, with the approval of the Secretary, may prescribe, any 
producer of wines defined under the provisions of this subchapter may 
withdraw from any fruit distillery or internal revenue bonded warehouse 
grape brandy (hereafter in this section included in the term “brandy”"), 
or wine spirits, for the fortification of such wines on the premises where 
actually made, and any producer of citrus-fruit wines, peach wines, cherry 
wines, berry wines, apricot wines, prune wines, plum wines, pear wines, 
pawpaw wines, papaya wines, pineapple wines, cantaloup wines, or apple 
wines (hereafter in this section included in the term “wines”) may simi- 
larly withdraw citrus-fruit brandy, peach brandy, cherry brandy, berry 
brandy, apricot brandy, prune brandy, plum brandy, pear brand, i paw- 
paw brandy, papaya brandy, pineapple brandy, cantaloup brandy, or apple 
brandy (hereafter in this section included in the term “brandy”) for the 
fortification of wines as set forth in section 3032, Internal Revenue Code, 
on the premises where actually made. The amounts of tax at the rate 
imposed by law on such brandy or wine spirits shall be charged immediate- 
ly upon withdrawal against the producer withdrawing the same: 

That whenever such brandy or win© spirits shall be lawfully used in the 
fortification of wines and accounted for in the manner provided by law 
and regulations, the producer shall be credited In the amount of the in- 
ternal-revenue tax on 80 much of the brandy or wine spirits so withdrawn 
as was so used. Every producer of wines who withdraws such brandy or 
wine spirits shall give bond to fully cover at all times the payment of the 
internal-revenue tax at the rate imposed by law due on such brandy or 
wine spirits, which bond shall be in such form as the Commissioner, with 
the approval of the Secretary, shall, by regulations, prescribe. On and 
after July 1, 1940, the internal-revenue tax on such brandy or wine spirits 
shall be assessed against the producer of such wines who has withdrawn 
brandy or win© spirits for use in the fortification of such wines when such 
brandy or wine spirits are not lawfully used in the fortification of wines, 
or when such brandy or wine spirits are not so accounted for in the manner 
provided by law and regulations as to warrant remission of the tax. The 
maximum penal sum of any bond required by this subchapter for any bond- 
ed winery or bonded storeroom shall be $S0,000. 

Nothing contained in this section shall be construed as exempting any 
wines, cordials, liqueurs, or similar compounds from the payment of any 
tax provided for in this aubclmpter. 

Any such wines may, under such regulations as the Commissioner may 
prescribe, with the approval of the Secretary, be sold or removed tax^ 
free for the manufacture of vinegar, or for the production of deaicoholls- 
ed wines containing less than one-half of I per centum of alcohol by vol- 
ume. ' 

The taxes imposed by this subehapter shall not apply to dealeohoifzed 
wines containing less than one-half of 1 p'er centum of alcohol by volume. 
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(b) lioss allowances 

(1) Xieakage, evaporation, etc* Tlie Commissioner, under rules and 
regulations to be by Mm prescribed with the approval of the Secretary* 
upon the presentation of proof to his satisfaction of the loss by leakage, 
evaporation, theft, or otherwise of brandy or fruit spirits, intended for 
the fortification of wine, from storage tanks in bonded warehouses or from 
steel drums filled therefrom while such drums are in such warehouse, and 
in the fortification room of a bonded winery, not occurring as the result 
of any negligence, connivance, collusion, or fraud on the part of the wine- 
maker or his agents, is hereby authorized to remit or refund the taxes 
assessed or paid upon such lost brandy or fruit spirits: Provided., however. 
That such remission or refund shall be allowed only to the extent that the 
distiller or winemaker is not indemnified or recompensed for such loss. 

(2) Cross references 

For loss allowance in case of grape brandy withdrawn for use in the fortification 
of sweet wines, and which, prior to such use, is accidentally destroyed by fire or 
other casualty, while stored in the fortifying room on the winery premises, see sec- 
tion 2901(b). 

For loss allowance in case of spirits in possession of common carriers, see section 
2901(c). 

53 Stat. 348, amended June 24, 1940, c. 417, § 3, 64 Stat. 514, eff. July 
1, 1940; Apr. 20. 1942, c. 244, § 1(b), 66 Stat. 218. 

1 So in original. Probably should read “brandy”. 


Historical Uoto 


1&42 Amendment. Subsec. (a) amended 
by Act April 20, 1942, which inserted 
matter relating to pawpaw, papaya, pine- 
apple, and cantaloup wines and brandies, 
and also added last sentence of first par. 

1940 Amendment. Subsec. (a) amended 
by Act June 24, 1940. 

FfFoctive Bate of 1940 Amendment. 
Section 3 of Act June 24, 1950, also pro- 


vided that the amendment of subsec. (a) 
of this section should be effective as of 
July 1. 1940. 

Text of Amendatory Revenue Acts. 
Complete original text of Revenue Acts 
amending this section, 1939 to date, see 
volumes “Title 26 — Internal Revenue 
Acts”. 


§ 8032. Fortification of wines 

(a) Pure sweet wines. Any producer of pure sweet wines may use in 
the preparation of such sweet wines, under such regulations and after the 
filing of such notices and bonds, together with the keeping of such records 
and the rendition of such reports as to materials and products as the Com- 
missioner, with the approval of the Secretary, may prescribe, wine spirits 
produced by any duly authorized distiller, and the Commissioner, In deter- 
mining the liability of any distiller of wine spirits to assessment under sec- 
tion 2846, is authorized to allow such distiller credit in his computations 
for the wine spirits withdrawn to be used in fortifying sweet wines under 
this chapter. 

(b) Oitrus-fniit wines* The provisions of this section shall apply to 
the use of citrus-fruit brandy in the preparation of fortified citrus-fruit 
wines in the same manner and to the same extent as such provisions apply 
to the use of wine spirits in the fortification of sweet wines, except that no 
brandy (other than a citrus-fruit brandy) may be used in the fortification 
of citrus-fruit wine and a citrus-fruit brandy prepared from one kind of 
citrus fruit may not be used for the fortification of a citrus-fruit wine 
prepared from another kind of citrus fruit or for the fortification of a 
wine prepared from any fruit other than citrus fruit. 

(c) Fruit wines. The provisions of this section shall apply to the use 
of peach brandy, cherry brandy, berry brandy, apricot brandy, prune 
brandy, plum brandy, pear brandy, pawpaw brandy, papaya brandy, pine- 
apple brandy, cantaloup brandy, and apple brandy, in the preparation, re- 
spectively, of fortified peach wines, cherry wines, berry wines, apricot 
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wines, prune wines, plum wines, pear wines, pawpaw wines, papaya wines, 
pineapple wines, cantaloup wines, and apple wines, in tlie same manner 
and to tlie same extent as such, provisions apply to the use of wine spirits in 
the fortification of sweet wines; except that (1) no brandy other than 
peach brandy may be used in the fortification of peach wine and peach 
brandy may not be used for the fortification of any wine other than peach 
wine, (2) no brandy other than cherry brandy may be used in the fortifi- 
cation of cherry wine and cherry brandy may not be used for the fortifi- 
cation of any wine other than cherry wine, (3) no brandy other than 
berry brandy may be used in the fortification of berry wine and a berry- 
brandy prepared from one kind of berry may not be used for the fortifica- 
tion of a berry wine prepared from another kind of berry or for the forti- 
fication of any wine other than berry wine, (4) no brandy other than 
apricot brandy may be used in the fortification of apricot wine and apricot 
brandy may not be used for the fortification of any wine other than apricot 
wine, (5) no brandy other than prune brandy may be used in the fortifica- 
tion of prune wine and prune brandy may not be used for the fortification 
of any wine other than prune wine, ( 6 ) no brandy other than pear brandy 
may be used in the fortification of pear wine and pear brandy may not be 
used for the fortification of any wine other than pear wine, and (7) no 
brandy other than plum brandy may be used in the fortification of plum 
wine and plum brandy may not be used for the fortification of any wine 
other than plum wine; (8) no brandy other than pawpaw brandy may be 
used in the fortification of pawpaw wines and pawpaw brandy may not be 
used for the fortification of any wine other than pawpaw wines; (9) no 
brandy other than papaya brandy may be used in the fortification of 
papaya wine and papaya brandy may not be used for the fortification of 
any wine other than papaya wine; (10) no brandy other than pineapple 
brandy may be used in the fortification of pineapple wine and pineapple 
brandy may not be used for the fortification of any wine other than pine- 
apple wine; (11) no brandy other than cantaloup brandy may be used 
in the fortification of cantaloup wine and cantaloup brandy may not be 
used for the fortification of any wine other than cantaloup wine; and (12) 
no brandy other than apple brandy may be used in the fortification of ap- 
ple wine and apple brandy may not be used for the fortification of any 
wine other than apple wine. 

(d) IVansfer of duties 

For transfer of powers and duties of Ccwunlssionor and his agents, see section 3170. 

Stat. 360, amended Apr. 20, 1942, c. 244, § 1(d), 66 Stat. 218. 


Histoifioal hfote 


Amendment. Sub sec. (c) amend- 
ed by Act April 20, 1042, which Inserted 
matter relating to pawpaw, papaya, pine- 
apple, and cantaloup brandies and wines; 
renumbered former clause (8) to be (12) ; 
and Inserted new clauses (8) -(11), 


Text of Amendatory Eevenue Acts. 
Complete original text of Eevenue Acts 
amending this section, 1039 to date, see 
volumes “Title 26— Internal Eerenue 
Act8“, 


g BOSS. Witbidrawal of wine spirits 

(a) Begtilations. Under such regulations and official supervision, 
and upon the egiecution of such entries and the giving of such bonds, bills 
of lading, and other security as the Commissioner, with the approval of 
the Secretary, shall prescribe, any producer of pure sweet wines as de- 
fined by section 3086(a) may withdraw wine spirits from any internal 
revenue bonded warehouse in original packages or from any registered dis- 
tillery in any quantity not less than eighty wine gallons* and may us# so 
much of the same as may be bim under such regulations, and 

after the filing of such notices and bonds and the keeping of such records 
and the rendition of such reports as to materials and products and the dis- 
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position of the same as the Commissioner, with the approval of the Secre- 
tary, shall prescribe in fortifying the pure sweet wines made by him, and 
for no other purpose, in accordance with the limitations and provisions 
of this section; and the Commissioner, with the approval of the Secre- 
tary, is authorized whenever he shall deem it to he necessary for the pre- 
vention of violations of this law to prescribe that wine spirits withdrawn 
under this section shall not be used to fortify wines except at a certain 
distance prescribed by him from any distillery, rectifying house, winery, 
or other establishment used for producing or storing distilled spirits, or 
for making or storing wines other than wines which are so fortified, and 
that in the building in which such fortification of wines is practiced no 
wines or spirits other than those permitted by this regulation shall be 
stored in any room or part of the building in which fortification of wines 
is practiced. 

(b) Cross references 

For loss allowance in case of grape brandy withdrawn for use and fortification of 
sweet wines and accidentally destroyed prior to such use, while stored in the fortify- 
ing room on the winery premises, see section 2901 (b). 

For loss allowance in case of spirits in possession of common carriers, see section 
2901(c), 

(c) Transfer of duties 

For transfer of powers and duties of Commissioner and his agents, see section 3170. 
53 Stat. 351. 

§ 30S4. Supervision of fortification of sweet wine 

(a) Use. The use of wine spirits for the fortification of sweet wines 
under this subchapter shall be under the immediate supervision of an 
officer of internal revenue, who shall make returns describing the kind& 
and quantities of wine so fortified, and shall affix such stamps and seals- 
to the packages containing such wines as may be prescribed by the Com- 
missioner, with the approval of the Secretary; and the Commissioner, 
with the approval of the Secretary, shall provide by regulations the time 
within which wines so fortified with the wine spirits so withdrawn may be 
subject to inspection, and for final accounting for the use of such wine 
spirits and for rewarehousing or for payment of the tax on any portion 
of such wine spirits which remain not used In fortifying pure sweet 
wines. 

(b) Transfer of duties 

For transfer of powers and duties of Commissioner and his agents, see section 3170. 
53 Stat. 351. 

§ 3035. Power of Secretary to authorize amelioration and fortifica- 
tion of wine without supervision 

The Secretary may, by regulations, authorize the amelioration of wine- 
by the winemaker and the fortification of wine, without supervision by any 
officer of the United States, whenever he determines that such authoriza- 
tion may be made without danger to the revenue. 63 Stat. 361. 

§ 3036. Wine spirits and pure sweet wine 

(a) Definitions. The wine spirits mentioned in section 3032(a) la- 
the product resulting from the distillation of fermented grape juice, to 
which water may have been added prior to, during, or after fermentation, 
for the sole purpose of facilitating the fermentation and economical dis- 
tillation thereof, and shall be held to include the product from grapes or 
their residues commonly known as grape brandy, and shall Include com- 
mercial grape brandy which may have been colored with burnt suga)^ or 
caramel; and the pure sweet win© which may be fortified with wine spirit^- 
under the provisions of this chapter is fermented or partially fermented 
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^rape juice only, with the usual cellar treatment, and shall contain no 
other substance whatever introduced before, at the time of, or after fer- 
mentation, except as herein expressly provided: Pi'ovided, That the addi- 
tion of pure boiled or condensed grape must or pure crystallized cane 
or beet sugar, or pure dextrose sugar containing, respectively, not less 
than 95 per centum of actual sugar, calculated on a dry basis, or water, 
or any or all of them, to the pure grape juice before fermentation, or 
to the fermented product of such grape juice, or to both, prior to the 
fortification herein provided for, either for the purpose of perfecting 
sweet wines according to commercial standards or for mechanical pur- 
poses, shall not be excluded by the definition of pure sweet wine aforesaid: 
Provided^ hoioever, That the cane or beet sugar, or pure dextrose sugar 
added for sweetening purposes shall not be in excess of 11 per centum 
of the weight of the wine to be fortified: And provided further, That the 
addition of water herein authorized shall be under such regulations as the 
Commissioner, with the approval of the Secretary, may from time to 
time prescribe: Provided, however. That records kept in accordance 
with such regulations as to the percentage of saccharine, acid, alcoholic, 
and added water content of the wine offered for fortification shall be 
open to inspection by any official of the Department of Agriculture thereto 
duly authorized by the Secretary of Agriculture; but in no case shall 
such wines to which water has been added be eligible for fortification under 
the provisions of this chapter, where the same, after fermentation and 
before fortification, have an alcoholic strength of less than 5 per centum of 
their volume. 

(b) Application to citirus-fmit wines. The provisions of this section 
shall apply to the use of citrus-fruit brandy in the preparation of fortified 
citrus-fruit wines in the same manner and to the same extent as such pro- 
visions apply to the use of wine spirits in the fortification of sweet wines, 
except that no brandy (other than a citrus-fruit brandy) may b© used in 
the fortification of citrus-fruit wine and a citrus-fruit brandy prepared 
from on© kind of citrus fruit may not be used for the fortification of a 
citrus-fruit wine prepared from another kind of citrus fruit or for the 
fortification of a wine prepared from any fruit other than citrus fruit. 

(c) Application to fruit wines. The provisions of this section shall 
apply to the use of peach brandy, cherry brandy, berry brandy, apricot 
brandy, prune brandy, plum brandy, pear brandy, pawpaw brandy, papaya 
brandy, pineapple brandy, cantaloup brandy, and apple brandy, in the 
preparation, respectively, of fortified poach wines, cherry wines, berry 
wines, apricot wines, prune wines, plum wines, pear wines, pawpaw wines, 
papaya wines, pineapple wines, cantaloup wines, and apple wines, in the 
same manner and to the same extent as such provisions apply to the use 
of wine spirits in the fortification of sweet wines; except that (1) no 
brandy other than peach brandy may be used in the fortification of peach 
wine and peach brandy may not be used for the fortification of any wine 
other than peach wine, (2) no brandy other than cherry brandy may 
be used in the fortification of cherry wine and cherry brandy may not be 
used for the fortification of any wine other than cherry wine, (3) no 
brandy other than berry brandy may be used in the fortification of berry 
win© and a berry brandy prepared from on© kind of berry may not be 
used for the fortification of a berry wine prepared from another kind of 
berry or for the fortification of any win© other than berry wine, (4) no 
brandy other than apricot brandy may be used in the fortification of apricot 
wine and apricot brandy may not be used for the fortification of any win© 
other than apricot win©^ (5) no brandy other than prune brandy may be 
used in the fortification of prune wine and prune brandy may not be used 
for the fortification of any wine other than prune wine,' (6) np brandy 
nther than pear brandy may be used in the forttfication of pear wine 
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and pear brandy may not be used for tbe fortification of any wine other 
than pear wine, and (7) no brandy other than plum brandy may be used 
in the fortification of plum wine and plum brandy may not be used for the 
fortification of any wine other than plum wine, ( 8 ) no brandy other than 
pawpaw brandy may be used in the fortification of pawpaw wine, and paw- 
paw brandy may not be used for the fortification of any wine other than 
pawpaw wine; (9) no brandy other than papaya brandy may be used in 
the fortification of papaya wine and papaya brandy may not be used for 
the fortification of any wine other than papaya wine ; ( 10 ) no brandy other 
than pineapple brandy may be used in the fortification of pineapple wine, 
and pineapple brandy may not be used for the fortification of any wine 
other than pineapple wine; (11) no brandy other than cantaloup brandy 
may be used in the fortification of cantaloup wine, and cantaloup brandy 
may not be used for the fortification of any wine other than cantaloup 
wine; and (12) no brandy other than apple brandy may be used in the 
fortification of apple wine and apple brandy may not be used for the fortifi- 
cation of any wine other than apple wine. 53 Stat. 352, amended Apn 
20, 1942, c. 244, § 1(e), 66 Stat. 218. 


Historical Note 


1942 Amendment, Snbsec. (c) amended 
by Act April 20, 1942, which inserted 
matter relating to pawpaw, papaya, pine- 
apple, and cantaloup brandies and wines; 
renumbered former clause (8) to be (12) ; 
and inserted new clauses (8) -(11). 


Text of Amendatory Reronno Acts. 
Complete original text of Hevenne Acts 
amending this section, 1939 to date, see 
Tolumes ‘‘Title 2G— Internal Bevenu® 
Acts*’, 


§ 3037. Removal of domestic wines free of tax 

(a) jRegulations. Under such regulations and upon the execution of 
such notices, entries, bonds, and other security as the Commissioner, with 
the approval of the Secretary, may prescribe, domestic wines subject to 
the taxes imposed by section 3030(a), may be removed from the winery 
where produced, free of tax, for storage on other bonded winery or bonded 
storeroom premises, or from such premises to other such bonded premises, 
or for exportation from the United States or for use as distilling material 
at any regularly registered distillery or industrial alcohol plant: Provided, 
however, That the distiller using any such wine as distilling material shall, 
subject to the provisions of section 2846, be held to pay the tax on the 
product of such wines as will include both the alcoholic strength therein 
produced by fermentation and that obtained from the brandy or win© 
spirits added to such wines at the time of fortification: Provided further. 
That suitable samples of brandy or fruit spirits may be withdrawn under 
rules and regulations to be prescribed by the Commissioner, subject to th© 
approval of the Secretary, which samples shall be tax-free if for laboratory 
analysis and tax-paid if for any other use: Provided further, That the Com- 
missioner, under rules and regulations to b© by him prescribed subject to 
the approval of the Secretary, shall remit or refund all fortification 
taxes assessed or paid upon the quantity of fortifying spirits contained in 
wines exported, or which have become unfit for use as wine and are used 
as distilling material. 

(h) Transfer of duties 

For transfer of powers and duties of Couiiaissioner and his agents, see section 3170. 
53 Stat. 363. 


§ 3038. Grape and like wines for tndastrial use 

(a) Begulations. Under regulations prescribed by th© Commissioner 
with the approval of the Secretary, it shall be lawful to produce grape 
wines, citrus-fruit wines, peach wines, cherry wines, berry wines, apricot 
wines, prune wines, plum wines, pear wines, pawpaw wines, papaya wines, 
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pineapple wines, cantaloup wines, and apple wines on bonded winery 
premises by the usual method, and to transport and use the same, and 
like wines heretofore produced and now stored on bonded winery premises, 
as distilling material in any fruit-brandy distillery or industrial-alcohol 
plant. 

(b) Transfer of duties 

For transfer of powers and duties of Commissioner and his agents, see section 3170. 
53 Stat. 363, amended Apr. 20, 1942, c. 244, § 1(g), 66 Stat. 219. 

Historical Note 

194^ Amendment. Snbsec. (a) amended Text of Amendatory BoTenne Acts, 
by Act April 20, 1942, which Inserted Complete original text of Kevenue Acts 
matter relating to pawpaw, papaya, pine- amending this section, 1939 to date, see 
apple, and cantaloup wines. volumes ‘*Title 26— Internal Revenue 

Acts”. 

§ 3039. AUowance for loss dtiiring storage or cellar treatment 

(a) Power of Commissioner- The Commissioner, with the approval of 
the Secretary, is authorized to make such allowances for unavoidable loss 
of wines while on storage or during cellar treatment as in his Judgment 
may be just and proper. 

(b) Transfer of duties 

For transfer of powers and duties of Commissioner and Ws agents, see section 3170. 
53 Stat. 353. 

§ 3040. Kequlrements on producers 

(a) Notice, bonds, and stamps. Every person producing after February 
24, 1919, or having in his possession or under his control on February 24, 
1919, any wines subject to the tax imposed in paragraphs (1) and (2) of 
section 3030(a) shall file such notice, describing the premises on which 
such wines are produced or stored; shall execute a bond in such form; 
shall make such inventories under oath; and shall, prior to sale or removal 
for consumption, affix to each cask, barrel, bottle, or other immediate con- 
tainer, and to each case or other shipping container, of such wine, such 
marks, labels, or stamps as the Commissioner, with the approval of the 
Secretary, may from time to time prescribe as to each; and the premises 
described in such notice shall, for the purpose of this chapter, be regarded 
as bonded promises. 

(b) Transfer of duties 

For transfer of powers and duties of Commissioner and bis agents, see section 3170. 
63 Stat. 354. 

§ 3041. Spirit meters, locks, and seals 

(a) Regulatlous. The Commissioner, by regulations to be approved 
by the Secretary, may require the use at each fruit distillery of such 
spirit meters, and such locks and seals to be affixed to fermenters, tanks, 
or other vessels and to such pipe connections as may in his judgment 
be necessary or expedient. 

(b) Transfer of duties 

For transfer of powers and duties of Commissioner and his agents, see section 8170. 
53 Stat. 364. 

§ S04S9. Asi^gnment of storekeeper^gaugars to fmlt distilleries and 
wineries 

(a) Power of Oommlssiouw. The Commissioner is authorized to as- 
sign to any fruit dlstlUeir to each winery where wines are to be forti- 
ded such number of storekeeper-gaugers as be necessary tor the 
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proper supervision of tlie manufacture of brandy or the mating or for-^ 
tifylng of wines subject to tax imposed by this chapter. 

(b) Transfer of duties 

For transfer of powers and duties of Commissioner and bis agents, see section 31701 
53 Stat. 354. 

§ S04S. Penalties and forfeitures 

(a) Offenses, Whoever evades or attempts to evade any tax Im- 
posed by sections 3030 or 3031, or any requirement of this subchapter, 
or regulation issued pursuant thereto, or whoever, otherwise than as 
provided in this subchapter, recovers or attempts to recover any spirits 
from domestic or imported wine, shall, on conviction, be punished for 
each such offense by a fine of not exceeding $5,00 0, or imprisonment for 
not more than five years, or both, and in addition thereto by a penalty 
of double the tax evaded, or attempted to be evaded, to be assessed and 
collected in the same manner as taxes are assessed and collected, and all 
wines, spirits, liqueurs, cordials, or similar compounds as to which such 
violation occurs shall he forfeited to the United States. But the provisions 
of this section and of section 3254(g) relating to rectification, or other 
internal revenue laws of the United States, shall not be held to apply 
to or prohibit the mixing or blending of wines subject to tax under the 
provisions of sections 3030 or 3031, with each other or with other wines 
for the sole purpose of perfecting such wines according to commercial 
standards, nor to apply to or prohibit the fermentation of grape wine 
retsina with resin on bonded winery premises: Provided,, That nothing 
herein contained shall be construed as prohibiting the use of tax-paid 
grain or other ethyl alcohol in the fortification of sweet wines as defined 
in sections 3036 and 3044. 

(b) Cross references 

For forfeiture of wines in case special tax has not been paid or business of distiller 
is earned on without bond or with intent to defraud the Government of tax, see sec- 
tions 2^3 and 3253. 

For penalty and forfeiture Imposed upon rectifiers and wholesale liquor dealers 
for committing offenses not specifically covered by law, see section 2806(g). 

For penalties and forfeitures for other violations, see section 3173. 

53 Stat. 354, amended July 14, 1947, c. 246, § 1(2), 61 Stat. 320, 


BCis toxical Note 


1947 Amendment. Subsec. (a) amend- 
ed by Act July 14, 1947, which added pro- 
vision to second sentence exempting the 
fermentation of grape wine retsina with 
resin on bonded winery premises. 

Text of Amendatory Revenue Acts. 
Complete original text of Revenue Acts 


amending this section, 1939 to date, see 
volumes *‘Title 26 — Internal Revenue 
Acts’% 

Congressional Comment t For legisla- 
tive history and purpose of Act July 14,. 
1947, see 1947 U.S.Code Cong.Service, p. 
1291. 


§ 8044. Definitions 

(a) Natural wine. Natural wine within the meaning of this subchapter 
shall be deemed to be the product made from the normal alcoholic fer- 
mentation of the juice of sound, ripe grapes, without addition or abstrac- 
tion, except such as may occur in the usual cellar treatment of clarifying 
and aging. 

(b) Wine. The product made from the juice of sound, ripe grapes 
by complete fermentation of the must under proper cellar treatment and 
corrected by the addition (under the supervision of a storekeeper- 
gauger) of a solution of water and pure cane, beet, or dextrose sugar 
(containing, respectively, not less than 95 per centum of actual sugar, 
calculated on a dry basis) to the must or to the wine, to correct natural 
deficiencies, when such addition shall not increase the volume of the re- 
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sultant product more than 35 per centum, and the resultant product does 
not contain less than five parts per thousand of acid before fermentation 
and not more than 13 per centum of alcohol after complete fermentation 
or, if sweetened, after complete fermentation and sweetening, shall be 
deemed to be wine within the meaning of this subchapter, and may be 
labeled, transported, and sold as ''wine," qualified by the name of the 
locality where produced, and may be further qualified by the name of its 
own particular type or variety. 

(c) Sweet wine. Wine as defined in this section may be sweetened 
with cane sugar or beet sugar or pure condensed grape must and fortified 
under the provisions of this subchapter, and wines so sweetened or forti- 
fied shall be considered sweet wine within the meaning of this sub- 
chaptei*. 

(d) Pure sweet wine 

For definition of pure sweet wine, see section 3030 (a). 

63 Stat. 355, amended July 14, 1947, c. 246, § 1(3), 61 Stat. 320. 


Historical Note 


194.7 Amendment. Subsec. (b) amended 
‘by Act July 14, 1947, to allow wines 
which are sweetened to contain not more 
than 13 per centum of alcohol after com- 
plete fermentation and sweetening. 


Text of Amendatory Revenue Acts. 
Comi)letG original text of Eevenue Acts 
amending this section, 1D39 to date, see 
volumes “Title 26 — Internal Revenue 
Acts'', 


§ 3045. Application of natural wino pixivisions to citrus-fruit wines 
and other like wines 

The provisions of the internal revenue laws applicable to natural wine 
shall apply in the same manner and to the same extent to citrus-fruit 
wines, poach wines, cherry wines, berry wines, apricot wines, prune wines, 
plum wines, pear wines, pawpaw wines, papaya wines, pineapple wines, 
•cantaloup wines, and apple wines, which are the products, respectively, 
of normal alcoholic fermentation of the juice of sound ripe (1) citrus- 
fruit (except lemons and limes), (2) peaches, (3) cherries, (4) berries, 
(5) apricots, (6) prunes, (7) plums, (8) pears, (9) pawpaws, (10) pa- 
payas, (11) pineapples, (12) cantaloups, (13) apples, with or without 
the addition of dry cane, beet, or dextrose sugar (containing, respectively, 
not less than 95 per centum of actual sugar, calculated on a dry basis) 
for the purpose of perfecting the product according to standards, but 
without the addition or abstraction of other substances, except as may 
-occur in the usual cellar treatment of clarifying or aging: Provided, That 
in the case of wines produced from loganberries, currants, or gooseberries, 
respectively, having a normal acidity of twenty parts or more per thousand, 
the volume of the resultant product may be increased more than 35 per 
centum but not more than 60 per centum by the addition of sugar and 
water solution under such regulations as the Commissioner of Internal 
Eevenue may prescribe. 63 Stat, 356, amended Apr. 20 , 1942 , c. 244 , 
§ 1(a), 66 Stat, 218; July 14, 1947, o. 246, § 1(4), 61 Stat. 320. 


Historioal Not© 


1CWt7 Art Jtily 14, 1947, 

added proviso rtlailag to wines produced 
from loganberries, currants, or goose- 
berries. 

Amendment, Act April 20, 1942, 
inserted matter relating to pawpaws, pa- 


payas. pineapples, cantaloups, and their 
wines. 

Text of Amendatory Revenue Acts. 
Complete original text of Revenue Acts 
amending this section, 1989 to date, sto 
volumes ‘‘Title 29*«lnteraal Eevenue 
Aef^’% 
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SUBCHAPTBR C. — ^INDUSTRIAL ALCOHOL 
PART I.— PKNATUBATION 

§ 3070. Withdrawal from bond tax free 

(a) FoT industrial use. Domestic alcohol of such degree of proof 
as may he prescribed by the Commissioner, and approved by the Secretary, 
may be withdrawn from bond without the payment of internal revenue 
tax, for use in the arts and industries, and for fuel, light, and power, 
provided said alcohol shall have been mixed in the presence and under 
the direction of an authorized Government officer, after withdrawal from 
the distillery warehouse, with methyl alcohol or other denaturing material 
or materials, or admixture of the same, suitable to the use for which the 
alcohol is withdrawn, but which destroys Its character as a beverage and 
renders it unfit for liquid medicinal purposes; such denaturing to be done 
upon the application of any registered distillery in denaturing bonded 
warehouses specially designated or set apart for denaturing purposes only, 
and under conditions prescribed by the Commissioner with the approval 
of the Secretary. 

The character and quantity of the said denaturing material and the 
conditions upon which said alcohol may be withdrawn free of tax shall 
be prescribed by the Commissioner, who shall, with the approval of the 
Secretary, make all necessary regulations for carrying Into effect the 
provisions of this subsection. 

Distillers, manufacturers, dealers and all other persons furnishing, 
handling or using alcohol withdrawn from bond under the provisions of 
this section shall keep such books and records, execute such bonds and 
render such returns as the Commissioner, with the approval of the Secre- 
tary, may by regulation require. Such books and records shall be open 
at all times to the inspection of any internal revenue officer or agent. 

(b) For use in manufacture of chemicaJs. Notwithstanding anything 
contained In subsection (a), domestic alcohol when suitably denatured 
may be withdrawn from bond without the payment of internal revenue 
tax and used in the manufacture of ether and chloroform and other definite 
chemical substances where said alcohol is changed into some other chem- 
ical substance and does not appear In the finished product as alcohol. 
Rum of not less than one hundred and fifty degrees proof may be with- 
drawn, for denaturation only, in accordance with the provisions of sub- 
section (a). 

(c) Transfer of duties 

For transfer of powers and duties of Commissioner and his agents, see section 317(X 
63 Stat 356. 

§ 3071. Drawing off and transfer of alcohol for denatnratloii 

For provisions relating to the drawing off and transfer of alcohol for denaturation, 
see section 3108(a). 

53 Stat. 356. 

§ 3072. Unlawful ns© or concealment of denatured alcohol 

Any person who withdraws alcohol free of tax under the provisions of 
section 3070(a) and regulations made in pursuance thereof, and who 
removes or conceals same, or is concerned in removing, depositing or con- 
cealing same for the purpose of preventing the same from being denatured 
under governmental supervision, and any person who uses alcohol with- 
drawn from bond under the provisions of said section for manufacturing 
any beverage or liquid medicinal preparation, or knowingly sells any 
beverage or liquid medicinal preparation made in whole or in part from 
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such alcohol, or knowingly Tiolates any of the provisions of section 3070(a) 
or 3073, or (except as provided in section 3073) who shall recover or 
attempt to recover by redistillation or by any other process or means, any 
alcohol rendered unfit for beverage or liquid medicinal purposes under the 
provisions of section 3070(a), or who knowingly uses, sells, conceals, or 
otherwise disposes of alcohol so recovered or redistilled, shall on con- 
viction of each offense be fined not more than $5,000, or be imprisoned 
not more than five years, or both, and shall, in addition, forfeit to the 
United States all personal property used in connection with his business, 
together with the buildings and lots or parcels of ground constituting the 
premises on which said unlawful acts are performed or permitted to be 
performed. 53 Stat. 357. 

§ S073. Recovery of spirits for reuse in maaufacture 

(a) Regulations. Manufacturers employing processes in which alcohol, 
used free of tax under the provisions of section 3070(a), is expressed 
or evaporated from the articles manufactured, shall be permitted to recover 
such alcohol and to have such alcohol restored to a condition suitable 
solely for reuse in manufacturing processes under such regulations as 
the Commissioner, with the approval of the Secretary, shall prescribe. 

(b) Transfer of duties 

For transfer of powers and duties of Oommlssioner and his agents, see section 3170. 
63 Stat, 367. 

§ 8074. Sale of abandoned spirits for denaturatlon without collection < 
of tax 

(a) Regulations. Notwithstanding the provisions of section 2805(b) 
of this chapter, any distilled spirits abandoned to the United States may 
be sold, in such cases as the Commissioner may by regulation provide, to- 
the proprietor of any industrial alcohol plant for denaturatlon, or re- 
distillation and denaturatlon, without the payment of the Internal-revenue 
tax thereon. 

(b) Transfer of duties 

For transfer of powers and duties of ComndsBioner and Ms agents, see section 8170. 
68 Stat 367. 


PABT AbCOHOU PIJiNTS 

§ 8100. 3E3stablishment Of hidiistrial alcohol plants 

(a) Requirements. Any person establishing a plant for the produc- 
tion of industrial alcohol shall, before operation, make application to* 
the Commissioner for registration of his plant, file bond, and receive per- 
mit for the operation of such plant. 

(b) Transfer of duties 

For transfer of powers and duties of Commissioner and Ms agents, see section 3170. 
63 Stat 357. 

§ 83.01. Bstabllshment of industrial alcohol warehousess 

(a) Bequlremmts* Warehouses for the storage and distribution of 
alcohol may be established upon filing of application and bond, and 
Issuance of permit at such places, either In connection with the manufac- 
turing plant or elsewhere, as the Commissioner may deterihlne; and 
the entry and storage of alcohol therein, and the withdrawals of alcohol 
therefrom shall be madd In such containers and by such means as the 
Commissioner by regulation may prescribe, Rermanent tanks and other 
structures located on the Industrial alcohol plant premises and approved! 
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by the Commissioner, shall be deemed to be warehouses within the mean- 
ing of this section. 

(b) Transfer of duties 

For transfer of powers and duties of Commissioner and his agents, see section 3im 
53 Stat. 357. 

§ S102. Establishment of denaturing plants 

Upon the filing of application and bond and issuance of Permit de- 
naturing plants naay be established upon the premises of any industria 
alcohol plant, or elsewhere, and shall be used exclusively for the denatur- 
ation of alcohol by the admixture of such denaturing materials as shall 
render the alcohol, or any compound in which it is authorized to he used, 
unfit for use as an intoxicating beverage. 53 Stat. 357. 

§ 8103. Exeanption of industrial alcohol plants and warehouses from 
certain laws 

Industrial alcohol plants and bonded warehouses established under the 
provisions of this part shall be exempt from the provisions of sections 
3154, 3244, 3258, 3259, 3260, 3263, 3264, 3266, 3267, 3268, 3269, 3271, 

3273, 3274, 3275, 3279, 3280, 3283, 3284, 3285, 3286, 3287, 3288, 3289, 

3290, 3291, 3292, 3293, 3294, 3295, 3302, 3303, 3307, 3308, 3309, 3310, 

3311, 3312, 3313, 3314, and 3327 of the Revised Statutes; sections 48 to 

60, inclusive, and sections 62 and 67 of the act of August 27, 1894 
(Twenty-eighth Statutes, pages 563 to 568), as such sections existed on 
October 28, 1919, and from such other provisions of laws existing on 
October 28, 1919, relating to distilleries and bonded warehouses as may, 
by regulations, be declared inapplicable to industrial alcohol plants and 
bonded warehouses established under this subchapter. 

Regulations may be made embodying any provision of the sections above 
enumerated. 53 Stat, 357. 

§ 8104. Withdrawal of fermented liquors to industrial alcohol plants 

(a) Requirements. Fermented liquors may be conveyed without pay- 
ment of tax from the brewery premises where produced to a contiguous 
industrial alcohol plant, to be used as distilling material, and the residue 
from such distillation, containing less than one-half of 1 per centum of 
alcohol by volume, which is to be used in making beverages, may be 
manipulated by cooling, flavoring, carbonating, settling, and filtering on 
the distillery premises or elsewhere. 

The removal of the taxable fermented liquor from the brewery to 
the distillery and the operation of the distillery and removal of the residue 
therefrom shall be under the supervision of such officer or officers as 
the Commissioner shall deem proper, and the Commissioner, with the 
approval of the Secretary, is hereby authorized to make such regula- 
tions from time to time as may be necessary to give force and effect to 
this section and to safeguard the revenue. 

(b) Transfer of duties 

For transfer of powers and duties of Commissioner and kls agents, see section 3170. 
63 Stat. 358. 

§ 8105. Regulations for establishing, bonding, and operation of 
plants and warehouses 

(a) Requirements. The Commissioner shall from time to time issue 
regulations respecting the establishment, bonding, and operation of indus- 
trial alcohol plants, denaturing plants, and bonded warehouses authorized 
herein, and the distribution, sale, export, and use of alcohol which may 
he necessary, advisable, or proper, to secure the revenue, to pretent 
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diversion of the alcohol to illegal uses, and to place the nonbeverage 
alcohol industry and other industries using such alcohol as a chemical raw 
material or for other lawful purpose upon the highest possible plane of 
scientific and commercial efficiency consistent with the interests of the 
Government, and which shall insure an ample supply of such alcohol and 
promote its use in scientific research and the development of fuels, dyes, 
and other lawful products. 

(b) Transfer of duties 

For transfer of powers and duties of Commissioner and his agents, see section 3170. 
53 Stat. 358. 

§ S106. Production, use, or sale of alcohol 

(a) Requirements. Alcohol may be produced at any industrial alcohol' 
plant established under the provisions of this part, from any raw materials 
or by any processes suitable for the production of alcohol, and, under regu- 
lations, may be used at any industrial alcohol plant or bonded ware- 
house or sold or disposed of for any lawful purpose, as in this part 
provided. 

(b) Transfer of duties 

For transfer of powers and duties of Commissioner and his agents, see section 3170. 
53 Stat. 358. 

§ 3107. Transfer of alcohol to other plants or warehouses 

Alcohol produced at any registered industrial alcohol plant or stored in 
any bonded warehouse may be transferred under regulations to any 
other rogisterod Industrial alcohol plant or bonded warehouse for any 
lawful purpose. 63 Stat. 869. 

§ 3108. Withdrawal of alcohol tax-free 

(a) For denatm’ation. Alcohol produced at any industrial alcohol' 
plant or stored in any bonded warehouse may, under regulations, be with- 
drawn tax free as provided by existing law from such plant or ware- 
house for transfer to any denaturing plant for denaturation, or may, 
under regulations, before or after denaturation, be removed from any 
such plant or warehouse for any lawful tax-free purpose. 

(b) For ns© by Federal or Stat© agencies. Alcohol may b© withdrawn, 
under regulations, from any Industrial plant or bonded warehouse tax. 
free by the United States or any governmental agency thereof, or by the 
several States and Territories or any municipal subdivision thereof or by 
the District of Columbia. 

(c) For ns© in research, hospitals, or charitable clinics. Alcohol may 
be withdrawn, under regulations, from any industrial plant or bonded 
warehouse tax free for the use of any scientific university or college of 
learning, any laboratory for use exclusively In scientific research, or for 
us© in any hospital or sanitarium, or for the use of any clinic operated for 
charity and not for profit, including use in the compounding of bona fid© 
medicines for treatment outside of such clinics of patients thereof, but 
not for sale. 

(d) Oondltloxis of exemptions. But any person permitted to obtain, 
alcohol tax free, except the United States and the several States and 
Territories and subdivisions thereof,, and the District of Columbia, shall 
first apply for and secure a permit to purchase the same and giv© the- 
bonds prescribed under section 3114, but alcohol withdrawn for non- 
beverage purposes for use of the Unlte4 States and the several States, 
Territorial and subdivisions thereof, and the District of Coldmbia may- 
be purchased md withdrawn subject only .to such regulations as 

be prescribed. 
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(e) Transfer of duties 

For transfer of powers and duties of Commissioner and his agents, see section 3170. 
53 Stat. 359. 

§ S109, Sale of denatured alcohol tax-free 

Alcohol lawfully’ denatured may, under regulations, he sold free of 
tax either for domestic use or for export. 53 Stat. 359. 


§ 3110. BjjstiHed vinegar 

Nothing in this part shall be construed to reciulre manufacturers of 
distilled vinegar to raise the proof of any alcohol used in such manu- 
facture or to denature the same. 53 Stat. 359. 

§ 3111. Taxability of denatured alcohol or articles produced, trans- 
ferred, used, or sold in violation of law or regulations 

Any person who shall produce, withdraw, sell, transport, or use de- 
natured alcohol, denatured rum, or articles in violation of laws or regu- 
lations now or hereafter in force pertaining thereto, and all such dena- 
tured alcohol, denatured rum, or articles shall be subject to all provisions 
of law pertaining to alcohol that is not denatured, including those re- 
quiring the payment of tax thereon; and the person so producing, with- 
drawing, selling, transporting, or using the denatured alcohol, denatured 
rum, or articles shall be required to pay such tax. 63 StaL 369. 


§ 3113. Tax on alcohol 

(a) Time of attachment and lien. Any tax imposed by law upon alcohol 
shall attach to such alcohol as soon as it is in existence as such, and all 
proprietors of Industrial alcohol plants and bonded warehouses shall 
be jointly and severally liable for any and all taxes on any and all alcohol 
produced thereat or stored therein. Such taxes shall be a first lien on 
such alcohol and the premises and plant in which such alcohol is pro- 
duced or stored, together with all improvements and appurtenances there- 
unto belonging or in any wise appertaining. 

(b) Payment of tax. The provisions of section 2800(a) (1) (A) and 
(B) relating to the tax payment of distilled spirits by stamp and to the 
penalty and forfeiture provisions applicable to the violations therein set 
forth shall, so far as applicable, extend to and Include the tax payment of 
alcohol produced in the United States or imported in accordance with the 
provisions of section 3126. 53 Stat 360, amended Feb. 21, 1960, c. 36, 
§ 8, 64 Stat 8. 

Historical Note 


1950 Amendmeat. Subsec, (b) amended 
by Act Feb. 31, 1950, to extend the pro- 
Tisions of section 38Ck)(a) (1) (A), (B) to 
alcohol produced in the United States 
or imported tinder section 3125, insofar 
as they relate to the tax payment of dis- 
tilled spirits by stamp and to the ap- 
plicable penalty and forfeiture provi- 
sions. 

Elective 3>ftte of 1960 Amondiaent. 
Amendment of section by Act Feb. 21, 
1950, as effective on the first day of the 


first month which begins six months 
or more alter Feb. 21, i960, see note set 
out under section 2800 of this title. 

Text of Amendatory Bevenne Acts. 
Complete original text of Bevenue Acts 
amending this section, 1930 to date, see 
volumes ''Title 20 — Internal Bevenue 
Acts". 

X^egislative History: For leglslatlTe 
history and purpose of Act Feb. 21, 1950, 
see 1950 U.S.Code Cong.Service, p, 1931. 


§ 3113. Kefuud of tax on alcohol for loss or lealfage 
(a) Requirements. Whenever any alcohol Is lost by evaporation or 
other shrinkage, leakage, casualty, or unavoidable cause during dlstillar 
tion, redistillation, denaturation, withdrawal, piping, shipment, ware- 
housing, storage, packing, transfer, or recovery, of any such alcohol th© 
Commissioner may remit or refund any tax incurred under existing law 
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upon sucli alcohol, provided he is satisfied that the alcohol has not been 
diverted to any illegal use: Provided, also. That such allowance shall not 
be granted if the person claiming same is indemnified against such loss 
by a valid claim of insurance, 

(b) Transfer of duties 

For transfer of powers and duties of Conmiissioiier and his agents, see section 3im 
63 Stat. 360. 

§ SI 14. Alcohol permits 

(a) Reqtiirements. No one shall manufacture alcohol, procure it tax 
free, denature it, deal in or use specially denatured alcohol, recover com- 
pletely or specially denatured alcohol, or transport specially denatured or 
tax-free alcohol, without first obtaining a permit from the Commissioner 
so to do. All such permits may be issued for one year, and shall expire on 
the 31st day of December next succeeding the Issuance thereof: Provided, 
That the Commissioner may without formal application or new bond ex- 
tend any permit granted under this part after August 31 in any year to 
December 31 of the succeeding year. 

Permits to purchase or procure specially denatured alcohol and tax- 
free alcohol shall be issued in such terms and under such conditions as 
the Commissioner shall by regulation prescribe. 

No permit shall be issued to any person who, within one year prior to 
the application therefor or issuance thereof, shall not in good faith have 
conformed to the provisions of this part, or shall have violated the terms 
of any permit Issued under this part, or made any false statement in the 
application therefor, or willfully failed to disclose any information re- 
auired by regulation to be furnished, or violated any law of the United 
States relating to Intoxicating lifiuor, or willfully violated any law of any 
State, Territory, or possession of the United States or of the District of 
Columbia relating to intoxicating liQLUor. 

Every permit shall bo in writing, dated when issued, and signed by the 
Commissioner or hia authorized agent. It shall give the name and address 
of the person to whom it is issued and shall designate and limit the acts 
that are permitted and the time when and place where such acts may be 
performed. No permit shall bo issued until a verified, written application 
shall have been made therefor, setting forth the qualification of the ap- 
plicant and the purpose for which the alcohol or denatured alcohol is to 
be used. 

The Commissioner may prescribe the form of all permits and applica- 
tions and the facts to be sot forth therein. Before any permit is granted, 
the Commissioner may require a bond in such form and amount as he may 
prescribe to insure compliance with the terms of the permit and the pro- 
visions of this part. In the event of the refusal by the Commissioner of 
any application for a permit, the applicant may have a review of his deci- 
sion before a court of equity in the manner provided in subsection (c). 

(b) Violation. If at any time there shall be filed with the Commis- 
sioner a complaint under oath setting forth facts showing, or if the Com- 
missioner has reason to believe, that any person who has a permit is not 
In good faith conforming to the provisions of this part, or has violated the 
terms of such permit, or has made any false statement in the application 
therefor, or has willfully failed to disclose any information required by 
regulation to be furnished, or has violated any law of the United States or 
of any State, Territory, or possession of the United States or of the Dis- 
trict of Columbia relating to intoxicating liquor, the Commissioner or his 
agent shall immediately issue an order citlngauch person to appear before 
him on a day named not more than thirty and not leas than fifteen days 
from the date of service upon such permittee of a copy of the citation, 
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wlilcli citation shall be accompanied by a copy of such complaint, or in the 
event that the proceedings be initiated by the Commissioner, with a state- 
ment of the facts constituting the violation charged, at which time a hear- 
ing shall be had unless continued for cause. Such hearings shall be held 
within the judicial district and within fifty miles of the place where the of- 
fense is alleged to have occurred, unless the parties agree on another 
place. If it be found that such person is not in good faith conforming to 
the provisions of this part or has violated the terms of his permit, or made 
any false statement In the application therefor, or willfully failed to dis- 
close any information reautred by regulation to be furnished, or violated 
any law of the United States relating to intoxicating liquor, or willfully 
violated any law of any State, Territory, or possession of the United States 
or of the District of Columbia relating to intoxicating liquor, such permit 
shall be revoked, and no permit shall be granted to such person within one 
year thereafter. Should the permit be revoked by the Commissioner, the 
permittee may have a review of his decision before a court of equity In 
the manner provided in subsection (c). During the pendency of such ac- 
tion such permit shall be temporarily revoked. 

(c) Inaccurate description of denatured articles. Whenever the Com- 
missioner has reason to believe that denatured alcohol, denatured rum, or 
articles do not correspond with the descriptions and limitations as to such 
alcohol, rum, or articles provided by law and regulations, he shall cause 
an analysis of said alcohol, rum, or articles to be made, and if upon such 
analysis the Commissioner shall find that said alcohol, rum, or articles do 
not so correspond, he shall give not less than fifteen days' notice in writing 
to the person who is the manufacturer thereof to show cause why said al- 
cohol, rum, or articles should not be dealt with as other distilled spirits, 
such notice to be served personally or by registered mail, as the Commis- 
sioner may determine, and shall specify the time when, the place where, 
and the name of the agent or official before whom such person is required 
to appear. 

If the manufacturer of said alcohol, rum, or articles fails to show to the 
satisfaction of the Commissioner that the alcohol, rum, or articles manu- 
factured by him correspond to the descriptions and limitations as to such 
alcohol, rum, or articles provided by law and regulations, his permit to 
manufacture and sell the same shall be revoked. The manufacturer may 
by appropriate proceeding In a court of equity have the action of the Com- 
missioner reviewed, and the court may affirm, modify, or reverse the find- 
ing of the Commissioner as the facts and law of the case may warrant, and 
during the pendency of such proceedings may restrain the manufacture, 
sale, or other disposition of such alcohol, rum, or articles. 

(d) Delivery to agent In case of prosecution or revocation. In case of 
a sale of liquor or denatured alcohol or denatured rum where the delivery 
thereof was made by a common or other carrier the sale and delivery for 
purposes of prosecution or revocation of any permit shall be deemed to be 
made in the county or district wherein the delivery was made by such car- 
rier to the consignee, his agent or employee, or in the county or district 
wherein the sale was made, or from which the shipment was made, and 
prosecution for such sale or delivery may be had in any such county or dis- 
trict. 

(e) Transfer of duties 

For transfer of powers and duties of Commissioner and his agents, see section 81T0 
53 Stat. 360. 

§ 3115. Penalties 

(a) Violations as to operation of plants or unlawful withdrawal of taat- 
able alcohol. Whoever operates an industrial alcohol plant or a denatur- 
ing plant without complying with the provisions of this part and lawful 
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regulations made thereunder, or whoever withdraws or attempts to with- 
draw or secure tax free any alcohol subject to tax, or whoever otherwise 
violates any of the provisions of this part or of regulations lawfully made 
thereunder shall be liable, for the first offense, to a penalty of not ex- 
ceeding $1,000, or imprisonment not exceeding thirty days, or both, and 
for a second or cognate offense to a penalty of not less than $100 nor more 
than $10,000, and to imprisonment of not less than thirty days nor more 
than one year. It shall be lawful for the Commissioner in all cases of sec- 
ond or cognate offense to refuse to issue for a period of one year a per- 
mit for the manufacture or use of alcohol upon the premises of any person 
responsible in any degree for the violation. 

(b) Violations in general. Any person violating the provisions of this 
part or of any regulations issued thereunder, for which offense a special 
penalty is not prescribed, shall be liable to the penalty or penalties pre- 
scribed in subsection (a). It shall be the duty of the prosecuting officer 
to ascertain, in the case of every violation of this part or the regulations 
made thereunder, for which offense a special penalty is not prescribed, 
whether the defendant has been previously convicted and to plead the 
prior conviction in the affidavit, information, or indictment. 

<c) Frevious conviction. If any act or offense is a violation of this 
part, and also of any other law in regard to the manufacture or taxation 
of, or traffic in, Intoxicating liauor, a conviction for such act or offense 
under the one shall be a bar to prosecution therefor under the other. 53 
Stat. 362, 

§ SI 16. Forfeitures and seizures 

It shall be unlawful to have or possess any liquor or property Intended 
for use In violating the provisions of this part, or the internal-revenue 
laws, or regulations proscribed under such part or laws, or which has been 
so used, and no property rights shall exist In any such liquor or property. 
A search warrant may issue as provided in Title XI of the Act of June 15, 
1917, 40 Stat. 228, for the seiizure of such liquor or property, Nothing in 
this section shall in any manner limit or affect any criminal or forfeiture 
provision of the internal-revenue laws, or of any other law. The seizure 
and forfeiture of any liquor or property under the provisions of this part, 
and the disposition of such liquor or property subsequent to seizure and 
forfeiture, or the disposition of the proceeds from the sale of such liquor 
or property, shall be in accordance with existing laws or those hereafter 
in existence relating to seizures, forfeitures, and disposition of property or 
proceeds, for violation of the internal-revenue laws. 63 Stat, 362. 

Histovioal Note 

Bef«)renc©» In Text. Title XI of the 223S, 31(KS and 3X00 of Title 18, Crimes 

Act of Jane 15, 1917, 40 Stat, 228, referred and Criminal Froeedare, and rale il of 

to in the text, was repealed l>y Act June the Federal Eules of Criminal Procedure, 
23, 194S, c. 645, | 2J., rj Stat. 802, and is 18 U.S.C.A. 
now covered by sections 1021, 2281, 2234, 

§ SI 17. Offloerg and agents anthorisBed to investigate, Issue search 
warrants, and prosecute ior violations 

(a) allies* The Commissioner, his assistants, agents, and inspectors, 
shall investigate and report violations of this part to the United States at- 
torney for the district in which committed, who is hereby charged with 
the duty of prosecuting the offenders, subject to the direction of the Attor- 
ney O-eneral, as in the case of other offenses against the laws of the United 
States; and the Commissioner, his assistants, agents, and inspectors, may 
swear out warrants before United States eommissioners or other officers' or 
courts authorised to issue the same for the apprehension of such offend- 
ers, and may« subject to the control of the said tlnited States attorney,, 
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conduct tlie prosecution at the committing trial for the purpose of having 
the offenders held for the action of a grand jury. Section 1014 of the 
Revised Statutes is hereby made applicable in the enforcement of this part. 
Officers mentioned in said section 1014 are authorized to issue search 
warrants under the limitations provided in Title XI of the Act of June 15, 
1917, 40 Stat. 228. 

(b) Transfer of duties 

For transfer of powers and duties of Commissioner and Ms agents, see section 3170. 
53 Stat. 363. 

Historical Note 

Keferences in Text. Title XI of the rule 41 of Federal Buies of Criminal Pro- 
Act of June 15, 1917, 40 Stat. 228, re- cedure, 18 U.S.C.A. 

ferred to in the text, was repealed by Section 1014 of the Kevised Statutes, 
Act June 25, 1948, c. 645, § 21, 62 Stat. referred to in the text, was repealed by 
862, and is now covered by sections 1621, 26, 1948, c. 645, § 21, 02 Stat. 

2231, 2234, 2235, 3105 and 3109 of Title 3g2, and is now covered by section 3141 

18, Crimes and Criminal Procedure, and Title 18, Crimes and Criminal Pro- 

cedure. 

§ 3118. Release of seized property upon execution of bond 

When any property is seized for violation of this part it may be re- 
leased to the claimant or to any intervening party, in the discretion of the 
Commissioner, on a bond given and approved. 63 Stat. 363. 

§ 3113. Compliance with conct subpoena as to testifying or producing 
records 

No person shall be excused, on the ground that it may tend to incrim- 
inate him or subject him to a penalty or forfeiture, from attending and 
testifying, or producing books, papers, documents, and other evidence in 
obedience to a subpena of any court In any suit or proceeding based upon 
or growing out of any alleged violation of this part; but no natural per- 
son shall be prosecuted or subjected to any penalty or forfeiture for or on 
account of any transaction, matter, or thing as to which, in obedience to 
a subpena and under oath, he may so testify or produce evidence, but no 
person shall be exempt from prosecution and punishment for perjury com- 
mitted in so testifying. 63 Stat. 363. 

§ 3120. Form of affidavit, information, or indictment 

In any affidavit, information, or indictment for the violation of this 
subchapter, separate offenses may be united in separate counts and the de- 
fendant may be tried on all at one trial and the penalty for all offenses may 
be imposed. It shall not be necessary in any affidavit, information, or in- 
dictment to give the name of the purchaser or to include any defensive 
negative averments, but it shall he sufficient to state that the act complain- 
ed of was then and there prohibited and unlawful, but this provision shall 
not be construed to preclude the trial court from directing the furnishing 
the defendant a bill of particulars when it deems it proper to do so, 63 
Stat. 363. 

§ 3121. Powers and duties of persons enforcing this part 

(a) Commissioner and other persons. The Commissioner, his assist- 
ants, agents, and inspectors, and all other officers, employees, or agents of 
the United States, whose duty it is to enforce criminal laws, shall have all 
the rights, privileges, powers, and protection in the enforcement of the 
provisions of this part which are conferred by law for the enforcement of 
any laws in respect of the taxation, importation, exportation, transporta- 
tion, manufacture, possession, or use of, or traffic in, Intoxicating liquors. 

(b) Delegation of duties to assistants. Any Act authorized by this 
subchapter to be done by the Commissioner may be performed by any 
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assistant or agents designated by him for that purpose. Records, reports, 
or returns required to be filed with tbe Commissioner may be filed with an 
Assistant Commissioner or other person designated by the Commission- 
er to receive such records, reports, or returns. 

(c) Power to secure records. All records and reports kept or filed 
under the provisions of this part, and all liquor or property to which such 
records or reports relate, shall be subject to inspection at any reasonable 
hour by the Commissioner or any of his agents or by any public prosecutor 
or by any person designated by him, or by any peace officer in the State 
where the records or reports are kept, and copies of such records and re- 
ports duly certified by the person with whom kept or filed may be intro- 
duced in evidence with like effect as the originals thereof, and verified 
copies of such records shall be furnished to the Commissioner when called 
for. 

(d) Applicability of other laws 

The provisions, including penalties, of sections 9 and 10 of the Federal 
Trade Commission Act (U.S.C., title 15, secs. 49, 60), as now or hereafter 
amended, shall be applicable to the jurisdiction, powers, and duties under 
this part of the Secretary, and to any person (whether or not a corpora- 
tion) subject to the provisions of this part. 

(e) Transfer of duties 

For transfer of powers and duties of Commissioner and his agents, see section 3170. 
63 Stat. 363, amended Sept. 14, 1961, c. 400, § 1, 65 Stat 321. 


Historical Not© 


1051 Amondniont. Subsec. (d) added 
by Act Sept. 14, 1951. Subsec. <e), for- 
merly subsec. (d), redesignated *'(e)'' by 
Act Sept. 14, 1061. 

Text of Amendatory Bovenuo Acts, 
Complete original text of lievenue Acts 


amending this section, 1939 to date, see 
volumes “Title 26 — Internal Bevenne 
Acts". 

X^egislattvo History s For legislative 
history and purpose of Act Sept. 14, 1951, 
see 1951 U.S.Code Cong.Servlce, p. 2186. 


§ 3122. Other laws applicable 

All administrative provisions of internal-revenue law, including those 
relating to assessment, collection, abatement, and refund of taxes and pen- 
alties, and the seizure and forfeiture of property, are made applicable to 
this part in so far as they are not inconsistent with the provisions thereof, 
63 Stat. 364. 


§ 3128. Application of part to Fuerto Bico and Virgin Islands 
This part, and all provisions of the internal revenue laws relating to the 
enforcement thereof, are hereby extended to and made applicable to 
Puerto Rico and the Virgin Islands, from and after August 27, 19 36. The 
respective Insular Governments shall advance to the Treasury of the 
United States such funds as may be required from time to time by the 
Secretary of the Treasury for the purpose of defraying all expenses in- 
curred by the Treasury Department in connection with the enforcement in 
Puerto Rico and the Virgin Islands of this part and regulations promulgat- 
ed thereunder. The funds so advanced shall be deposited in a separate 
trust fund in the Treasury of the United States and shall be available to 
the Treasury Department for the purposes of this subsection, 63 Stat 
S64. 

8 3124, Definitions 
(a) Wlien used in this part 

(1) The term “alcohor' means that substance known as ethyl alcohol, 
hydrated oxide of ethyl, or spirit of wine, from whatever source or what* 
ever processes produced. 
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Spirits of less proof than one hundred and sixty degrees may, under 
regulations, he deemed to he alcohol for the purpose of denaturation, un- 
der the provisions of this title. 

(2) The term ‘'container*' includes any receptacle, vessel, or form of 
package, tank, or conduit used or capable of use for holding, storing, 
transferring, or shipment of alcohol. 

(3) The term “application" shall mean a formal written request sup- 
ported by a verified statement of facts showing that the Commissioner 
may grant the request; 

(4) The term “permit" shall mean a formal written authorization by 
the Commissioner setting forth specifically therein the things that are au- 
thorized; 

(5) The term “bond" shall mean an obligation authorized or required 
by or under this part. Title I of the Liquor Law Repeal and Enforcement 
Act, 49 Stat. 872, or Title III of the National Prohibition Act, 41 Stat. 
319, or any regulation thereunder, executed in such form and for such 
penal sum as may be required by the Commissioner or prescribed by regu- 
lation; 

(6) The term “regulation** shall mean any regulation prescribed by 
the Commissioner with the approval of the Secretary of the Treasury for 
carrying out the provisions of this part, and the Commissioner is author- 
ized to make such regulations. 

(7) The term “articles" shall mean any substance or preparation in 
the manufacture of which denatured alcohol or denatured rum is used. 

(8) The term “person" shall mean and include natural persons, firms, 
partnerships, corporations, and associations. 

(b) Transfer of duties 

For transfer of powers and duties of Commissioner and his agents, see section 3170. 
53 Stat. 364. 


§ 3125. Importation of alcohol for industrial purposes 

(a) Importation without payment of internal revenue tax. Under reg- 
ulations to be prescribed by the Commissioner with the approval of the 
Secretary, and subject from the time of its withdrawal from customs cus- 
tody to all the applicable provisions of this part, alcohol of 160 proof, or 
greater, may be imported into the United States and be withdrawn, in 
bond, from customs custody, without payment of the internal-revenue tax 
imposed by section 2800 upon the act of importing such alcohol, for trans- 
fer to Industrial alcohol plants, alcohol bonded warehouses, and denatur- 
ing plants for redistillation or denaturation and withdrawal, or withdraw- 
al without redistillation or denaturation, tax free or tax paid, as the case 
may be, for all the purposes authorized by this part. If such alcohol is 
withdrawn from the said industrial alcohol plants, alcohol bonded ware- 
houses, or denaturing plants for beverage purposes, there shall be paid up- 
on such withdrawal an additional tax equal to the duty which would have 
been paid had such spirits been imported for beverage purposes, less the 
duty already paid thereon. 

(b) Withdrawal tax free for use of United States. Alcohol may be 
withdrawn from customs custody by the United States or any government- 
al agency thereof for its own use, free of internal-revenue tax, under such 
regulations as may be prescribed. Added Oct, 21, 1942, 4:30 p. m., £! W. 
T., c. 619, Title VI, § 602(e) (1), 66 Stat. 971. 


Historical Note 

KffeotlTe Data. Act Oct. 21, 1942, was made effective Oct 22, 1942. by section 602(e) 
(2) thereof. ' ' 
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§ 8126. Emergency production of sugars and sirups In Industrial 
alcohol plants 

(a) In general. Notwithstanding the provisions of sections 2819 and 
3122, and of any other law, until April 30, 1948, sugars and sirups from 
potatoes and from high moisture or damaged grain may be produced in 
industrial alcohol plants simultaneously with, or alternately with, the 
production of alcohol. 

(b) Regulations. The Commissioner, with the approval of the Secre- 
tary, is authorized to prescribe regulations to carry out the provisions 
of this section. Added Nov. 5, 1946, c. 446, 59 Stat. 556, amended June 
24. 1946, c. 469, 60 Stat. 306; Feb. 1, 1947, c. 2, 61 Stat, 4. 


Historical Note 


ed by Joint Bes. Feb. 1, 1947, which ex- 
tended from Feb. 1, 1947 to Apr. 30, 1948, 
the period of time during which alcohol 
plants are permitted to produce sugars 
or syrups simultaneously with the pro- 
duction of alcohol. 

1046 Amendment. Sub sec. (a) amended 
by Act June 24, 1946, which extended 
the time limitation from July 1, 1940, to 
Feb. 1. 1947. 


Text of Amendatory Bevenue Aets. 

Complete original text of Bevenue Acta 
1947 Amendment. Subsec. (a) amend- 
amending this section, 1939 to date, see 
Tolumes “Title 26 — ^Internal Bevenue 
Acts". 

Congressional Comment: For legisla- 
tive history and purpose of Act Feb. 1, 
1947, see 1947 U.S.Code Cong. Service, p. 
946. 


SXTBCHAPTER D. — ^FERMENTED LIQUORS 

§ 8150. Tax 

(a) Bate. There shall be levied and collected on all beer, lager beer, 
ale, porter, and other similar fermented liquor, containing one-half of 1 
per centum, or more, of alcohol brewed or manufactured and sold, or 
removed for consumption or sale, within the United States, or imported 
into the United States, by whatever name such liquors may be called, a 
tax of $9 for every barrel containing not more than thirty-one gallons, 
and at a like rate for any other quantity or for the fractional parts of a 
barrel authorized and defined by law. On and after April 1, 1956, the 
tax imposed by the preceding sentence shall be at the rate of $8 in lieu 
of $9. In estimating and computing such tax, the fractional parts of a 
barrel shall be halves, thirds, quarters, sixths, and eighths; and any 
fractional part of a barrel, containing less than one-eighth, shall be ac- 
counted one-eighth; more than one-eighth, and not more than one-sixth, 
shall be accounted one-sixth; more than one-sixth, and not more than 
one-fourth, shall be accounted one-fourth; more than one-fourth, and 
not more than one-third, shall he accounted one-third; more than one- 
third, and not more than one-half, shall be accounted one-half; more than 
one-half, and not more than one barrel, shall be accounted one barrel; 
and more than one barrel, and not more than sixty-three gallons, shall 
be accounted two barrels, or a hogshead. 

The provisions of this section tequlring the accounting of hogsheads, 
barrels, and fractional parts of barrels at the next higher quantity shall 
not apply where the contents of such hogsheads# barrels, or fractional parts 
of barrels are within the limits of tolerance established by the Commis- 
sioner by regulations which ho is hereby authorized to prescribe with 
the approval of the Secretary; and no assessment shall be made and no tax 
shall be collected for any excess in any ease where the contents of the 
hogsheads, barrels, or fractional parts of barrels heretofore or hereafter 
used are ^Within the Emits of the tolerance so prescribed. 
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(1>) Payment 

(1) In general. Tlie said tax shall be paid by the owner, agent, or 
superintendent of the brewery or premises in which such fermented 
liquors are made, and in the manner and at the time hereinafter specified. 

(2) Method of payment. The tax on fermented malt liquor brewed or 
manufactured and sold, or removed for consumption or sale, within the 
United States, shall be paid by stamp, under such rules and regulations, 
permits, bonds, records, and returns, and with the use of such tax-stamp 
machines or metering or other devices and apparatus, as the Commission- 
er with the approval of the Secretary shall prescribe. 

(3) Penalties. Whoever manufactures, procures, possesses, uses or 
tampers with a tax-stamp machine which may be required under this 
section with intent to evade the internal-revenue tax imposed upon fer- 
mented malt liquors, and whoever, with intent to defraud, makes, alters, 
simulates, or counterfeits any stamp of the character imprinted by such 
stamp machine, or who procures, possesses, uses, or sells any forged, al- 
tered, counterfeited, or simulated tax stamp or any plate, die, or device 
intended for use in forging, altering, counterfeiting, or simulating any 
such stamp, or who otherwise violates the provisions of this section, or 
the regulations issued pursuant thereto, shall pay a penalty of $5,000 
and shall be fined not more than $10,000 or be imprisoned not more than 
five years, or both, and any machine, device, equipment, or materials used 
in violation of this section shall be forfeited to the United States and after 
condemnation shall be destroyed. But this provision shall not exclude any 
other penalty or forfeiture provided by law. 

(4) TJnfermented worts sold by one brewer to another. When malt 
liquor or tun liquor, in the first stages of fermentation, known as unfer- 
mented worts, of whatever kind, is sold by one brewer to another for 
the purpose of producing fermentation or enlivening old or stale ale, 
porter, lager beer, or other fermented liquors, it shall not be liable to a 
tax to be paid by the seller thereof, but the tax on the same shall be paid 
by the purchaser thereof, when the same, having been mixed with the 
old or stale beer, is sold by him as provided by law, and such sale or trans- 
fer shall be subject to such restrictions and regulations as the Commis- 
sioner may prescribe. 

(c) Exemption of materials used in producing fermented or malt liq- 
uors. Nothing contained in section 3155(c) shall be so construed as to 
authorize an assessment upon the quantity of materials used in producing 
or purchased for the purpose of producing, fermented or malt liquors, 
nor shall the quantity of materials so used or purchased be evidence, for 
the purpose of taxation, of the quantity of liquor produced; but the tax on 
all beer, lager beer, ale, porter, or other similar fermented liquor, brewed 
or manufactured, and sold or removed for consumption or sale, shall be 
paid as provided in paragraph (1) of subsection (b), and not otherwise: 
Provided, That this subsection shall not apply to cases of fraud: And 
provided further, That nothing in this subsection shall have the effect to 
change the rules of law respecting evidence in any prosecution or suit. 

(d) Transfer of duties 

For transfer of powers and duties of Commissioner and his agents, see section 8170, 

(e) 1942 floor stocks tax 

(1) Tax. Upon all fermented malt liquors upon which the internal- 
revenue tax imposed by law has been paid, and which on the effective date 
of Title VI of the Revenue Act of 1942 are held by any person and intended 
for sale there shall be levied, assessed, collected, and paid a floor stocks tax 
at a rate of $1 per barrel of 31 gallons. 

(2) Returns. Under such regulations as the Commissioner with the 
approval of the Secretary shall prescribe, every person required by para- 
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graph (1) to pay any floor stocks tax shall, on or before the end of the 
thirtieth day following the effective date of Title VI of the Revenue Act 
of 1942 make a return and shall, on or before the first day of the third 
month following such effective date, pay such tax. Payment of the tax 
shown to be due may be extended to a date not later than the first day of 
the tenth month following the effective date of Title VI of the Revenue 
Act of 1942, upon the filing of a bond for payment thereof in such form 
and amount and with such surety or sureties as the Commissioner, with 
the approval of the Secretary, may prescribe. 

(S) Laws applicable. All provisions of law, including penalties, ap- 
plicable in respect of the taxes imposed by subsection (a) shall, insofar 
as applicable and not inconsistent with this subsection, be applicable with 
respect to the floor stocks tax imposed by this subsection. 

(f) 1944 floor stooks tax 

(1) Tax. Upon all fermented malt liguors upon which the internal- 
revenue tax imposed by law has been paid, and which on the effective date 
of Title III of the Revenue Act of 1943 are held by any person and in- 
tended for sale there shall be levied, assessed, collected, and paid a floor 
stocks tax at a rate of $1 per barrel of 31 gallons. 

(SS) Returns. Under such regulations as the Commissioner with the 
approval of the Secretary shall prescribe, ©very person required by para- 
graph (1) to pay any floor stocks tax shall, on or before the end of the 
thirtieth day following the effective date of Title III of the Revenue Act 
of 1943 make a return and shall, on or before the first day of the third 
month following such effective date, pay such tax. Payment of the tax 
shown to be due may bo extended to a date not later than the first day 
of the tenth month following the effective date of Title III of the Revenue 
Act of 1948, upon the filing of a bond for payment thereof in such form 
and amount and with such surety or sureties as the Commissioner, with 
the approval of the Secretary, may prescribe. 

(g) Laws applicable. All provisions of law. Including penalties, ap- 
plicable in respect of the taxes imposed by subsection (a) shall, insofar 
as applicable and not inconsistent with this subsection, be applicable with 
respect to the floor stocks tax imposed by this subsection. 

(g) 1951. Floor stocks tax 

(1) Tax. Upon all fermented malt liquors upon which the Internal 
revenue tax imposed by law has been paid, and which on the effective date 
of section 463(a) of the Revenue Act of 1961 are held by any person and 
intended for sale there shall be levied, assessed, collected, and paid a floor 
stocks tax at a rate of ?1 per barrel of 81 gallons, 

(2) Betunas, Under such regulations as the Secretary shall prescribe, 
every person required by paragraph (1) to pay any floor stocks tax shaU, 
on or before the end of the thirtieth day following the effective date of 
section 468(a) of the Revenue Act of 1951 make a return and shall, on or 
before the first day of the third month following such effective date, pay 
such tax. Payment of the tax shown to be due may be extended to a date 
not later than the first day of the tenth month following the effective date 
of section 463(a) of the Revenue Act of 1951, upon the filing of a bond 
for payment thereof in such form and amount and with such surety or 
sureties as the Secretary may prescribe, 

(a) Laws applicable. All provisions of law, including penalties, ap- 
plicable in respect of the taxes Imposed by subsection (a) shall, insofar as 
applicable and not inconsistent with this subsection, he applicable with 
respect to the floor stocks tax imposed by this subsection, 63 Stat. 336,' 
amended Sept. 30, 1941, 12; 16 p. m., E. S. T., c. 412, Title V, | 621(a) 
(10), 65 Stat 707; Oct 21, 1942, 4:80 p. m., B. W* T., c. 619, Title VI, 

I 608, 66 Stat 972; Feb. 26, 1944, 12:49 p. B. W. T., c. 68, Title III, 
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I 308(b). 68 Stet. 67; June 30, 1948, c. 770, §§ 1, 2, 62 Stat. 1171; Aug. 
23, 1949, c. 498, $ 1, 63 Stat. 624; Oct. 20, 1951, 2:07 p. m., E. S. T., c. 
621, Title I, ! 463, 65 Stat. 526; Mar. 31. 1964, c. 126, Title VI, § 601(a) 
(6), 68 Stat. 46. 

Historical Note 


Beferences in Text. Effective date of 
Title YI of the Revenue Act of 1942, re- 
ferred to in subsec. (e) (1) (2), com- 
menced on the first day of the first month 
which began more than 10 days after Oct. 
21. 1942, 4:30 p. m., E.W.T. See “Effec- 
tive Date of 1942 Amendment” note under 
this section. 

Effective date of Title III of the Rev- 
enue Act of 1943, referred to In subsec. 
(f) (1) (2), commenced on the first day 
of the first month which began more 
than 10 days after Eeb. 25, 1944, 12:49 
p. m., E.W.T. See “Effective Date of 
1944 Amendment” note under this section. 

Section “403(a) of the Revenue Act of 
1951”, referred to in subsecs, (g) (1) and 
(it) (2), is section 453(a) of Act Oct. 21, 
1951, which section amended subsec. (a) 
of this section as described in note here- 
under. For effective date of such amend- 
ment, see note under section 1650 of this 
title. 

1954 Amendment. Subsec. (a) amended 
by Act Mar. 31, 1954, which in second 
sentence of first par. substituted “April 
1, 1955” for “April 1, 1954”. 

1961 Amendment. Subsec. (a) amend- 
ed by Act Oct 20, 1951, § 453 (^), which, 
in first par., substituted tax of $9 per 
barrel for prior tax of $7, and struck 
out former second sentence relating to 
war-tax rate, inserting in lieu thereof 
present second sentence. 

Snbsec. (g) added by Act Oct. 20, 1951, 

I 453(b). 

1949 Amendment. Subsec. (h) amended 
by Act Aug, 23, 1949, which renumbered 
former par. (2) to be (4) and inserted 
new pars. (2) and (3). 

1948 Amendment. Subsec. (a) amend- 
ed by Act June 30, 1948, to make import- 
ed fermented liquors subject to the same 
war-tax rate of $8 00 per barrel as is im- 
posed on domestic fermented liquors. 

1944 Amendment. Subsec. (f) added by 
Act Feb. 25, 1944. 

1942 Amendment. Subsec. (a) amended 
by Act Oct. 21, 1942, which substituted 
“17” for “$6”. 

Subsec. (e) added by Act Oct. 21, 1942. 

1941 Amendment. Subsec. (a) amended 
by Act Sept. 20, 1941, which, substituted 
“$6” for “$5”. 

Effective Bate of 1951 Amendment. 
Amendments of this section hy Act Oct. 
20, 1951, as effective on the first day of 
the first month which begins more than 
10 days after Oct. 20, 1951, see note un- 
der section 1050 of this title. 

Effective Bate of 1949 Amendment. 
Section 7 of Act Aug. 23, 1949, provided 
that: “The amendments made by this 


Act shall take effect on the first day of 
the first month which begins six months 
or more after the date of the enactment 
of this Act EAug. 23. 1949].” 

Effective Bate of 1948 Amendment. 
Section 3 of Act June 30, 1948, provided 
that: “The amendment made by this 
Act [to this section] shall take effect on 
the first day of the first month which be- 
gins at least ten days after the date of 
the enactment of this Act [June 30, 1948].” 

Effective Bate of 1944 Amendment. 
Act Feb. 25, 1944, § 308(b), was made ef- 
fective on the first day of the first month 
which began more than 10 days after 
the enactment of this Act by section 301 
thereof. 

Effective Bate of 1942 Amendment. 
Act Oct. 21, 1942, was made effective on 
the first day of the first month which 
began more than ten days after Oct. 21, 
1942, 4:30 p. m., E. W. T., by section 601 
thereof. 

Effective Bate of 1941 Amendment. 
The rates specified in Act Sept. 20, 1941, 
were made effective on, and applicable 
only with respect to the period after, 
the date of enactment of that Act, by 
section 521(b) thereof. 

Tax Refunds on Fermented Eiquors 
Brought In from Foreign Trade Zones 
after AprU 1, 3954. Tax credits or re- 
funds on fermented liquors brought In 
from foreign trade zones on or after 
April 1, 1954, see note under section 2000 
of this title. 

Fermented Eiquors in Foreign Trade 
Zones at Time of Taac Increase. Collec- 
tion of all taxes on fermented liquors 
which were in foreign trade zones at 
time of effective date of tax increase 
made by Act Oct. 20, 1951, and subse- 
quently received in customs territory of 
United States, see note under section 
2000 of this title. 

Treaty Obligations. Section 015 of Act 
Oct. 20, 1951, provided that: “No amend- 
ment made by this Act [Act Oct. 20, 1951] 
shall apply in any case where its appli- 
cation would be contrary to any treaty 
obligation of the United States.” 

Text of Amendatory Bevenue Acts. 
Complete original text of Revenue Acts 
amending this section, 1939 to date, 
see volumes “Title 26— Internal Revenue 
Acts”. 

legislative History: For legislative 
history and purpose of Act Mar. 31, 1954. 
see 1954 U S.Code Cong, and Adm.News, 
p. 2055. See, also, Acts Aug. 28, 1949, 
1949 U.S.Code Cong.Service, p. 1842: 
June 30, 1948, 1948 U.S.Code Cong. Serv- 
ice, p. 2233. 
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§ 3151. Repealed. Aug. 33, 1949, c. 498, § 6, 63 Stat. 636. 


Historical Note 


Effective Date. Repeal of section by 
Act Aug. 23, 1949, c 498, § 6, 63 Stat. 626, 
effective as of the first day of the first 
month which begins six months or more 
after Aug. 23, 1949, see note set out under 
section 3160 of this title. 

Sociion Prior to Repeal: 

**§ 8151. Tax-paid stamps and permits 
“(a) Supply. The Commissioner shall 
cause to be prepared, for the payment of 
such tax, suitable stamps denoting the 
amount of tax required to bo paid on 
the hogsheads, barrels, and halves, thirds, 
quarters, sixths, and eighths of a barrel 
of such fermented liquors (and shall also 
cause to be prepared suitable permits for 
the purpose hereinafter luentionod), and 
shall furnish the same to the collectors, 


who shall each be required to keep cm 
hand at all times a sufficient supply of 
permits and a supply of stamps equal in 
amount to two months’ sales thereof, if 
there be any brewery or brewery ware- 
house in his district; and such stamps 
shall be sold, and permits granted and 
delivered by such collectors, only to the 
brewers of their district, respectively. 

‘^(b) Collector's account. Such collec- 
tors shall keep an account of the num- 
ber of permits delivered and of the num- 
ber and value of the stamps sold by them 
to each brewer. 

‘'(c) Transfer of duties 

transfer of powers and duties of 
Commissioner and his agents, see section 
3170. 

“53 Stat. 366.'' 


§ 3152. Other provisions relating to stamps 

(a) A0ixing and canceling tax-paid stamps 

Every brewer shall affix, upon the spigot-hole in the head of every 
hogshead, barrel, or keg in which any fermented liquor is contained, 
when sold or removed from such brewery or warehouse (except in case 
of removal under permit, as hereinafter provided), a stamp denoting the 
amount of the tax required upon such fermented liquor, which stamp shall 
be destroyed by driving through the same the faucet through which the 
liquor is to be withdrawn, or an air-faucet of equal size, at the time the 
hogshead, barrel, or keg is tapped, in case it is tapped through the other 
spigot-hole (of which there shall be but two, one in the head and one In 
the side), and shall also, at the time of affixing such stamp, cancel the 
same by writing or imprinting thereon the name of the person, firm, or 
corporation by whom such liquor was made, or the intitial i letters thereof, 
and the date when canceled: Provided, hotoever, That the Commissioner 
may, in his discretion, authorize the use of such other tapping devices or 
faucets as will permit the affixing and destruction of stamps in a manner 
consistent with the protection of the revenue. 

(b) Issue for restamping 

The Commissioner may, under regulations prescribed by him with the 
approval of the Secretary, issue stamps for restamping packages of fer- 
mented liquors which have been duly stamped but from which the stamps 
have been lost or destroyed by unavoidable accident. 

(c) Autliorlty to dlscoutluuo export stamps 

The Commissioner, with the approval of the Secretary, Is authorized 
to discontinue the use of export fermented-liquor stamps whenever in his 
Judgment the Interests of the Government will be subserved thereby. 

(d) General' stamp provMons 

Eor gmm&X provisions relating to stamps, see snbehapter A of ebapter 28. 

(e) Trauslw of duties 

For tmnsfer of powers and duties of Commissioner and his agents., see 
section 3170. 53 Stat. 366, amended Am* 33, X349, m 498, | 2, 63 Stat 
624* 

1 So in origtoal* Probably should read ‘Tnltial^, 
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Historical TiTot© 


Ameaidment. Act Awi?. 23, 1949, 
amended section by striking out former 
subsecs, (a) and (c) and relettenng 
Bubsecs. (b) and (d)-(g) to be subsecs. 
(a)-(e), respectively. 

Effective Date ot 1949 Amendment. 
Amendment of section by Act Aug*. 23, 
1949, effective as of tbe first day of the 
first month which begins six months or 


more after Aug. 23, 1949, see note set 
out under section 3150 of this title. 

Text of Amendatory Revenue Acts, 
Complete original text of Kevenue Acta 
amending this section, 1939 to date, 
see volumes “Title 26 — Internal Revenue 
Acts”. 

legislative History: For legislative 
history and purpose of Act Aug. 23, 1049, 
see 1949 U.S Code Cong. Service, p. 1842. 


§ 3153. Removals free of tax 

<a) From brewery to wareboase under permit. Any brewer may re- 
move or transport, or cause to be removed or transported, from his brew- 
ery or other place of manufacture to a depot, warehouse, or other place 
used exclusively for storage or sale in bulk, and occupied by him, in 
another part of the same collection district, or in another collection dis- 
trict, but to no other place, malt liquor of his own manufacture, known 
as lager beer, in quantities of not less than six barrels, and malt liquor 
of his own manufacture, known as ale or porter, or any other malt liquor 
of his own manufacture not heretofore mentioned, in quantities not less 
than fifty barrels at a time, without affixing the proper stamps on said 
•vessels of lager beer, ale, porter, or other malt liquor, at the brewery or 
place of manufacture, under a permit, which shall be granted, upon appli- 
cation, by the collector of the district in which said malt liquor is manu- 
factured, and under such regulations as the Commissioner may prescribe; 
and thereafter the manufacturer of said malt liquor shall stamp the same, 
when it leaves such depot or warehouse, in the same manner and under 
the same penalties and liabilities as when stamped at the brewery as pro- 
vided in section 3152 (b). 

And said permit must be affixed to every such vessel or cask so re- 
moved, and canceled or destroyed in such manner as the Commissioner 
may prescribe, and under the same penalties and liabilities as provided 
in section 3159(d). 

(b) From brewery or warehouse for export. Fermented liquor may be 
removed from the place of manufacture, or storage, for export to a foreign 
country, without payment of tax, in such packages and under such regu- 
lations, and upon the giving of such notices, entries, bonds, and other 
security, as the Commissioner, with the approval of the Secretary, may 
from time to time prescribe; and no drawback of tax shall be allowed on 
fermented liquor exported. 

(c) For iimnnfactiiring puriwses when unfit for beverage use. When 
fermented liquor has become sour or damaged, so as to be incapable of 
use as such, brewers may sell the same for manufacturing purposes, and 
may remove the same to places where it may be used for such purposes, in 
casks, or other vessels, unlike those ordinarily used for fermented liquors, 
containing respectively not less than one barrel each, and having the 
nature of their contents marked upon them, without affixing thereon the 
permit, stamp or stamps required. 

(d) Transfer of duties 

For transfer of powers and duties of Commissioner and his agents, see section 8170. 
53 Stat. 367, amended Aug. 23, 1949, c. 498, § 6, 63 Stat. 626. 


Historical Note 


1949 Amendment. iSubsec. (a) amend- 
ed by Act Ang. 23, 1949, whi^ repealed 
first sentence of second par. as it was 
inconsistent with the provisions of sec- 
tion 3150(h) (2), (3) of this title. 


Effective Date of 1949 AmwNndment. 
Amendment of section by Act Ang. 23, 
1940, effective as of the first day of the 
first month which begins six zaontha or 
more after Aug. 23, 1949, see note set out 
tinder section 3150 of this titl^ 
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Text of Amendatory Kevenue Acts. 
Complete original text of Revenue Acts 
amending tins section, 1939 to date, see 
volumes “Title 26 — Internal Revenue 
Acts”. 


I^srisis»tivo History; For legislative 
history and purpose of Act Aug. 23, 1949, 
see 1949 U.S.Code Cong.Service, p. 1842. 


§ S154. Repealed. Aug. 23, 1949, c. 493, § 6, 63 Stat. 626, 

Historical Not© 


Effectivo Bate. Repeal of section by 
Act Aug. 23, 1949, c. 498, § 6, 63 Stat. 626, 
effective as of the first clay of the first 
month which begins six months or more 
after Aug. 23, 1949, see note set out un- 
der section 3150 of this title. 

Saving Clauso. Section 6 of Act Aug. 
23, 1949, c. 498, 63 Stat. 626, provided in 
part: “That section 3154 shall continue 
in effect as to any claim accruing there- 
under prior to the effective date of this 
Act [Aug. 23, 19491.’' 

Section Frior to Repeal; 

“§ 3154. Refunds a<nd credits 

“(a) Allowance 

^'<1) 'UnssUable products. The Commis- 
Bioner shall make refund or in lieu there- 
of, if he so elects, allow credit to a 
brewer in the amount of tax paid by 
such brewer on any beer, lager beer, ale, 
porter, or other similar fermented malt 
liquor manufactured by such brewer 
which has become unsalable by reason of 
its condition, upon the filing of a claim 
therefor by the brewer and proof by 
him to the satisfaction of the Commis- 
sioner that such beer, lager beer, ale, 
porter, or other similar fermented malt 
liquor (A) was fully tax-paid, (B) was 
lawfully removed from his brewery to 
his bottling house on or after March 22, 
3933, (C) never was removed from such 
bottling house, except in the process of 
destruction or for return to the brewery, 

(D) had become unsalable without fraud, 
connivance, or collusion on his part, and 

(E) was destroyed by him In such bot- 
tling house in the presence of a represent- 
ative of the I^ureau of Internal Revenue, 
or was returned from such bottling house 
to the brewery in which made for use 
therein as brewing material. 

“(2) Boss, The Commissioner shall 
make refund, or in lieu thereof, if he so 
elects, allow credit to a brewer in the 
amount of tax paid by such brewer on 
any beer, lager beer, ale, porter, or other 
similar fermented malt liquor manufac- 
tured by such brewer which was lost in 
his bottling house through breakage or 
leakage or In the process of filling, cap- 
ping, pastourlsslng, or labeling, upon the 


filing of a claim therefor by the brewer 
and proof by him to the satisfaction of 
the Oommissioner that such beer, lager 
beer, ale, porter, or other similar fer- 
mented malt liquor was fully tax-paid 
and that no refund or credit was made 
or allowed therefor under paragraph (1) 
to this subsection. Refund or credit un- 
der this paragraph for such loss during 
any calendar month shall not exceed an 
amount equal to 2% per centum of the 
tax paid by him on all beer, lager beer, 
ale, porter, or other similar fermented 
malt liquor removed by him during such 
calendar month from his brewery to Ms 
bottling house, 

*'(b) Time for filing claim. No claim 
under the provisions of subsection (a) 
shall be allowed unless filed within nine- 
ty days after the close of the month 
within which such destruction or return 
to the brewery for use as brewing ma- 
terial, or loss, occurred. 

'*<c) Credit by stamp. The Commis- 
Bloner is authorized to issue to the brewer 
to whom a credit is allowed pursuant to 
this section stamps in an amount equal 
to such credit, for use by him in the 
payment of the tax upon beer, lager beer, 
ale, porter, or other similar fermented 
malt liquor manufactured by him. 

**<d) Bulos and regulations. The Com- 
missioner, with the approval of the -Sec- 
retary, is authorized to make such rules 
and regulations as may be necessary to 
carry out the provisions of this section. 

“(o) Transfer of duties 

“For transfer of powers and duties of 
Commissioner and his agents, see section 
8170. 

“58 Stat. 368, amended July 3. 1948. c. 
829, U W. 62 Stat. 1250.” 

Text of Amendatory Revenue Acts. 
Complete original text of Revenue Acts 
amending this section. 1030 to date, see 
volumes “Title 20 — Internal Revenue 
Acts”. 

BeirfUlatlve History; For legislative 
history and purpose of Act July 3, 1948. 
see lOfe XJ.S.Oode Cong.Servlee, p. 2837. 


§ 3155# ReqRiremeBts or broweirs 

(ft) Notice of bRslROSs, Every brewer shall, before commencing or 
-continuing business, file with the officer designated for that purpose by 
the Commissioner a notice in writing and in the form prescribed by the 
Commissioner, with the approval of the Secretary. Such notice shall set 
forth (a) the name and residence of the brewer, and the names and 
residences of all such persons interested or to be interested in the business, 
directly or indirectly, as the Oommissioner shall prescribe, (b) the precise 
place where the business is to be carried on, including a description ot 
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the premises on which the brewery is situated, the title of the brewer 
to the premises, and the name of the owner thereof, and (c) such addi- 
tional particulars as the Commissioner shall prescribe as necessary for 
the protection of the revenue. 

(b) Bonds. Every brewer, on filing notice as provided by law of 
his intention to commence or continue business, shall execute a bond to 
the United States in a penal sum equal to the amount of the tax on fer- 
mented malt liquor which, in the opinion of the Commissioner, said brewer 
will be liable to pay during any one month: Provided^ That the penal sum 
of any such bond shall not exceed $100,000 nor be less than $1,000. The 
bond shall be conditioned that the brewer shall pay, or cause to be paid, 
as herein provided, the tax required by law on all beer, lager beer, ale, 
porter, and other fermented liquors made by or for him, before the same 
is sold or removed for consumption or sale, except as hereinafter provided; 
and that he shall keep, or cause to be kept, in the manner required by 
law, a book which shall be open to inspection by the proper ofScers, as 
by law required; and that he shall in all respects faithfully comply, with- 
out fraud or evasion, with all requirements of law relating to the manufac- 
ture and sale of any malt liquors aforesaid. Once in every four years, or 
whenever required so to do by the Commissioner, or such officer as may 
be designated by the Commissioner, the brewer shall execute a new bond 
in the penal sum prescribed in pursuance of this section, and conditioned 
as above provided, which bond shall be in lieu of any former bond or bonds 
of such brewer in respect to all liabilities accruing after its approval. 

(c) Books and monthly statement. Every person who owns or occu- 
pies any brewery, or premises used or intended to be used for the purpose 
of brewing or making such fermented liquors, or who has such premises 
under his control or superintendence, as agent for the owner or occupant, 
or has in his possession or custody any brewing materials, utensils, or ap- 
paratus, used or intended to be used on said premises in the manufacture 
of beer, lager beer, ale, porter, or other similar fermented liquors, either 
as owner, agent, or superintendent, shall, from day to day, enter, or cause 
to be entered, in a book to be kept by him for that purpose, the kind of such 
malt liquors, the estimated quantity produced in barrels, and the actual 
quantity sold or removed for consumption or sale in barrels or fractional 
parts of barrels. He shall also, from day to day, enter, or cause to be en- 
tered, in a separate book to be kept by him for that purpose, an account of 
all materials by him purchased for the purpose of producing such fer- 
mented liquors, including grain and malt. 

And he shall render to the collector, or the proper deputy collector, 
on or before the 10th day of each month, a true statement, in writing, in 
duplicate, taken from his books, of the estimated quantity in barrels of 
such malt liquors brewed, and the actual quantity sold or removed for 
consumption or sale during the preceding month; and shall verify, or 
cause to be verified, the said statement, and the facts therein set forth, 
by oath, to be taken before the collector of the district, or proper deputy 
collector, according to the form required by law. 

Said books shall be open at all times for the Inspection of any collector, 
deputy collector, inspector, or revenue agent, who may take memorandums 
and transcripts therefrom. 

(d) Monthly verification of entries In books. The entries made in such 
books shall, on or before the 10th day of each month, be verified by the 
oath of the person by whom they are made. The said oath shall be written 
in the book at the end of such entries, and be certified by the officer ad- 
ministering the same, and shall be in form as follows : 

'T do swear (or affirm) that the foregoing entries were made by nie^ 
and that they state trqiy, according to the jDest of my knowledge and be- 
lief, the estimated quantity of the whole amount of such malt liquors 
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brewed, and the actual quantity sold, and the actual quantity removed, 
from the brewery owned by , in the county of ; and, fur- 

ther, that I have no knowledge of any matter or thing required by law 
to be stated in said entries which has been omitted therefrom/' 

And the owner, agent, or superintendent aforesaid shall also, in case 
the original entries made in his book were not made by himself, subjoin 
thereto the following oath, to be taken in manner as aforesaid: 

“I do swear (or affirm) that, to the best of my knowledge and belief, 
the foregoing entries fully set forth all the matters therein required by 
law; and that the same are just and true; and that I have taken all the 
means in my power to make them so." 

(e) Stamping and monthly report of retail sales. Every brewer who 
sells fermented liquor at retail at the brewery or other place where the 
same is made, shall affix and cancel the proper stamps upon the hogsheads, 
barrels, or kegs in which the same is contained, and shall keep an account 
of the quantity so sold by him, and of the number and size of the hogs- 
heads, barrels, or kegs in which the same has been contained, and shall 
make a report thereof, verified by oath, monthly to the collector. 

(f) Hranding name of manufacturer and place of manufacture on con- 
tainers. Every brewer shall, by branding, mark or cause to be marked 
upon every hogshead, barrel, or keg containing the fermented liquor made 
by him, before it Is sold or removed from the brewery or brewery ware- 
house, or other place of manufacture, the name of the person, firm, or 
corporation by whom such liquor was manufactured, and the place of man- 
ufacture; and every person other than the owner thereof, or his agent 
authorized so to do, who intentionally removes or defaces such marks 
therefrom, shall be liable to a penalty of $60 for each cask or other vessel 
from which the mark is so removed or defaced: Provided, That when a 
brewer purchases fermented liquor finished and ready for sale from an- 
other brewer, in order to supply the customers of such purchaser, the pur- 
chaser may, upon written notice to the collector of his intention so to do, 
and under such regulations as the Commissioner may prescribe, furnish 
his own vessels, branded with his name and the place where his brewery 
is situated, to be filled with the fermented liquor so purchased, and to be 
so removed; the proper stamps to be affixed and canceled, as aforesaid, 
by the manufacturer before removal. 

(g) Transfer of duties 

For traaisfor of powers anfi datioei of Commissioner and his agents, see section 3170. 
63 Stat 368, 

§ S156, Fermtt to operate brewery temporarily at another place 

(a) Eeqwiremeiits. Whenever, In the opinion of the collector of any 
district, it becomes requisite or proper, by reason of an accident to any 
brewery therein by fire or flood, or of such brewery undergoing repairs, or 
of other circumstances, that the brewer carrying on the same shall be per- 
mitted to conduct his business wholly or in part at some other place within 
such district or an adjoining district for a temporary period, it shall be 
lawful for such collector, under such regulations and subject to such limi- 
tation of time as the Commissioner may prescribe, to issue a permit to such 
brewer, authorizing him to conduct his business wholly or in part, accord- 
ing to the circumstances, at such other place, for a period to be stated 
in such permit; and such brewer shall not be required to pay another 
special tax for the purpose* 

(b) Transfer of duties 

For' transfer of poweri and duties of Commission^ and Ms agents, see section 3170, 

m stat S70. 
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§ S157. Battling fermented llqnors 

(a) Requirements. Every person wlio withdraws any fermented malt 
liquor from any hogshead, barrel, or keg upon which the proper stamp 
has not been affixed for the purpose of bottling the same, or who carries 
on or attempts to carry on the business of bottling fermented malt liquor 
in any brewery or other place in which fermented malt liquor is made, 
or upon any premises having communication with such brewery, or any 
warehouse, shall be liable to a fine of $500, and the property used in 
such bottling or business shall be liable to forfeiture: Provided., hotvever, 
That this section shall not be construed to prevent the transfer of any 
unfermented, partially fermented, or fermented malt liquors from any 
of the vats or tanks in any brewery by way of a pipe line or other con- 
duit to another building or place on the brewery premises for the sole 
purpose of bottling the same, such pipe line or conduit to be constructed 
and operated in such manner and with such cisterns, vats, tanks, valves, 
cocks, faucets, meters, and gages, or other utensils or apparatus, either 
in the brewery or in the bottling house, and with such changes of or 
additions thereto, and such locks, seals, or other fastenings, and under 
such rules and regulations as shall be from time to time prescribed by 
the Commissioner, subject to the approval of the Secretary: Provided 
further, That the tax imposed by law on fermented malt liquor shall be 
paid on all bottled fermented malt liquor at the time of removal for con- 
sumption or sale, in such manner as may be prescribed by regulations 
pursuant to section 3150(b) (2). And any violation of the rules and 
regulations prescribed by the Commissioner, with the approval of the 
Secretary, in pursuance of these provisions shall be subject to the penal- 
ties above provided by this section. Every owner, agent, or superin- 
tendent of any brewery or bottling house who removes, or connives at 
the removal of, any fermented malt liquor through a pipe line or conduit, 
with the intent to defraud the revenue, shall forfeit all the liquors made 
by and for him, and all the vessels, utensils, and apparatus used in mak- 
ing the same. 

(b) Rules and regulations. The Commissioner is hereby authorized, 
with the approval of the Secretary, to make all rules and regulations 
necessary to carry out the provisions of this section. 

(c) Transfer of duties 

For transfer of powers and duties of Commissioner and his agents, see section 3170. 
63 Stat. 370, amended Aug. 23, 1949, c. 498, § 3, 63 Stat. 624. 

Historical Note 

1949 Amendment. Subsec. (a) amend- first month which begins six months or 
ed by Act Aug. 23, 1949. to provide for more after Aug. 23, 1949, see note set 
the transfer of unfermented, partially out under section 8150 of this title, 
fermented, or fermented malt liquor from 

the brewery to another building or place Text of Amendatory JBtev’onue Acts, 
on the brewery premises for the sole pur- Complete original text of Revenue Acts 
pose of being bottled and to provide for amending this section, 1939 to date, see 
payment of the tax on bottled fermented volumes “Title 26— Internal Revenue 
malt liquor at the time of removal for Acts”. 

consumption or sale. liegisLatire History: For legislative 

Effective Bate of 1949 Amendment. history and purpose of Act Aug. 23, 1949, 
Amendment of section by Act Aug. 23, U.'S.Code Cong.Service, p. 1842. 

1949, effective as of the first day of the 

§ 3158. Brewery premises 

The brewery premises shall consist of the land and buildings described 
in the brewer’s notice and shall be used solely for the purpose of manu- 
facturing beer, lager beer, ale, porter, and similar fermented malt liquors, 
cereal beverages containing less than one-half of 1 per centum of alcohol 
by volume, vitamins, ice, malt, malt sirup, and other byproducts; of 
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bottling fermented malt liauors and cereal beverages as hereinafter 
provided; of drying spent grain from the brewery; of recovering carbon 
dioxide and yeast; and of storing bottles, packages, and supplies neces- 
sary or incidental to all such manufacture: Provided., That undelivered 
tax-paid fermented malt liquor in stamped barrels or kegs returned to a 
brewery may be temporarily stored therein, subject to such conditions 
and under such regulations as the Commissioner, with the approval of 
the Secretary, shall prescribe. The bottling of fermented malt liquors 
and cereal beverages on the brewery premises shall be conducted only 
in the brewery bottling house which shall be located on such premises. 
The brewery bottling house shall be separated from the brewery in such 
manner as the Commissioner, with the approval of the Secretary, may by 
regulations prescribe. The brewery bottling house shall be used solely 
for the purpose of bottling beer, lager beer, ale, porter, and similar 
fermented malt liquors, and cereal beverages containing less than one- 
half of 1 per centum of alcohol by volume; and for the storage of 
bottles, tools and supplies necessary or incidental to the manufacture 
or bottling of fermented malt liquor and cereal beverages. Notwith- 
standing the foregoing provisions, where any such brewery premises or 
bi^owery bottling house was, on June 26, 1936, being used by any brewer 
for purposes other than those herein described, or the brewery bottling 
house was, on such date, being used for the bottling of soft drinks, the 
use of the brewery and bottling-house premises for such purposes may 
be continued by such brewer. The brewery bottling house of any brew- 
ery shall not be used for the bottling of the product of any other brewery. 
Any brewer who uses his brewery or bottling house contrary to the 
provisions of this subsection shall be fined not more than $50 with re- 
spect to each day upon which any such use occurs. 63 Stat. 871, amended 
Aug. 23, 1949, c. 498, § 4, 63 Stat. 625, 


Historical Note 


1049 ATOcndinent, Act Aug. 23, 1949, 
amended section to axithoriasc the bottling 
of fomented malt liquors and cereal bev- 
erages on the brewery promises, 

BflToctlv© Bat© of 1049 Aurtoudmont. 
Amendment of section by Act Aug, 23, 
1949, effoctive as of the first day of the 
first month which begins six months or 
more after Aug. 23, IMD, see note set out 
under section 3150 of this title. 


Text of Amendatory Reveim© Acts. 
Complete original text of Revenue Acts 
amending this section, 1039 to date, see 
volumes **Title 26 — ^Internal Revenue 
Acts". 

legislative History: Rot legislative 
history and purpose of Act Aug. 23, 1940, 
see 1949 U.S.Code Cong.Service, p. 1842. 


§ S150. Penalties and forfeitures 

(a) Evasion of tax or noncompHance with requirements on brewers. 
Every owner, agent, or superintendent of any brewery, vessels, or utensils 
used in making fermented liquors, who evades or attempts to evade the 
payment of the tax thereon, or fraudulently neglects or refuses to make 
true and exact entry and report of the same in the manner required by 
law, or to do, or cause to be done, any of the things by law required to be 
don© by him, or who intentionally makes false entry in said book or in said 
statement, or knowingly allows or procures the same to be done, shall — 

(1) B\)rMtures. Forfeit, for every such oflfense, all the liquors made 
by him or for him, and all the vessels, utensils, and apparatus used in 
making the same, and 

(ft) Fcmalties, Be liable to a penalty of not less than $500 nor more 
than $1,000, to be recovered with costs of suit, and shall be deemed guilty 
of a misdemeanor, and be imprisoned for a term not exceeding one 
year. 

(b) Neglect to fce^ bobtai or furnish , accounts. Every brewer who 
neglects to keep books or refuses to furnish the' account and duplicate 
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thereof as provided by law, or refuses to permit the proper officer to exam- 
ine the books in the manner provided, shall, for every such refusal or 
neglect, forfeit and pay the sum of |300. 

(c) Flagrant and willful removal of malt Uqnors without tax payment. 
For flagrant and willful removal of taxable malt liquors for consumption 
or sale, without payment of tax thereon, all the right, title, and interest of 
each person, who has knowingly suffered or permitted such removal or 
has connived at the same, in the lands and buildings constituting the 
brewery premises and bottling house shall be forfeited by a proceeding in 
rem in the District Court of the United States having jurisdiction thereof. 

rd) Fraud or neglect In affixing or canceling stamps. Eve^ brewer 
who refuses or neglects to affix and cancel, in the manner provided under 
section 3152(b), the stamps required by law, or who affixes a. false or 
fraudulent stamp, or knowingly p^mits the same to be done, shall pay 
a penalty of $100 for each hogshead, barrel, or keg on which such omission 
or fraud occurs, and be imprisoned not more than one year. 

(e) Sale, removal, or receipt without proper stamp or permit. When- 
ever any brewer, cartman, agent for transportation, or other person, sells, 
removes, receives, or purchases, or in any way aids in the sale, remova, , 
receipt, or purchase, of any fermented liquor contained in any hogshead, 
barrel, keg, or other vessel from any brewery or brewery warehouse, upon 
which the stamp, or permit, in case of removal, required hy law, has not 
been affixed, or on which a false or fraudulent stamp, or permit, in case of 
removal, is affixed, with knowledge that it is such, or on which a stamp, or 
permit, in case of removal, once canceled, is used a second time, he shall 
be fined $100 and imprisoned for not more than one year. 

(f) Withdrawal from improperly stamped containers or vpithout de- 
stroying stamps, penalty. Whenever any retail dealer, or other person, 
withdraws or aids in the withdrawal of any fermented liquor from any 
hogshead, barrel, keg, or other vessel containing the same, without de- 
stroying or defacing the stamp affixed thereon, or withdraws or aids in 
the withdrawal of any fermented liquor from any hogshead, barrel, keg, 
or other vessel, upon which the proper stamp has not been affixed or on 
which a false or fraudulent stamp is affixed, he shall be fined $100 and 
Imprisoned not more than one year. 

(g) Oounterfeitiog stamps and permits and traffickiiig in used stamps* 
penalty. Every person who makes, sells, or uses any false or counter- 
feit stamp or permit, or die for printing or making stamps or permits, 
which is in imitation of or purports to he a lawful stamp, permit, or die 
of the kind before mentioned in this chapter, or who procures the same 
to be done, and every person who shall remove, or cause to be removed, 
from any cask or package of fermented liquors, any stamp denoting the 
tax thereon, with intent to reuse such stamp, or who, with intent to de- 
fraud the revenue, knowingly uses, or permits to be used, any stamp re- 
moved from another cask or package, or receives, buys, sells, gives away, 
or has in his possession, any stamp so removed, or makes any fraudulent 
use of any stamp for fermented liquors, shall be fined not less than $100 
nor more than $1,000, and imprisoned not less than six months nor more 
than three years. 

(h) Fossession with tax not paid* forfeiture. The ownership or pos- 
session by any person of any fermented liquor after its sale or removal 
from the brewery or warehouse, or other place where it was made, upon 
which the tax required has not been paid, shall render such liquor liable 
to seizure wherever found, and to forfeiture, removal under said permits 
excepted. 

And the absence of the proper stamps from any hogshead, barrel* Jkeg, 
or other vessel containiBg fermented liquor, after Its sale or removal 
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from the brewery where it was made, or warehouse as aforesaid, shall 
be notice to all persons that the tax has not been paid thereon, and shall 
be prima facie evidence of the nonpayment thereof. 

(i) Kemoval or defacement of stamps by others than the owner. Every 
person, other than the purchaser or owner of any fermented liquor, or 
person acting on his behalf, or as his agent, who intentionally removes or 
defaces the stamp or permit afdxed upon the hogshead, barrel, keg, or 
other vessel, in which the same is contained, shall be liable to a fine off 
$50 for each such vessel from which the stamp or permit is so removed 
or defaced, and to render compensation to such purchaser or owner for all 
damages sustained by him therefrom. 

(J) Fraudulent removal of bottled fermented malt liquors. Any brew- 
er or other person who removes or in any way aids in the removal from 
any brewery or brewery bottling house of any bottled fermented malt 
liquors on which the required tax has not been paid shall be fined $100 
and imprisoned for not more than one year. 

(k) Intentional removal or defacement of manufacturer's marks on 
containers 

For penalty imposed for intentional removal or defacement of manu- 
facturer's marks required upon a hogshead, barrel, keg, or other vessel 
containing fermented liquor, see section 3156(f). 

( l ) Violations of provisions relating to bottling 

For penalties and forfeitures Imposed for violating provisions relating 
to bottling of fermented liquors, see section 3167. 

(m) Other violations 

For penalty and forfeiture imposed upon wholesale liquor dealers for 
committing offenses not specifically covered by law, see section 2806(g). 
63 Stat. 371, amended Aug. 23, 1949, c. 498, § 5, 63 Stat. 626. 


Historical Note 


IMO Amondment. Former siibsocs. (j)- 
(l) relettered (k)-(m) and now snbBec. (J) 
added by Act Aug. 23, 1040. 

Fffcotlv© Date of 1940 Amendment. 
Amendment of section by Act Aug. 23, 
1949, effective as of the first day of the 
first month which begins six months or 
more after Aug. 23, 1940, see note set 
out under section 8160 of this title. 


Text of Amendatory Bevenue Acts. 
Complete original text of Revenue Acts 
amending this section, 1989 to date, see 
volumes “Title 26— 'Internal Revenue 
Acts". 

legislative History: For legislative 
history and purpose of Act Aug. 23, 1949, 
see 1949 tJ.S.Code Cong.Service, p, 1S42. 


§ 8100. Gallon defined 

The word '‘gallon/' wherever used in the internal revenue law, relating 
to beer, lager beer, ale, porter, and other similar fermented liquors, shall 
be held and taken to mean a wine gallon, the liquid measure containing 
two hundred and thirty-one cubic Inches. 63 Stat. 373. 


SUBCHAPTER MISCELLANEOUS GENERAL PROTISIONS 
§ SI 70. Transfer and delegation Of powers 

The Secretary is authorized to confer and Impose upon the Commissioner 
and any of Ms assistants, agents, or employees, and upon any other oflacer, 
employee, or agent of the Treasury Department, any of the rights, privi- 
leges, powers, duties, and protection conferred or imposed upon the Sec- 
retary, or any officer or employee of the Treasury Department, by any law 
now or hereafter in force relating to the tamtlon, exjpiortation, transporta- 
tion, manufacture, possession, or use of, or in, distilled spirits,' wine, 
fermented liquors, or denatured alcohol 63 Stat 873, amended Mar. 17, 
1941, c. 21, ! 1, 66 Stat 46, effi Feb. 11, 1939. 
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Historical Not© 

1941 Amendment. Act Mar. 17, 1941, Text of Amendatory Acts, 

amended section by striking out “or§ ** Complete original text Acta 

preceding *‘by any law**. amending this section, 1939 to ^te, see 

volumes “Title 2d-~Internal Bevenue 
Acts**. 

§ 31 Tl, Becords, statements, and retTirns 

(a) Keqiiirements- Every person liable to any tax imposed by tbia 
chapter, or for the collection thereof, shall keep such records, render un- 
der oath such statements, make such returns, and comply with such rules 
and regulations, as the Commissioner, with the approval of the Secretary, 
may from time to time prescribe. 

(b) Transfer of duties 

For transfer of powers and duties of Commissioner and his agents, see section 3170, 
53 Stat. 373. 

§ 3172. Discretionary method for collecting tax 

(a) Power of Oommissioner. Whether or not the method of collecting 
any tax imposed by this chapter is specifically provided herein, any such 
tax may, under regulations prescribed by the Commissioner with the ap- 
proval of the Secretary, be collected by stamp, coupon, serial-numbered 
ticket, or such other reasonable device or method as may be necessary or 
helpful in securing a complete and prompt collection of the tax. All ad- 
ministrative and penalty provisions of subchapters A, B, and C of chapter 
11, in so far as applicable, shall apply to the collection of any tax which 
the Commissioner determines or prescribes shall be collected in such 
manner. 

(b) Transfer of duties 

For transfer of powers and duties of Commissioner and his agents, see section 3170. 
53 Stat. 374. 

§ 3173, Penalties and forfeitures 

(a) Removal or transportation of liquors or wines under improper 
brands. Whenever any person ships, transports, or removes any spirit- 
uous or fermented liquors or wines, under any other than the proper name 
or brand known to the trade as designating the kind and quality of the con- 
tents of the casks or packages containing the same, or causes such act to 
be done, he shall forfeit said liquors or wines, and casks or packages, and 
be subject to pay a fine of $500. 

(b) Other violations 

(1) Any person required to pay, or to collect, account for and pay 
over any tax on distilled spirits, wines, or fermented malt liquors, or re- 
quired by law or regulations made under authority thereof to make a re- 
turn or supply any information for the purposes of the computation, as- 
sessment or collection of any such tax, who fails to pay, collect, or truly 
account for and pay over any such tax, make any such return or supply 
any such information at the time or times required by law or regulation 
shall in addition to other penalties provided by law be subject to a penalty 
of not more than $1,000. 

(2) Any person who willfully refuses to pay, collect, or truly account 
for and pay over any such tax, make such return or supply such informa- 
tion at the time or times required by law or regulation, or who willfully 
attempts in any manner to evade such tax shall be guilty of a misdemeanor 
and in addition to other penalties provided by law shall be fined not more 
than $10,000 or imprisoned for not more than one year, or both, together 
'with the costs of prosecution. 
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(3) Any person who willfully refuses to pay, collect, or truly account 
for and pay over any such tax shall in addition to other penalties provided 
hy law he liable to a penalty of the amount of the tax evaded, or not paid, 
collected, or accounted for and paid over, to be assessed and collected in 
the same manner as taxes are assessed and collected: Provided, hotvever. 
That no penalty shall be assessed under this paragraph for any offense 
for which a penalty may be assessed under authority of section 3612, or 
of section 2801(f) or 3043, or for any offense for which a penalty has been 
recovered under section 2806(e). 

(4) The term '^person'' as used in this subsection includes an officer 
or employee of a corporation or a member or employee of a partnership, 
who as such officer, employee, or member is under a duty to perform the 
act in respect of which the violation occurs. 

(c) Fossession of devices for enutting gas, smoke, etc,; explosives and 
fiicarms 

(1) Whoever, when violating* any law of the United States, or of any 
Territory or possession of the United States, or of the District of Columbia, 
in regard to the manufacture, taxation, or transportation of or traffic in 
distilled spirits, wines, or fermented malt liquors, or when aiding in any 
such violation, has in his possession or in his control any device capable 
of causing emission of smoke, gas, or fumes, and which may be used for 
the purpose of hindering, delaying, or preventing pursuit or capture, any 
explosive, or any firearm (as defined in section 2733), except a machine 
gun, or a shotgun or rifie having a barrel of less than eighteen inches in 
length, shall be fined not more than $6,000 or be imprisoned for not more 
than ton years, or both, and all persons engaged in any such violation 
or in aiding in any such violation shall be held to be in possession or con- 
trol of such device, firearm, or explosive* 

(2) Whoever, when violating any such law, has in his possession or In 
his control a machine gun, or any shotgun or rifle having a barrel of less 
than eighteen Inches In length, shall be punished by imprisonment for 
not more than twenty years; and all persons engaged in any such viola- 
tion or in aiding in any such violation shall be held to be in possession 
and control of such machine gun, shotgun, or rifle. 

(3) Every such firearm or device for emitting gas, smoke, or fumes, 
and every such explosive, machine gun, shotgun, or rifle, in the possession 
or control of any person when violating any such law, shall be seized and 
shall be forfeited and disposed of in the manner provided by section 2730. 

(4) As used in this subsection the term ''machine gun" means any 
weapon which shoots, or is designed to shoot, automatically or semi-auto- 
matically, more than one shot, without manual reloading, by a single 
function of the trigger. 

(d) Eetum on bond of vessel or vehicle seized for violation; discre- 
tion of court; definitions. Notwithstanding any provisions of law relating 
to the return on bond of any vessel or vehicle seized for the violation of 
any law of the United States, the court having jurisdiction of the subject 
matter, may, in its discretion and upon good cause shown by the United 
States, refuse to order such return of any such vessel or vehicle to the 
claimant thereof. 

As used in this subsection the word "vessel" includes every descrip- 
tion of watercraft used, or capable of being used, as a means of transpor- 
tation in water or in water and air; and the word "vehicle" includes every 
animal and description of carriage or other contrivance used, or capable of 
being used* as a means of transportation on land or through the air. 63 
Stat. 874. 
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§ 8174. Territorial esctent of law 

The internal revenue laws imposing taxes on distilled spirits and fer- 
mented liguors shall be held to extend to such articles produced anywhere 
within the exterior boundaries of the United States, whether the same be 
within a collection district or not. 53 Stat. 3 75. 

§ 8175. Other laws applicable 

All administrative, special, or stamp provisions of law, including the 
law relating to the assessment of taxes, so far as applicable, shall be ex- 
tended to and made a part of this chapter. 63 Stat. 376. 

§ 8176. Rules and regulations 

(a) Power of Commissioner. The Commissioner, with the approval of 
the Secretary, shall prescribe and publish all needful rules and regula- 
tions for the enforcement of this chapter, 

(b) Transfer of duties 

For transfer of powers and duties of Commissioner and his agent, see section 3170i 
53 Stat, 376. 

§ 8177. Manufacturing bonded warehouses 

(a) Establishment and use. All medicines, preparations, compositions, 
perfumery, cosmetics, cordials, and other liauors manufactured wholly 
or In part of domestic spirits, intended for exportation, as provided by law, 
in order to be manufactured and sold or removed, without being charged 
with duty and without having a stamp affixed thereto, shall, under such* 
regulations as the Secretary may prescribe, be made and manufactured in. 
warehouses similarly constructed to those known and designated in Treas- 
ury regulations as bonded warehouses, class six: Provided, That such 
manufacturer shall first give satisfactory bonds to the collector for the 
faithful observance of all the provisions of law and the regulations as« 
aforesaid, in amount not less than half of that required by the regulations- 
of the Secretary from persons allowed bonded warehouses. 

(b) Materials for manufacture 

(1) Materials exportable free of tax. Any manufacturer of the arti- 
cles aforesaid, or of any of them, having such bonded warehouse as afore- 
said, shall be at liberty, under such regulations as the Secretary may 
prescribe, to convey therein any materials to be used in such manufacture 
which are allowed by the provisions of law to be exported free from tax 
or duty, as well as the necessary materials, implements, packages, vessels, 
brands, and labels for the preparation, putting up, and export of the sald^ 
manufactured articles; and every article so used shall be exempt from the 
payment of stamp and excise duty by such manufacturer. Articles and? 
materials so to be used may be transferred from any bonded warehouse 
in which the same may be, under such regulations as the Secretary may 
prescribe, into any bonded warehouse in which such manufacture may be- 
conducted, and may be used in such manufacture, and when so used shall 
be exempt from stamp and excise duty; and the receipt of the officer to 
charge as aforesaid shall be received as a voucher for the manufacture or 
such articles. 

(2) Imported materials. Any materials Imported Into the United States- 
may, under such rules as the Secretary may prescribe, and under the direc- 
tion of the proper officer, be removed to original packages from on ship- 
board, or from the bonded warehouse in which the same may be, into the- 
bonded warehouse in which such manufacture may be carried on, for the- 
purpose of being used to such manufacture, without payment of duties- 
thereon, and may there be used in such manufacture. No article sci re- 
moved, nor any article manufactured in said bonded warehouse, shall be- 
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tak^n therefrom except for exportation, under the direction of the proper 
officer having charge thereof as aforesaid, whose certificate, describing 
the articles by their mark or otherwise, the quantity, the date of importa- 
tion, and name of vessel, with such additional particulars as may from 
time to time be required, shall be received by the collector of customs in 
cancellation of the bond, or return of the amount of foreign import duties. 

(c) Supervision. All labor performed and services rendered under 
these regulations shall be under the supervision of an officer of the cus- 
toms, and at the expense of the manufacturer. 

(d) Removal 

(1) In general. Such goods, when manufactured in such warehouses, 
may be removed for exportation under the direction of the proper officer 
having charge thereof, who shall be designated by the Secretary, without 
being charged with duty, and without having a stamp affixed thereto. 

(2) To Pacific coast. Any article manufactured in a bonded warehouse 
established under subsection (a), and situated in any of the Atlantic 
States, may be removed therefrom for transportation to a customs bonded 
warehouse at any port on the Pacific coast of the United States, for the 
purpose only of being exported therefrom, under such regulations and upon 
the execution of such bonds or other security as the Secretary may pre- 
scribe. 

(8) Cross references 

For special provisions relating to removal of manufactures of Imported materials, 
see paragraph (2) of subsection (b). 

If or provisions relating specifically to withdrawal of distilled spirits from distillery 
warehouses for use in manufacturing bonded warehouses, see section 2891. 

63 Stat. 375. 

§ 8178. Special provisions relating to distilled spirits and wines recti- 
fied in bonded manufacturing warehouses 

Distilled spirits and wines which are rectified in bonded manufacturing 
warehouses, class six, and distilled spirits which are reduced in proof and 
bottled in such warehouses, shall be deemed to have been manufactured 
within the meaning of section 311 of the Tariff Act of 1930, 46 Stat. 692 
(U.S.C., Title 19, sec, 1311), and may be withdrawn as provided in such 
section, and likewise for shipment In bond to Puerto Rico, subject to the 
provisions of such section, and under such regulations as the Secretary 
may prescribe, there to be withdrawn for consumption or be reware- 
housed and subsequently withdrawn for consumption: Provided, That no 
internal-revenue tax shall be imposed on distilled spirits and wines recti- 
fied in class six warehouses if such distilled spirits and wines are exported 
or shipped in accordance with the provisions of such section, and that no 
person rectifying distilled spirits or wines In such warehouses shall be 
subject by reason of such rectification to the payment of special tax as a 
rectifier. 63 Stat. 377. 

§ 8178. Exemption and drawbadfe in case of exportation 

(a) Exemption. Under such rules and regulations as the Commis- 
sioner with the approval of the Secretary may prescribe, the amount of 
any internal revenue tax erroneously or Illegally collected in respect to 
exported articles may be refunded to the exporter of the article, instead 
of to the manufacturer, if the manufacturer waives any claim for the 
amount so to be refunded. 

(b) Drawbar. Upon the exportation of distilled spirits and wines 
manufactured or produced in the United States on which an internal- 
revenue tax has been paid, and which are contained in any cask or pack- 
age or in bottles packed in cases or other containers, there shall be al- 
lowed, under regulatiOttS to be prescribed by the Coinmisslonar, with the 
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approval of tlie Secretary, a drawbacls: eaual in amount to tlie tax found 
to have been paid on such distilled spirits and wines: Provided, That such 
distilled spirits and wines have been packaged or bottled especially for 
export, under regulations prescribed by the Commissioner, with the 
approval of the Secretary. The Commissioner, with the approval of the 
Secretary, is authorized to prescribe regulations governing the determina- 
tion and payment of drawback of internal-revenue tax on domestic dis- 
tilled spirits and wines, including the requirement of such notices, bonds, 
bills of lading, and other evidence of payment of tax and exportation as 
shall be deemed necessary. 

(c) Transfer of duties 

For transfer of powers and duties of Commissioner and his agents, see section 3170. 
53 Stat. 377, amended July 14. 1947, c. 245, 61 Stat. 319. 


Historical Note 


1947 Amendment. Subsec (b) amended 
by Act July 14, 1947, which extended 
drawback provisions to distilled spirits 
and wines in casks and packages as well 
as bottles and transferred the regulatory 
powers in last sentence from the Secre- 
tary to the Commissioner, with the ap- 
proval of the Secretary. 


Text of Amendatory Eevenne Act®. 
Complete original text of Revenue Acts 
amending this section, 1939 to date, see 
volumes “Title 26 — Internal Revenue 
Acts”. 

Congressional Comment: For legisla- 
tive history and purpose of Act July 14, 
1947, see 1947 U.S.Code Cong Service, p. 
1290. 


§ 8180. Distilleries erected prior to July 20, 1868 

(a) Requirements. In any case where the owner of a distillery or 
distilling apparatus, erected prior to July 20, 186 8, has only an estate for 
a term of years or other estate less than fee-simple in the lot or tract of 
land on which the distillery is situated, the evidence of title to which 
shall have been duly recorded prior to that date; or in like case, where 
the lease or other evidence of title is held but was not required by the 
laws of the State to be recorded in order to be valid at the time of its 
execution; or in any case of such prior erection where the title was 
then, and has continued to be, in litigation; or in any case of such prior 
erection where such owner Is possessed of the fee, but encumbered with 
a mortgage executed and duly recorded prior to July 20, 1868, and not due, 
or in any case of such prior erection where the fee is held by a femme- 
covert, minor, person of unsound mind, or other person incapable of 
giving consent, as required in section 2815(b) (1) (B), the value of such 
lot or tract of land, together with the building and distilling apparatus, 
shall be appraised in the manner to be prescribed by the Commissioner 
pursuant to section 2815(b) (1) (C); and the officer designated by the 
Commissioner may, at the discretion of the Commissioner, be authorized 
to accept, in lieu of the said written consent, the bond of such distiller, 
in such form as the Commissioner may prescribe, with not less than twe 
personal sureties or one corporate surety, conditioned that in case the 
distillery, distilling apparatus, or any part thereof, shall by final judg- 
ment be forfeited for the violation of any of the provisions of law, the 
obligors shall pay the amount stated in said bond. Said sureties shall be 
residents of the collection district or county, or of an adjoining county in 
the same State in which the distillery is situated, and owners of unen- 
cumbered real estate in said district or county, or adjoining county, equal 
to such appraised value, and the penal sum of said bond shall be equal 
to the appraised value of said lot or tract of land together with the build- 
ings and distilling apparatus. 

(b) Bond. The officer designated by the Commissioner may at any 
time, at the discretion of the Commissioner, accept such bond as is author- 
ized to be given by the distiller in lieu of the written consent of the owner 
of the fee in the case of a distillery erected prior to July 20, 1863 not- 
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witlis tan ding sucli distillery has since then been increased by the addi- 
tion of land or buildings adjacent or contiguous thereto, not owned by 
the distiller himself in fee; such bond to be for and in respect of such 
addition only, if the distillery be one which the distiller owns in fee or 
in respect to which he has procured the written consent of the owner of 
the fee or other encumbrance, otherwise to be for and in respect of the 
entire distillery as increased by such addition. 

(c) Transfer of duties 

For transfer of powers and duties of Commissioner and Ms agents, see section 3170. 
S3 Stat. 377. 

§ 3181. Cross references 

For provision authorizing and directing officers of internal revenue to withhold re- 
lease of distilled spirits from bottling plants unless a certificate of label approval has 
been obtained or the application of the bottler for exemption has been granted, see 
section 6(e) of the Federal Alcohol Administration Act, as amended by section 505 of 
the Liquor Tax Administration Act, c. 830, 49 Stat 1960 (TT.S.C., Title 27, Sup. 11, § 
205(e) ). 

For power of marshals or deputy marshals to arrest persons operating illicit dis- 
tilleries, see section 9 of the act of March 1, 1879, c. 125, 20 Stat. 341 (TJ.S.C., Title 18, 
f 593). 

For authority to issue warrants of arrest for violation of Internal revenue laws up- 
on the sworn complaint of district attorneys, collectors, deputy collectors, revenue 
agents, or private citizens, see the act of March 2, 190L c, 814, 31 Stat 956 (U.S.C., 
Title 18, i 594). 

63 Stat. 378. 


Historical Koto 


Reforonces in Text. Section 9 of the 
act of March 1, 1879, c. 125. 20 Stat. 341 
(U.S.O., Title 18, § 593), referred to in 
the Hocond was repealed by 

Act June 25, 1948, c. 045, § 21, 62 Stat. 
862, and is now covered by rule 5(a) of 
the Federal Rules of Criminal Froco- 
dure, IS XJ.S.C.A. 


Act of March 2, 1901, c. 814, SI Stat 
050 (U.S.C., Title 18. § 694), referred to 
in the third paragraph, was repealed by 
Act June 25, 1948, c. (545, § 21, 62 Stat 
862, and la now covered by section 3045 
of Title 18, Crimes and Criminal Pro- 
cedure. 


§ 3182. Volatile fruit- flavor ccwxcoiitrates 

(a) Exemption. The provisions of this chapter (other than sections 
2810, 2819, and 2823 and other than sections 2827 to 2830, both inclusive) 
shall not bo applicable with respect to the manufacture, by any process 
which includes evaporations from the maSh or juice of any fruit, of any 
volatile fruit-flavor concentrate if — 

"'(1) such concentrate, and the mash or jluice from which it is pro- 
duced, contains no more alcohol than is reasonably unavoidable in the 
manufacture of such concentrate; and 

**( 2 ) such concentrate is rendered unfit for use as a beverage before 
removal from the place of manufacture; and 

^'(3) the manufacturer thereof keeps such records, renders such re- 
ports, flies such bonds, and complies with such other rules and regula- 
tions with respect to the production, removal, sale, transportation, and 
use of such concentrate and of the mash or juice from which such con- 
centrate is produced, as the Commissioner, with the approval of the Secre- 
tary, may proscribe as necessary for the protection of the revenues im- 
posed by this chapter. 

(b) CJontrol after tax-free notanufacture. If any volatile fruit-flavor 
concentrate (or any fruit mash or juice from which such concentrate is 
produced) containing one-half of 1 per centum or more of alcohol by 
volume, which is manufactured free from tax under the provisions of 
subsection (a), ia sold, transported, or used by any person In violation 
of the provisions of this chapter or regulations promulgated thereunder, 
such person and such concentrate, mash, or Juice shall be Subject to all 
f rovislotts of this chapter pertaining to distilled spirits and wines, includ- 
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Ing those requiring the pa 3 nneiLt of tax thereon; and the person so selling, 
transporting, or using such concentrate, mash, or juice shall be required 
to pay such tax. Added Aug. 17, 1949, c. 453, 63 Stat. 611. 

HietOTical Note 

Legislative History: Por legislative history and purpose of Act Aug. 17, 1949, 
see 1949 tJ.S.Code Cong- Service, p. 1S23. 

§ 3183 . National emergency transfers of distilled spirits 

(a) OPransfers permitted. Under regulations prescribed by the Secre- 
tary, distilled spirits of any proof including alcohol (the term distilled 
spirits’* or ‘'spirits** as hereinafter used in this section shall include alco- 
hol) may be removed in bond in approved containers and pipelines from 
any registered distillery including a registered fruit distillery (such reg- 
istered distillery and registered fruit distillery hereinafter referred to as 
“distillery*’), internal revenue bonded warehouse, industrial alcohol plant 
or industrial alcohol bonded warehouse to any distillery, internal revenue 
bonded warehouse, industrial alcohol plant or industrial alcohol bonded 
warehouse for redistillation, or storage, or any other purpose deemed 
necessary to meet the requirements of the national defense: Proindcd, 
That any such distilled spirits may be stored in approved tanks in, or 
constituting a part of, any internal revenue bonded warehouse or indus- 
trial alcohol bonded warehouse: Provided -further, That any such distilled 
spirits removed to an industrial alcohol plant or industrial alcohol bonded 
warehouse may be withdrawn therefrom if of a proof of one hundred and 
sixty degrees or more for any tax-free purpose, or upon payment of tax for 
any purpose, authorized by part II of subchapter C; and any such dis- 
tilled spirits removed to a distillery or Internal revenue bonded ware- 
house may be withdrawn therefrom if of a proof of one hundred and sixty 
degrees or more for any tax-free purpose authorized by part II of sub- 
chapter C or for any purpose authorized in the case of like spirits pro- 
duced at a distillery: Provided further. That any such distilled spirits, 
upon removal from a distillery or internal revenue bonded warehouse for 
transfer to an industrial alcohol plant or industrial alcohol bonded ware- 
house or for any tax-free purpose authorized by part II of subchapter C, 
shall be subject to the provisions of part II of subchapter C: Provided 
further, That when any distilled spirits are removed under the provisions 
of this section to a distillery, industrial alcohol plant, or industrial alco- 
hol bonded warehouse, the tax liability of the proprietor of the distillery, 
internal revenue bonded warehouse, industrial alcohol plant, or industrial 
alcohol bonded warehouse from which the spirits are removed, and the 
liens on such distillery, industrial alcohol plant, or Industrial alcohol 
bonded warehouse, shall cease; and at and from the time the distilled 
spirits leave the distillery, internal revenue bonded warehouse, industrial 
alcohol plant, or industrial alcohol bonded warehouse the tax shall be the 
liability of the proprietor of, and the liens shall be transferred to the prem- 
ises of, the distillery, industrial alcohol plant, or industrial alcohol bonded 
warehouse to which the distilled spirits are transferred: provided further, 
That when any distilled spirits are removed under the provisions of this 
section to an internal revenue bonded warehouse the proprietor of such 
warehouse shall be primarily liable for the tax on the spirits at and from 
the time the spirits leave the premises from which transferred: Provided 
further. That the provisions of section 2901 of the Internal Revenue Code 
shall apply in respect of losses of any distilled spirits transferred, or re- 
moved for transfer, under this section to a distillery or internal revenue 
bonded warehouse; and the provisions of section 3113 of the code shall 
apply in respect of losses of any distilled spirits transferred, or removed 
for 2870 of the Internal Revenue Code shall not apply to the production 
or transfer, under this section to an Industrial alcohol plant or industrial 
alcohol bonded warehouse: And provided further, That sections 2836 and 
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2870 of the Internal Revenue Code shall not apply to the production or 
redistillation and removal of any such spirits; nor shall sections 2800(a) 
<6) and 3250(f) of the code apply to the redistillation or to the mingling 
at a distillery or an internal revenue bonded warehouse or in the course 
^f removal, of any such spirits. 

(h) Exemption from statutory requirements. The Secretary may tem- 
porarily exempt proprietors of distilleries, internal revenue bonded ware- 
houses, industrial alcohol plants, or industrial alcohol bonded warehouses 
from any provision of the internal revenue laws relating to distilled 
•spirits, except those requiring payment of the tax thereon, whenever in his 
judgment it may seem expedient to do so to meet the requirements of the 
national defense. Whenever the Secretary shall exercise the authority 
•conferred by this subsection he may prescribe such regulations as may be 
necessary to accomplish the purpose which caused him to grant the ex- 
emption. 

(c) Termination of section. The authority conferred upon the Secre- 
tary by this section shall expire five years from the date of enactment 
of this section. Added July 11, 1951, c. 221, 65 Stat. 116. 

Historical Note 

!UF«ferenoos In Text. The Internal Rev- TiOfflslatlvo History; For legislative 
-©nne Code and the code wherever re- history and purpose of Act July 11, 1951, 
tferred to in the text of section refer to see 1951 U.S.Code Cong. Service, p. 1667. 
this title. 


SUB CHAPTER E. — DEFENSE TAX FOR FIVE YEARS 

•Subchapter F was added by Act June 
25, 1940, 11:45 a. m., E.S.T., c. 410, Title 
II, § 214, 54 Stat. 526, 

§ 8100 . Dofensc tax for five yoargi 

In lieu of the rates of tax specified In such of the sections of this title 
as are set forth In the following table, the rates applicable with respect 
to the period after June 30, 1940, and before July 1, 1945, shall be the 
rates set forth under the heading **Defonae-tax Rate”: 


Section 

Description of tax 

Old rate ^ 

Defense- 
tax rate 

8030(a)(1)(A) __ 

Still wines 

5 cents ... 

6 cents. 

S080(a) (1) (A) 

Still wines 

15 cents 

18 cents. 

3080(a)(1)(A) 

Still wines 

25 cents . 

80 cents. 

8080(a)(2) 

Sparkling wines * 

2 "^^ cents 

8 cents. 

3080(a)(2) 

Sparkling wines 

IVfc cents 

1% cents. 

8030(a)(2) 

Liqueurs, cordials, otc, ........ 

cents 

1% cents. 

8150(a) 

Fermented miUt liquors 

$5 



Added June 25, 1940, 11; 45 a, m., E. S* T., e. 419, Title II, | 214, 54 
.Stat 625. 


Historical Note 


of Bates. Act Soph 20, ■ 
1941, 12 p. m., e. 412, Title V, 

§1 521(b), 536, 550(a), 55 Stat TO^ TIO, 
*715, provided for the termination of the 
applicability of the rat«i specified la 
section as follows i 


521.1 (b) The rates specified in sub- 
section (a) Cof Act Sept 20, 1941, § 621, 
affectinir sections 1700, 1801, 1802, 1804, 
1806, 2000, 2700, 3150, 3«0, 3407, 34ll, 
3413, 3460, 34^ and 3482 of this 
title] shall he applicable only with re- 
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spect to tlio period after tbe dato of tlie 
enactment of tMs Act, and the rates spec- 
ified in section 1050(a), section 2004, and 
section 3190 of the Internal Bevenne 
Code shall not apply with respect to such 
period.*’ 

536.) The amendments made by 
this Part [Act Sept. 20, 1941, Title T, 
Part III, §5 531-536, affecting* sections 
1807, 1850, 2800, 2887, 3030, 3192, and 3400 
of this title] shall be applicable only 
with respect to the period beginning 
with October 1, 1941, and the rates spec- 
ified in section 1650(a), section 1807(b), 
section 2004, section 2800(g), and section 
3190 of the Internal Revenue Code shall 
not apply with respect to such period. 


This Part shall take effect oa October 
1. 1941.** 

“£§ 550.3 (a) The amendments mad® 

by this Part [Act Sept. 20, 1941, Title T, 
Part IT, §§ 541-550, affecting Title 26, 
Internal Revenue Code, §§ 1700, 1701, 
1710, 1712, 1715, 1716, 3403, 3404, 3405, 
3409, 3441, 3465, 3466,* and Title 16, Con- 
servation, §§ 18e, 407d3 shall be applica- 
ble only with respect to the period be- 
ginning with the effective date of this 
Part, and the rates specified in section 
1650(a), section 1807(b), section 2004, sec- 
tion 2800 (g), and section 3190 of the In- 
ternal Revenue Code shall not apply 
with respect to such period. This Part 
shall take effect on October 1, 1943L’* 


§ 3191. Floor stocks tax on fermented malt liquors 

(a) Moor stocks tax. Upon all fermented malt liqnoi^ upon which 
the internal-revenue tax imposed by law has been paid, and which on 
July 1, 1940, are held by any person and intended for sale there shall 
be levied, assessed, collected, and paid a floor stocks tax at a rate equal to 
the increase in rate of tax made applicable to such articles by section 
3190. The tax imposed by this subsection shall not apply to the retail 
stocks of fermented malt liquors held by a person on premises as to which 
such person has incurred occupational tax as a retail dealer in liquors 
or a retail dealer In malt liquors for the period beginning on July 1, 
1940, and as to which no other occupational tax with respect to dealing 
in distilled spirits, wines, or malt liquors, has been incurred by such per- 
son for a period beginning on such date. 

(b) Returns. Every person required by subsection (a) to pay any 
floor stocks tax shall, on or before August 1, 1940, under such regulations- 
as the Commissioner with the approval of the Secretary shall prescribe, 
make a return and pay such tax. Payment of the tax shown to be due 
may be extended to a date not later than February 1, 1941, upon the 
filing of a bond for payment thereof in such form and amount and with 
such surety or sureties as the Commissioner, with the approval of the- 
Secretary, may prescribe. 

(c) I/aws applicable. All provisions of law. Including penalties, ap- 
plicable in respect of the taxes imposed by section 3150(a) shall, insofar 
as applicable and not inconsistent with this subsection, be applicable with 
respect to the floor stocks tax Imposed by subsection (a). Added June 
25, 1940, 11:45 a. m., B. S. T., c. 419, Title II, § 214, 64 Stat 625. 


§ 3192. Floor stocks tax on wines 

(a) IPloor stocks tax. Upon all wines upon which the internal-revenue- 
tax imposed by law has been paid, and which on October 1, 1941, are 
held and intended for sale or for use in the manufacture or production 
of an article intended for sale, there shall be levied, assessed, collected, 
and paid a floor stocks tax at rates equal to the increases in rates of 
tax (over the defense tax rates) made applicable to such articles by sec- 
tion 534 of the Revenue Act of 1941. 

(b) Returns. Every person required by subsection (a) to pay any 
floor stocks tax shall, on or before January 1, 1942, under such regula- 
tions as the Commissioner, with the approval of the Secretary, shall pre- 
scribe, make a return and pay such tax. Payment of the tax shown 
to be due may be extended to a date not later than August 1, 1942, upon 
the filing of a bond for payment thereof in such form and amount and with 
such surety or sureties as the Commissioner, with the approval of the 
Secretary, may prescribe. 
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(c) Daws applicable. All provisions of law, including penalties, ap- 
plicable in respect of tbe taxes imposed by section 3030(a) shall, insofar 
as applicable and not inconsistent with this subsection, be applicable 
with respect to the floor stocks tax imposed by subsection (a). Added 
Sept. 20, 1941, 12:15 p. m., E. S. T., c. 412, Title V, § 534(c), 65 Stat. 
709. 

Historical Note 


Beferences in, Text. Section 534 of the 
Bevenue Act of 1941, referred to In 
subsec (a), added this section and 
amended section 3030(a) (1) (A), (a) (2) 
of this title. 


Bffectivo Date. Act Sept. 20, 1941, was 
made effective on, and applicable only 
with respect to the period beginning 
with, Oct. 1, 1941, by section 536 thereof. 


§ 3193. 1912 Moor stocks tax on wines 

(a) Floor stoclcs tax. Upon all wines upon which the internal-revenue 
tax imposed by law has been paid, and which on the effective date of 
Title VI of the Revenue Act of 1942 are held and intended for sale or 
for use in the manufacture or production of an article intended for sale, 
there shall be levied, assessed, collected, and paid a floor stocks tax at 
rates equal to the increases in rates of tax made applicable to sueh articles 
by section 604 of the Revenue Act of 1942. 

(b) Hotums. Under such regulations as the Commissioner with the 
approval of the Secretary shall prescribe, every person required by sub- 
section (a) to pay any floor stocks tax shall, on or before the end of the 
thirtieth day following the effective date of Title VI of the Revenue Act 
of 1942 make a return and shall, on or before the first day of the 
third month following such effective date, pay such tax. Payment of the 
tax shown to be due may be extended to a date not later than the first 
day of the tenth month following the effective date of Title VI of the 
Revenue Act of 1942, upon the filing of a bond for payment thereof in 
such form and amount and with such surety or sureties as the Commis- 
sioner, with the approval of the Secretary, may prescribe. 

(c) Daws applicable. All provisions of law. Including penalties, ap- 
plicable in respect of the taxes Imposed by section 3030(a) shall, insofar 
as applicable and not Inconsistent with this subsection, be applicable with 
respect to the floor stocks tax imposed by subsection (a). Added Oct. 
21, 1942, 4:30 p. m., B. W, T., o. 619, Title VI, § 604(c), 56 Stat. 973. 


Historical Note 


Bcfcreaces la Text. Section 004 of the 
Bevenue Act of 1942, referred to in sub- 
see. (a), added this section and amend- 
ed section 3030(a) (1) (A), (a) (2) of this 
title. 

Effective date of Title VI of the Reve- 
nue Act of 1942, referred to In subaecs. (a) 
and (b), commenced on the first day of 
the first month which began more than 


10 days after Oct. 21, 1942, 4:30 p. m., 
B.W.T. See ‘'BffecUve Date-' note un- 
der this section. 

directive Date. Act Oct. 21, 1942, was 
made effective on the first day of the 
first month which began more than ten 
days after Oct 21, 1942, 4:30 p. m., 1S.W. 
T., by section 601 thereof. 


§ 3104. 1944 Moor stocks tax OB wines 

(a) Fl<x>r stocks tax. Upon all wines upon which the internal-revenue 
tax imposed by law has been paid, and which on the effective date of 
Title III of the Revenue Act of 1943 are held and intended for sale or for 
use in the manufacture or production of an article Intended for sale, 
there shall be levied, assessed, collected, and paid a floor stocks tax at 
rates equal to the increases in rates of tax made applicable to such articles 
by section SO? (a) of the Revenue Act of 1943. 

(b) Betums; Under such regulations as the Commissioner with the 
approval of the Secretary shall prescribe, every person required by sub- 
section (a) to pay any floor stocks tax shall, on or before the end ©f the 
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tHrtletli day following the effective date of Title III of the Revenue 
Act of 1943 make a return and shall, on or before the first day of the 
third month following such effective date, pay such tax. Payment of 
the tax shown to be due may be extended to a date not later ^an the 
first day of the tenth month following the effective date of Title III 
of the Revenue Act of 1943, upon the filing of a bond for payment thereof 
in such form and amount and with such surety or sureties as the Com- 
missioner, with the approval of the Secretary, may prescribe. 

(c) I/aws applicable. All provisions of law, including penalties, ap- 
plicable in respect of the taxes imposed by section 3030 (a) shall, insofar 
as applicable and not inconsistent with this section, be applicable with 
respect to the floor stocks tax imposed by subsection (a). Added Feb. 25, 
1944, 12:49 p. m., B. W. T., c. 63, Title III, § 308(c), 58 Stat. 68. 


Historical Note 


Referonees in Text. Section 302 (a) of 
the Revenue Act of 1943, referred to In 
subsec. (a), amended section 1650, added 
sections 1651-1G53 and added former sec- 
tions 1654, 1655 of this title. 

Effective date of Title III of the Rev- 
enue Act of 1943, referred to in subsecs, 
(a) and (b), commenced on the first day 
of the first month which began more 


than 10 days after Feb. 25, 1944, 12:49 
p. m., B.W.T. See “Effective Date"' note 
under this section. 

Effective Bate. Act Feb. 25, 1944, was 
made effective on the first day of the 
first month which began more than 10 
days after the date of this Act by sec- 
tion 301 thereof. 


§ 3195. 1951 Floor stocks tax on wines 

(a) [Rate of tax] i Upon all wines upon which the internal revenue 
tax imposed by law has been paid, and which on the effective date of 
section 452(a) of the Revenue Act of 1951 are held and intended for 
sale or for use in the manufacture or production of an article intended for 
sale, there shall be levied, assessed, collected, and paid a floor stocks tax 
at rates equal to the Increases in rates of tax made applicable to such 
articles by section 452(a) of the Revenue Act of 1951. 

(b) Returns. Under such regulations as the Secretary shall prescribe, 
every person required by subsection (a) to pay any floor stocks tax shall, 
on or before the end of the thirtieth day following the effective date of 
section 452(a) of the Revenue Act of 1961 make a return and shall, on 
or before the first day of the third month following such effective date, 
pay such tax. Payment of the tax shown to be due may be extended to a 
date not later than the first day of the tenth month following the effective 
date of section 452(a) of the Revenue Act of 1951, upon the filing of a 
bond for payment thereof in such form and amount and with such surety 
or sureties as the Secretary may prescribe. 

(c) Jjaws applicable. All provisions of law, including penalties, appli- 
cable in respect of the taxes imposed by section 2030(a) shall, insofar as 
applicable and not inconsistent with this section, be applicable with re- 
spect to the floor stocks tax imposed by subsection (a). Added Oct. 20, 
1951, 2:07 p. m., E. S. T., c. 621, Title IV, § 462(b), 65 Stat 526. 

1 Catcbline supplied by Editor. 


Historical Not© 


Kef€irenc©s in Text. Section '‘452(a) of 
the Revenue Act of 1951”, referred to in 
subsecs, (a) and (b), is section 452(a) of 
Act Oct. 20, 1961, which section amend- 
ed subsecs, (a) (1) (A) and (a) (2) of 
Sf*ctlon 3030 of this title as described in 
notes under such section. For effective 
-date of such amendments, see note under 
section 1650 of this titla 

Effective Date. Section to take effect 
•on the first day of the first month which 


begins more than 10 days after Oct. 20, 
1951, see note under section 1060 of this 
title. 

Treaty Obligations* Section 015 of Act 
Oct. 20, 1951, provided that: “No amend- 
ment made by this Act [Act Oct. 20, 1951] 
shall apply In any case where its ap- 
plication would be contrary to any treaty 
obligation of the United States.” 
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CHAPTER 27*-~OCCUPATIONAL TAXES 

SUBCHAPTER A.— SPECIAL PROVISIONS 
PART I.— OLEOMARGARINE 

Sec. 

320 0 — 3 202. Repealed. 

PART II.— ALUETERATED AND PROCESS OR RENOVATED BUTTER 

3206. Tax. 

3207. Penalties. 

3208. Definitions. 

PART in.— PILLED CHEESE 

3210. Tax. 

3211. Penalties, 

3212. Definitions. 

PART IV.— MIXED PLOUR 

3215 — 3217, Repealed. 

part V.— NARCOTICS 

3220. Tax. 

3221. Registration. 

3222. Exemption from tax and registration. 

3223. Possession of stamped packages as evidence of tax liability. 

3224. Unlawful acts in case of failure to register and pay special tax.. 

3226. Penalties. 

3226. List of special taxpayers. 

3227. Other laws applicable. 

3228. Definitions. 

PART VI.— MARIHUANA 

3230. Tax. 

3231. Registration, 

3232. Exemption from tax and registration. 

3233. Returns. 

3234. Unlawful acts in case of failure to register and pay special tax. 
8235. Penalties, 

3236. List Of special taxpayers. 

3237. Other laws applicable. 

3288. Definitions. 

3239, Cross references. 

PART VH.— LIQUOR 

3250. Tax. 

3261. Casual sales. 

3252* Retail Manor dealers* records. 

3253* Penalties and forfeitures for nonpayment of special tax. 

3254. Definitions. 

3255. Liability in case ot business in more than one location* 

PART Vm.— FIEEARMB 

3260. Tax. 

3261. Registration. 

3262. Exemptions. 

3263. Unlawful acts in case of failure to register and pay special tax* 

3264. Other laws applicable. 

3265. Definitions. 

3266* T;tansactions between'registered, persons. , 

PART rX.-^OW-OPEEATllD AHUSBMlKT AND GAMlNa DEVIOEa 
3267, Tax on coin-operated amusement and gaming devices. 
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PART X— BOWLING ALIjBTS. AND BILLIARD AND POOL TABLES 

Sec. . , ^ 

3268. Tax on bowling alleys, and billiard and pool tables. 

SUBCHAPTEK B. — GENEBALi PKOVISIONS 

3270. Registration. 

3271. Payment of tax. 

3272. Returns. 

3273. Stamps. 

3274. Penalties relating to posting of special tax stamp. 

3275. List of special taxpayers for public inspection. 

3276. Applicati on of State laws. 

3277. Liability of partners. 

3278. Liability in case of business in more than one location. 

3279. Liability in case of different businesses of same ownership and 

location. 

3280. Liability in case of death or change of location. 

3281. Discretionary method allowed commissioner for collecting tax. 

3282. Application of subchapter. 

3283. Federal agencies or instrumentalities. 


SUBCHAPTER A.^PECIAL PROYISIONS 
PART I,--OLBOMABGAEINB 

§§ 3200-^202. Repealed. Mar. 16, 1950, c. 61, § 2, 64 Stat. 20, elf. 
July 1, 1950. 


Historical Hote 


Refund of Occupational Tax. Section 2 
Of Act Mar. 16, 1050, c. 61, 64 Stat. 20, 
provided in part tliat: “Such repeal 
shall not be construed to entitle any 
manufacturer, wholesaler, or retailer to 
a refund of any occupational tax here- 
tofore paid.” 

Sections Prior to Repeal i 
3^0. Tax 

Manufacturers. Manufacturers of 
•oleomargarine shall pay a special tax 
of $600. 

**{h) Wholesale dealers 

'*(1) In general. Wholesale dealers in 
oleomargarine shall pay a special tax 
of $480: Provided^ That wholesale deal- 
ers who vend no other oleomargarine 
or butterine except that upon which a 
tax of one-fourth of 1 cent per pound Is 
imposed by section 2301(a) shall pay 
$ 200 . 

“(2) Manufacturers selUng at whole- 
sale. Any manufacturer of oleomargar- 
ine who has given the required bond 
and paid the required special tax, and 
who sells only oleomargarine of his own 
production, at the place of manufacture, 
in the original packages to which the 
tax-paid stamps are affixed, shall not be' 
required to pay the special tax of a 
wholesale dealer In oleomargarine on ac- 
count of such sales. 

**(c) Retail dealers. Retail dealers in 
oleomargarine shall pay a special tax of 
Provided^ That such retail dealers 
m vend no other oleomargarine or but- 


terine except that upon which is imposed 
by section 2301(a) a tax of one-fourth 
of 1 cent per pound, shall pay $6. 53 
Stat. 380. 

8 3201. Penalties 

“(a) Manufaeturers. JEJv&ry person who 
carries on the business of a manufac- 
turer of oleomargarine without having 
paid the special tax therefor, as re- 
quired by law, shall, besides being liable 
to the payment of the tax, be fined not 
less than $1,000 and not more than $5,000; 
and 

"(b) Wholesale dealers. Every person 
who carries on the business of a whole- 
sale dealer in oleomargarine without 
having paid the special tax therefor, 
as required by law, shall, besides be- 
ing liable to the payment of the tax, 
be fined not less than $500 nor more than 
$2,000 ; and 

"(c) Retail dealers. Every person who 
carries on the business of a retail dealer 
in oleomargarine without having paid 
the special tax therefor, as required by 
law, shall, besides being liable to the 
payment of the tax, be fined not less 
than $50 nor more than $500 for each and 
every offense. 63 Stat. $80, 

"8 3202. Definitions 

"For definitions of the following, see 
the sections enumerated below; Oleo- 
margarine, section 2300; Manufacturers, 
section 2302(a) ; Wholesale dealers, sec- 
tion 2303(a) ; Retail dealers, section 2304 
(a). 

‘‘63 Stat. 88a 
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FAHT II.-~ADTJLTBRATBD AND PROCESS OR RENOVATED BUTTER 

§ R300. Tax 

<a) Manufacturers 

(1) Process or renovated butter. Manufacturers of process or reno- 
vated butter shall pay a special tax of $50 a year; and 

(2) Adulterated butter. Manufacturers of adulterated butter shall 
pay a special tax of $600 a year. 

(b) Wliolesalo dealers in adulterated butter. Wholesale dealers in 
adulterated butter shall pay a special tax of $480 a year. 

(c) Betail dealers in adulterated butter. Retail dealers in adulterated 
butter shall pay a special tax of $48 a year. 63 Stat. 381. 

§ B207. Penalties 

(a) Manufacturers of process, renovated, or adulterated butter. Every 
person who carries on the business of a manufacturer of process or 
renovated butter or adulterated butter without having paid the special tax 
therefor, as required by law, shall, besides being liable to the payment 
of the tax, be fined not less than $1,000 and not more than $5,000; and 

(fo) Dealers in adulterated butter. Every person who carries on the 
business of a dealer in adulterated butter without having paid the special 
tax therefor, as required by law, shall, besides being liable to the pay-* 
ment of the tax, be fined not less than $60 nor more than $600 for each 
offense. 63 Stat. 381. 

§ B20S. Definitions 

For definitions of the following, see the sections enumerated below: Butter, sec- 
tion 2320(a) ; Adulterated butter, section 2320(b) ; Process or renovated butter, sec- 
tion 232()(c) ; Manufacturers of process, or renovated, or adulterated butter, section 
2322(a) ; Dealers in adulterated butter, section 2323(a) ; Retail dealers in adulterated 
butter, section 2323(b). 

63 Stat 381. 


PART IIX.-~FXLDED CHEESE 


§ 3210. Tax 

(a) Manufacturers. Manufacturers of filled cheese shall pay a special 
tax of $400 a year for each and every factory. 

(b) Wholesale dealers 

(1) In general. Wholesale dealers in filled cheese shall pay a special 
tax of $260 a year, 

(2) Manufacturers selling at wholesale. Any manufacturer of filled 
cheese who has given the required bond and paid the required special 
tax, and who sells only filled cheese of his own production, at the place 
of manufacture, in the original packages, to which the tax-paid stamps are 
affixed, shall not be required to pay the special tax of a wholesale dealer 
in filled cheese on account of such sales. 

(c) Batall dealers. Retail dealers in filled cheese shall pay a special 
tax of $12 a year. 63 Stat. 381. 

§ S21I. Penalties 

(a) Manufacturers. Every person, firm, or corporation who carries 
on the business of a manufacturer of filled cheese without having paid 
the special tax therefor, as required by law, shalh besides being liable to 
the payment of the tax, be fined not less than $400 and not more than 
13,000; and 

T. Mh U.S.C.A m 
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(b) Wholesale dealers. Every person, firm, or corporation who carries 
on the business of a wholesale dealer In filled cheese without having paid 
the special tax therefor, as required by law, shall, besides being liable to 
the payment of the tax, be fined not less than $250 nor more than $1,000; 
and 

(c) Retail dealers. Every person, firm, or corporation who carries 
on the business of a retail dealer in filled cheese without having paid the 
special tax therefor, as required by law, shall, besides being liable for the 
payment of the tax, be fined not less than $40 nor more than $500 for 
each and every offense. 53 Stat. 381. 

§ 8212. Defilnltioiis 

For definitions of the following, see the sections enumerated below: Cheese, section 
2350(a); Filled cheese, section 2350(b); Manufacturers, section 2352(a); Wholesale 
dealers, section 2353(a) ; Eetail dealers, section 2354(a). 

53 Stat. 382. 


PART IV.— MIXED FLOUR 

§§ 8215-3217. Repealed. Oct. 21, 1942, 4:80 p. m., B. W. T., c. 619, 
Title VI, § 619, 56 Stat. 979. 


Historical Note 


EfTective Date. The repeal of sections 
3215-3217 by Act Oct. 21, 1942, was made 
effective on the first day of the first 
month which begins more than ten days 
after Oct. 21, 1942, by section 601 of said 
act. 

Sections Prior to Repeal: 

SZ15. Tax 

**(a) Rate. Every person, firm, or cor- 
poration, before engaging In the busi- 
ness of making, packing, or repacking 
mixed flour, shall pay a special tax at 
the rate of ^12 a year. 

'*(b) Payment and posting. The tax 
imposed by subsection (a) shall be paid 
and posted in accordance with the pro- 
visions of section 3273(b), and subject 
to the fines and penalties imposed by sec- 


tion 3274 for any violation thereof. B3 
Stat. 382. 

“§ 3213: Penalties 
''(a) Posting and payment of tax 
“For penalties imposed for violation 
of provisions relating to the posting and 
payment of the tax, see section 3216(b). 
‘'(b) Second offenses 
“For penalties imposed for second of- 
fenses, see section 2386(h). 

“ (c) Recovery 

“For recovery of penalties, see section 
2387. 

“53 Stat. 382. 

“fr 3217. Definition 

“For definition of mixed flour, see sec- 
tion 2380. 

“63 Stat. 382.»* 


PART V.— NARCOTICS 


§ 8220. Tax 

On or before July 1 of each year every person who Imports, manufac- 
tures, produces, compounds, sells, deals in, dispenses, or gives away nar- 
cotic drugs shall pay the special taxes hereinafter provided. Every per- 
son upon first engaging in any of such activities shall immediately pay 
the proportionate part of the tax for the period ending on the following 
June 30. 

(a) Importers, manufacturers, or producers. Importers, manufac- 
turers, producers, or compounders, lawfully entitled to import, manufac- 
ture, produce, or compound narcotic drugs, $24 per annum; 

(b) Wholesale dealers. Wholesale dealers, lawfully entitled to sell 
and deal in narcotic drugs, $12 per annum; 

(c) Retail dealers. Retail dealers, lawfully entitled to sell and deal in 
narcotic drugs, $3 per annum; 

(d) Physicians, dentists, veterinary surgeons, and other practitlpners. 
Physicians, dentists, veterinary surgeons, and other practitioners, law- 
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fully entitled to distribute, dispense, give away, or administer narcotic 
drugs to patients upon whom they in the course of their professional 
practice are in attendance, $1 per annum or fraction thereof during which 
they engage in any of such activities; 

(e) Persons engaged in research, instruction, or analysis. Persons 
not registered as an importer, manufacturer, producer, or compounder 
and lawfully entitled to obtain and use in a laboratory any of the afore- 
said drugs for the purpose of research, instruction, or analysis shall pay 
II per annum, but such persons shall keep such special records relating 
to receipt, disposal, and stocks on hand of narcotic drugs as the Commis- 
sioner of Narcotics, with the approval of the Secretary, may by regula- 
tion reauire. Such special records shall be open at all times to the in- 
spection of any duly authorized ofhcer, employee, or agent of the Treasury 
Department. 

(f) Persons not otherwise taxed 

Por a tax of $1 a year on persons not otherwise taxed, dispensing preparations 
and remedies of limited narcotic content, see section 2551(a). 

(g) Persons in Canal Zone 

For authority of the President to issue Kxecutive orders providing for the imposi- 
tion of a special tax upon all persons in the Canal Zone who produce, import, com- 
pound, deal in, dispense, distribute, sell, or give away narcotic drugs, see section 
2564(b). 

53 Stat. 382, amended July 1. 1944, c. 377, § 6, 58 Stat. 721; Mar. 8, 
1946, c. 81, § 6, 60 Stat. 39; Aug. 8, 1963, c. 394, §§ 3(b), 6, 6, 67 Stat. 
605, 506. 

Historical Note 


1953 Amendments. First par, amended 
by Act Aug. 8, 1953, § 6, which sub- 
stituted “narcotic drugs" for “opium, 
coca leaves, Isonlpecaliie, or opiate, or 
any compound, maruifndure, salt, deriva- 
tive, or preparation thereof". 

Subsocs. (a)-"(c) amended by Act Aixg. 
8, 1953, 5 6, -which substituted “narcotic 
drugs" for “any of the iiforeHaid drugs" 
and for “the aforesaid drugs", wherever 
those words appeared. 

Subsoc. (g) amended by Act Aug. 3953, 
§ 3(b), which substituted “narcotic 

drugs" for “opium or coca leaves, their 
salts, derivatives, or preparations", 

1JKI6 Amendment. First par. amended 
by Act Mar. 8, 1010, which struck out 
“or" between “coca leaves, or isonlpo- 
calne" and inserted “or opiate," follow- 
ing “isonlpecaine,". 


1944 Amendmont. First par. amended 
by Act July 1, 1944, which struck out 
“or" following “gives away opium" and 
inserted in lieu thereof a comma, and in- 
serted “or Isonlpecaine" following “coca 
leaves,". 

Text of Amendatory Bevenuo Acts. 
Complete original text of Revenue Acts 
amending this section, 1039 to date, see 
volumes “Title 26 — Internal Kevenuo 
Acts". 

3beglg!atlv« History and Congressional 
Comment! For legislative history and 
purpose of Act Aug. 8, 3953, see 1953 tJ.S. 
Code Cong, and Aclm.News, p. 2277, 
See, also, Act Mar. 8, 1046, 1910 U.S. 
Code Cong. Service, p. 1083. 


§ 3M1.. IleglstratloH 

(a) Kexiulremeiits. On or before July 1 of each year every person who 
engages In any of the activities enumerated in section 3220 shall register 
with the collector of the district his name or style, place of business and 
place or places where such business is to be carried on, and every person 
upon trst engaging in any such activities shall immediately make like 
registration. 

(b) Transfer of duties 

For authority of the Secretary to delegate such powers and duties, see subchapter 

0 . 

53 Stat. 383. 


§ Bxemption from tax and r^stratton 

(a) Bmplpyees. No employee of any person who has t^gistered and 
paid special tax as reauired In this part acting within the scope of hij 
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employment, shall be reanired to register and pay special tax provided 
by sections 3220 and 3221. 

(b) Govemment and State officials. Officials of the United States, 
Territorial, District of Columbia, or insular possessions, State or municipal 
governments, who in the exercise of their official duties engage in any 
of the business herein described, shall not be required to register, nor pay 
special tax, but their right to this exemption shall be evidenced in such 
manner as the Secretary may by regulations prescribe. 

(c) Cross references 

(1) Canal Zone 

For authority of the President to issue Executive orders providing for the registra- 
tion of all persons in the Canal Zone who produce, import, compound, deal in, dis- 
pense, distribute, sell or give away narcotic drugs, see section 2564. 

(2) Transfer of duties 

For authority of the Secretary to delegate such powers and duties, see subchap ter 
D. 

53 Stat. 383, amended Aug. 8, 1953, c. 894, § 3(b), 67 Stat. 605. 


Historical Note 


1953 Amondmeoat. Subsec. (c) (1) 

amended by Act Aug. 8 , 1953, which sub- 
stituted ‘‘narcotic drugs” for “opium or 
coca leaves, their salts, derivatives, or 
preparations.” 

Text of Amendatory Revenue Acts. 
Complete original text of Revenue Acts 


amending this section, 1939 to date, 8CO 
volumes “Title 26 — Internal Revenue 
Acts”. 

liOffisIative History; For legislative 
history and purpose of Act Aug. 8, 1953, 
see 1953 U.S.Code Cong, and Adm.News, 
p. 2277. 


§ 8223. Possession of stamped packages as evidence of tax liability 

For possession of original stamped packages as prima facie evidence of liability to 
special tax, see section 2553(a). 

63 Stat. 383. 


§ 8224. Unlawful acts in case of failure to register and pay special 
tax 

(a) Trafficking. It shall be unlawful for any person required to regis- 
ter under the provisions of this part or section 2561(a) to import, manu^ 
facture, produce, compound, sell, deal In, dispense, distribute, administer, 
or give away narcotic drugs without having registered and paid the spe- 
cial tax as imposed by this part, or section 2551(a). 

(b) Transportation. Except as otherwise provided in this subsection, 
it shall be unlawful for any person to send, ship, carry, or deliver any 
of narcotic drugs from any State or Territory or the District of Colum- 
bia, or any insular possession of the United States, into any other State 
or Territory or the District of Columbia, or any insular possession of the 
United States. Nothing contained in this subsection shall apply — 

(1) to any person who shall have registered and paid the special tax 
as required by sections 3220 and 3221; 

(2) to common carriers engaged in transporting narcotic drugs; 

(3) to any employee acting within the scope of his employment for 
any person who shall have registered and paid the special tax as required 
by sections 3220 and 3221, or to any contract carrier or other agent act- 
ing within the scope of his agency for such registered person; 

(4) to any person who shall deliver any such drug which has been 
prescribed or dispensed by a physician, dentist, veterinarian, or other 
practitioner required to register under the terms of this part or section 
2661(a) and employed to prescribe for the particular patient receiving 
such drug; 
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(6) to any person carrying any narcotic drug or compound of a nar- 
cotic drug which has been obtained by the person from a registered dealer 
in pursuance of a written or oral prescription referred to in section 2554 
(c) (2), issued for legitimate medical uses by a physician, dentist, veter- 
inary surgeon, or other practitioner, registered under section 3221, if the 
bottle or other container in which such drug or compound of a narcotic 
drug is carried bears the name and registry number of the druggist, serial 
number of prescription, name and address of the patient, and name, 
address, and registry number of the person issuing such prescription.! 

(6) to any person carrying any such drug which has been obtained by 
the person as a patient from a registered physician, dentist, or other 
practitioner in the course of his professional practice if such drug is dis- 
pensed to the patient for legitimate medical purposes; or 

(7) to any United States, State, county, municipal, district. Territorial, 
or insular officer or official acting within the scope of his official duties. 

(c) Possession, It shall be unlawful for any person who has not regis- 
tered and paid the special tax as provided for by this part or section 2551 
(a), to have in his possession or under his control narcotic drugs; and 
such possession or control shall be presumptive evidence of a violation of 
this subsection and subsection (a), and also a violation of the provisions 
of sections 3220 and 3221: Provided, That this subsection shall not apply 
to any employee of a registered person, or to a nurse under the super- 
vision of a physician, dentist, or veterinary surgeon registered under this 
part or section 2661(a), having such possession or control by virtue of 
his employment or occupation and not on his own account; or to the pos- 
session of narcotic drugs which has or have been prescribed in good faith 
by a physician, dentist, or veterinary surgeon registered under this part 
or section 2561(a); or to any United States, State, county, municipal. 
District, Territorial, or insular officer or official who has possession of any 
said drugs, by reason of his official duties, or to a warehouseman holding 
possession for a person registered and who has paid the taxes under this 
part and subchapter A of chapter 23; or to common carriers engaged in 
transporting such drugs: Provided further. That it shall not be necessary 
to negative any of the aforesaid exemptions in any complaint, informal 
tion, indictment, or other writ or proceeding laid or brought under this 
part or subchapter A of chapter 23; and the burden of proof of any such 
exemption shall be upon the defendant. 63 Stat, 383, amended Sept. 21, 
1960, c. 974, 64 Stat 898; Aug. 8, 1963, c. 394, § 6, 67 Stat 506; Aug. 
31. 1964, c. 1147, § 6, 68 Stat 1002. 
i So In original. 


Historical Note 


1,»64 Awiejadmonit. Snbsoc. (b) (5) 

amonded by Ang. 81, 1064, to exclude 
drugs obtained by oral prescription, 

1058 Amendment. Act Ang. 8, 1053 
amondod section by substituting **nar- 
cotlc drugs'^ for *'any of the aforesaid 
drugs^* and for “the aforesaid drugs'% 
wherever those words appeared. 

1850 Amendment. Snbsec. (b) amend- 
ed by Act Sept 1960, to prohibit the 
unauthoriwd transportation of narcotics 
from one State to another and to make 
it unnecessary to prove that delivery was 

§ Penalties 


made or Intended to be mad© to a person 
in another State, 

Text of Amendatory Bevenno Acts. 
Complete original text of Bevenue Acts 
amending this section, 1939 to date, see 
volumes Title 26 — ^internal Kevenne 
Acts". 

X«egislatlve History i For legislative 
history and purpose of Act Aug. S, 1953, 
see 1063 U.S.Code Cong, and Adm.News, 
p. 2277. Act Sept. 21, 1951, see 1950 U.a 
Code Cong.Serrice, p. 8785. 


For penalties for vldlatlng or falling to comply with any of the provisions of this 
part, see section 2657(b) (1). 

53 Stat. 384. 
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§ 8226. List of special taxpayers 

(a) Supply. Collectors are authorized to furnish upon written re- 
quest, to any person, a certified copy of the names of any or all persons 
who may he listed in their respective collection districts as special tax- 
payers under the provisions of this part or section 2551(a), upon pay- 
ment of a fee of $1 for each 100 names or fraction thereof in the copy 
so requested. 

(b) Transfer of duties 

For authority of tho Secretary to delegate sucli powers and duties, see subchapter 

D. 

53 Stat. 384. 

§ 3227. Other laws applicable 

(a) All provisions of law relating to special taxes, as far as necessary 
shall be extended and made applicable to the special tax imposed by this 
part. 

(b) All laws relating to the assessment, collection, remission, and 

refund of internal revenue taxes, including section 3761, so far as ap- 
plicable to and not inconsistent with the provisions of this part and sub- 
chapter A of chapter 23, shall be extended and made applicable to the 
special taxes imposed by this part and section 2551(a). 63 Stat. 384. 

§ 3228. Definitions 

(a) Person. The word ‘‘person” as used in this part and subchapter 
A of chapter 23 shall be construed to mean and include a partnership, 
association, company, or corporation, as well as a natural person. 

(b) Importer, manufactureir, or producer. Every person who imports, 
manufactures, compounds, or otherwise produces for sale or distribution 
narcotic drugs shall be deemed to be an importer, manufacturer, or 
producer. 

(c) Wholesale dealer. Every person who sells, or offers for sale, 
any of said drugs in the original stamped packages as provided in section 
2553(a) shall be deemed a wholesale dealer. 

(d) Ketail dealer. Every person who sells or dispenses from original 
stamped packages as provided in section 2553(a) shall he deemed a 
retail dealer: Provided,, That the office, or if none, the residence, of any 
person shall be considered for the purposes of this part and subchapter 
A of chapter 23 his place of business. 

(e) Isouipecaine. The word “isonipecaine” as used in this part shall 
mean any substance identified chemically as l-methyl-4-ph6nyl-piperidine- 
4-carhoxyUc acid ethyl ester, or any salt thereof, by whatever trade name 
designated. 

(f) Opiate. The word “opiate” as used in this part shall mean any 
drug (as defined In the Federal Food, Drug, and Cosmetic Act) found by 
the Secretary of the Treasury, after due notice and opportunity for public 
hearing, to have an addiction-forming or addiction-sustaining liability 
similar to morphine or cocaine, and proclaimed by the President to have 
been so found by the Secretary. The Secretary Is authorized to issue nec- 
essary rules and regulations for carrying out the provisions of this sub- 
section, and to confer or impose upon any officer or employee of the Treas- 
ury Department, as he shall designate or appoint, the duty of conducting 
any hearing authorized hereunder, 

(g) Territory. As used in this part and subchapter A of chapter 23, 
(1) the word “Territory” shall include the Trust Territory of the Pacific 
Islands, and (2) the word “Territorial” shall reflect such inclusion. 

(g) 1 Narcotic drugs. The words “narcotic drugs” as used In this part 
and subchapter A of chapter 23, shall mean any of the following, whether 

838 



OCCUPATIONAL TAXES 


§3230 


produced directly or indirectly by extraction from substances of vegetable 
origin, or independently by means of chemical synthesis, or by a combina- 
tion of extraction and chemical synthesis: 

(1) Opium, isonipecaine, coca leaves, and opiate; 

(2) Any compound, manufacture, salt, derivative, or preparation of 
opium, isonipecaine, coca leaves, or opiate; 

(3) Any substance (and any compound, manufacture, salt, derivative, 

or preparation thereof) which is chemically identical with any of the 
substances referred to in clauses (1) and (2). 53 Stat. 384, amended 

July 1, 1944, c. 377, § 7, 58 Stat. 721; Mar. 8, 1946, c. 81, § 1, 60 Stat. 
38; Aug. 8, 1963, c. 392, § 5, 67 Stat. 600; Aug. 8, 1953, c. 394, §§ 1, 
6, 7, 67 Stat. 605, 606. 

1 So in original. Probably should be 


Historical Note 


Beferenoes la Text. The Federal Food, 
Drug, and Cosmetic Act, referred to in 
subsec. <f), is set out as chapter 0 of 
Title 21, Food and Drugs. 

19iS3 Amendxaeat. Sub sec. (b) amended 
by Act Aug. 8, 1953, c. 894, § 6, which 
substituted '^narcotic drugs'* for '*any of 
the drugs mentioned in section 3220". 

Subsecs, (e) and (f) amended by Act 
Aug. 8, 1953, c. 394, S 7, which struck 
out “and Bubchapter A of chapter 28" in 
each such subsection. 

Subsec, (g), “Territory**, added by Act 
Aug, 8, 1953, c. 892. 

Subsec. (g), ‘^Narcotic drugs*', added 
by Act Aug. 8, 1953, c. 394, § 1. Probably 
should be subsec. (h). 

1946 Axnondmont. Subsec. (f) added by 
Act Mar. 8, 1946. 


1944 Aimendment. Subsec. (e) added by 
Act July 1, 1944. 

FfTective Date of 1953 Axaendmieiit. 
Amendment of section by Act Aug. 8, 
1953, c. 392, as effective the first day of 
the third month which begins more than 
ten days after Aug. 8, 1953, see note set 
out under section 2563. 

Text of Amendatory Bevenue Acts. 
Complete original text of Revenue Acta 
amending this section, 1939 to date, see 
volumes “Title 26 — Internal Revenne 
Acts". 

Deglslative History and Congressional 
Comment t For legislative history and 
purpose of Acts Aug. 8, 1953, cc. 392, 394, 
see 1953 U.S.Code Cong, and Adm News, 
pp. 2255, 2277. See, also, Act Mar. 8, 1946v 
1^0 U.S.Code Cong.Service, p. 1083. 


PART VI.—MABIHUANA 


§ 8230. Tax 

(a) liiability and tim© for paymcait of tax. Every person who Imports, 
manufactures, produces, compounds, sells, deals in, dispenses, prescribes, 
administers, or gives away marihuana shall (1) before engaging in any 
of the above-mentioned activities, and (2) thereafter, on or before July 1 
of each year, pay the following special taxes respectively: 

(1) Importers, manufacturers, and compounders. Importers, manu- 
facturers, and compounders of marihuana, |24 per year. 

(2) Froducers. Producers of marihuana (except those Included with- 
in subdivision (4) of this subsection), |1 per year, or fraction thereof, 
duilng which they engage In such activity, 

(S) Physicians, dentists, veterinary surgeons, and other practitioners. 
Physicians, dentists, veterinary surgeons, and other practitioners who 
distribute, dispense, give away, administer, or prescribe marihuana to 
patients upon whom they in the course of their professional practice are 
In attendance, f 1 per year or fraction thereof during which they engage 
In any of such actlvitlesi 

(4) Persons engaged in research, instmciion, or analyi^. Any person 
not re^stered as an importer, manufacturer, producer, or compounder who 
obtains and uses marihuana in a laboratory for the purpose of research, 
instruction, or analysis, or who produces marihuana for any such purpose^ 
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$1 per year, or fraction thereof, during ‘Whicli he engages fin such activi-* 
ties. 

(5) Persons not otherwise taxed. Any person who is not a physician, 
dentist, veterinary surgeon, or other practitioner and who deals in, dispens- 
es, or gives away marihuana, $3 per year: Provided, That any person who 
has registered and paid the special tax as an importer, manufacturer, com- 
pounder, or producer, as required by subdivisions (1) and (2) of this sub- 
section, may deal in, dispense, or give away marihuana imported, manufac- 
tured, compounded, or produced by him without further payment of the 
tax imposed by this section. 

(6) Millers. Art y person who at a mill manufactures or produces from 
the plant Cannabis sativa K any fiber or fiber products $1 per year or 
fraction thereof during which he engages in such activities. 

(h) Computation of tax. Where a tax under subdivision (1) or (5) of 
subsection (a) is payable on July 1 of any year it shall be computed for 
one year; where any such tax is payable on any other day it shall be 
computed proportionately from the first day of the month in which the 
liability for the tax accrued to the following J uly 1. 

(c) liiability in case of activities in more than one place. In the event 
that any person subject to a tax imposed by this section engages in any of 
the activities enumerated in subsection (a) of this section at more than 
one place, such person shall pay the tax with respect to each such place. 

(d) liability in case of more than one activity by same person at same 

time. Except as otherwise provided, whenever more than one of the 
activities enumerated in subsection (a) of this section is carried on by the 
same person at the same time, such person shall pay the tax for each such 
activity, according to the respective rates prescribed. 63 Stat, 3S5, amend- 
ed Mar. 8, 1946, c. 81, § 10(b), 60 Stat. 40. . 

Historical ISTote 

1946 Amendmeiit. Subsec. (a) amended volumes “Title 25— Internal Kevenue 
by Act Mar. 8, 1940, which added subpar. Acts”. 

Oonjsrressional Comment; For leglsla- 

Text oi Amendatory Bevonne Acts. tive history and purpose of Act Mar. 8, 
Complete original text of Bevenue Acts 1946, see 1946 U.S.Codo Cong.Service, p. 
amending this section, 1939 to date, see 1083. 

§ 3231. Registration 

(a) In general. Any person subject to the tax imposed by section 
3230 shall, upon payment of such tax, register his name or style and his 
place or places of business with the collector of the district in which such 
place or places of business are located. 

(b) Special requirements for millers. The Secretary shall not permit 
the registration of any person under this section as a person required to 
pay the tax Imposed by section 3230(a) (6), unless in the opinion of the 
Secretary such person (or if a corporation, each officer thereof) is a per- 
son of good moral character and unless in the opinion of the Secretary 
such person Is a person of suitable financial standing, intends to engage in 
good faith In the business of manufacturing or producing fiber or fiber 
products from the plant Cannabis sativa !•. on a commercial basis, and is 
not seeking registration under this section for the purpose of facilitating 
the unlawful diversion of marihuana. Any person who is registered under 
this section and has paid the tax Imposed by section 3230(a) (6) shall 
afford agents of the Bureau of Narcotics ready access at all times to any 
part of the premises of the mill or other premises of such person and the 
right to inspect any and all books, papers, records, or documents connect- 
ed with the activities of such person in dealing in, manufacturing, and 
processing Cannabis sativa L. and fiber or fiber products thereof, and the 
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handling of marilinana. The Secretary may cancel or may refuse to re- 
new, after notice and opportunity for hearing, the registration of any such 
person if he finds that such person has not complied or is not complying 
with the reqiiiremonts of this subsection, or if he finds that grounds exist 
which would justify the refusal to permit the original registration of such 
person under this section. 53 Stat. 386, amended Mar. 8, 1946, c. 81, § 10 
(c), 60 Stat. 40. 


Historical ISTot© 


1946 AmonclTncnt. Act Mar. 8, 1040, 

amended section by inserting ‘^(a) In 
General. — preceding “Any*’ and by 
adding subsec. (b). 

Text of Aanendatory Rovoim© Acts. 
Complete original text of Revenue Acts 
amending this section, 1939 to date, see 


Tolumes § **Title 26— Internal Revenue 
Acts”. 

OongressionaL Conmaent: For legisla- 
ti\"e history and purpose of Act Mar. 8 , 
1946, see 1946 U.S.Code Cong. Service, ». 
1083. 


§ S233. Exemption from tax and registration 

(a) Employees. No employee of any person who has paid the special 
lax and registered, as required by sections 3230 and 3231, acting within 
the scope of his employment, shall be required to register and pay such 
special tax. 

(b) Oovernment and state ofhcials 

(1) In general. An officer or employee of the United States, any State, 
Territory, the District of Columbia, or insular possession, or political sub- 
division, who, in the exercise of his official duties, engages in any of the 
activities enumerated in section 3230 shall not be required to register or 
pay the special tax, but his right to this exemption shall be evidenced in 
such manner as the Secretary may by regulations prescribe. 

(2) Cross reference 

For authority of the l^resident to Issue executive orders providing for the regis- 
tration and the imposition of special taxes upon persona in the Virgin Islands, see 
section 2603(b). 

63 Stat. 386. 


g 3233. Returns 

(a) Registrants. Any person who shall b© registered under the provi- 
sions of section 3231 in any internal-revenue district shall, whenever re- 
quired so to do by the collector of the district, render to the collector a 
true and correct statement or return, verihed by affidavits, setting forth 
the quantity of marihuana received or harvested by him during such period 
immediately preceding the demand of the collector, not exceeding three 
months, as the said collector may fix and determine. If such person is not 
solely a producer, he shall set forth in such statement or return the names 
of the persons from whom said marihuana was received, the quantity in 
each instance received from such persons, and the date when received. 

(b) Persons liable for tax 

For general requirement as to records, statements and returns in Uie case of per- 
sons liable for tax, see section 25^4. 

63 Stat. 886. 

§ 3234. Unlawtiil acts ha case of fallnre to register and pay social tax 

(a) 'Brafiiclcing 

(1) MabOity. It shall be unlawful for any person required to register 
and pay the special tax under the provisions of sections 3230 and 3231 to 
import, manufacture, produce, compound, sell, deal in, dispense, distribute, 
prescribe, administer, or give away marihuana without having so regia- 
tered and paid such tax. 
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(2) Enforcement of liability. In any suit or proceeding to enforce tbe 
liability imposed by this section or sections 3 2 SO and 3231, if proof is 
made that marihuana was at any time growing upon land under the control 
of the defendant, such proof shall be presumptiTe evidence that at such 
time the defendant was a producer and liable under this section as well 
as under sections 3230 and 3231. 

(b) Transportation. It shall be unlawful for any person who shall 
not have paid the special tax and registered, as required by sections 3230 
and 3231, to send, ship, carry, transport, or deliver any marihuana within 
any Territory, the District of Columbia, or any insular possession, or from 
any State, Territory, the District of Columbia, any insular possession of 
the United States, or the Canal Zone, into any other State, Territory, the 
District of Columbia, or insular possession of the United States: Provided,, 
That nothing contained in this section shall apply to any common carrier 
engaged in transporting marihuana; or to any employee of any person 
who shall have registered and paid the special tax as required by sections 
3230 and 3231 while acting within the scope of his employment; or to 
any person who shall deliver marihuana which has been prescribed or 
dispensed by a physician, dentist, veterinary surgeon, or other practitioner 
registered under section 3231, who has been employed to prescribe for 
the particular patient receiving such marihuana; or to any United States, 
State, county, municipal. District, Territorial, or insular officer or official 
acting within the scope of his official duties. 63 Stat. 386. 

§ 3235. Penalties 

For penalties for violating or failing to comply with any of the provi- 
sions of this part, see section 2557(b) (1). 63 Stat. 387, amended Nov. 

2, 1961, c. 666, § 4, 65 Stat. 768. 


Historical Note 


1961 Amendment. Act Nov. 2, 1951 
amended section by substituting text re- 
ferring to section 2557(b) (1) of this 

title for penalties, in lieu of former note 
referring therefor to section 2596 of this 
title. 


Text of Amendatory Keveniio Acta. 
Complete original text of Kevenue Acts 
amending this section, 1939 to date, see 
volumes "‘Title 26— Internal Kevenue 
Acts*’. 


§ 3236. Dist of special taxpayers 

Collectors are authorized to furnish, upon written request, to any per- 
son a certified copy of the names of any or all persons who may be listed 
in their respective collection districts as special taxpayers under section 
3230, upon payment of a fee of $1 for each one hundred of such names or 
fraction thereof upon such copy so requested. 63 Stat. 387. 


§ 3237. Other laws applicable 

All provisions of law (including penalties) applicable in respect of the 
taxes imposed by sections 2560 and 3220 shall, insofar as not inconsistent 
with this part, be applicable in respect of the taxes imposed by this part. 
53 Stat. 387, 

§ 3238. Definitions 

When used in this part and subchapter C of chapter 23. 

(a) Person. The term '"person" means an Individual, a partnership, 
trust, association, company, or corporation and includes an officer or em- 
ployee of a trust, association, company, or corporation, or a member or 
employee of a partnership, who, as such ofllcer, employee, or member, is 
under a duty to perform any act in respect of which any violation of this 
part or subchapter C of chapter 23 occurs. 
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(b) Marihuana. The term “marihuana" means all parts of the plant 
Cannabis sativa L., whether growing or not; the seeds thereof; the resin 
extracted from any part of such plant; and every compound, manufacture, 
salt, derivative, mixture, or preparation of such plant, its seeds, or resin; 
but shall not include the mature stalks of such plant, fiber produced from 
such stalks, oil or cake made from the seeds of such plant, any other com- 
pound, manufacture, salt, derivative, mixture, or preparation of such ma- 
ture stalks (except the resin extracted therefrom), fiber, oil, or cake, or 
the sterilized seed of such plant which is incapable of germination. 

(c) Producer, The term “producer” means any person who (1) plants, 
cultivates, or in any way facilitates the natural growth of marihuana; or 
( 2 ) harvests and transfers or makes use of marihuana. 

(d) Transfer or transferred. The term “transfer” or “transferred” 
means any type of disposition resulting in a change of possession but shall 
not include a transfer to a common carrier for the purpose of transporting 
marihuana. 63 Stat. 387. 

§ 3239. Cross references 

For provisions authorijsing seizure and confiscation of marihuana for persons 
violating this part, see section 250S of chapter 23 

For provisions giving the Secretary authority to prescribe rules and regulations to 
enforce this part, see section 2590 of chapter 23. 

For authority of the Hecrotary to delegate the powers conferred on him by this 
part to officers and employees of the Treasury Department, see section 2600 of chapter 
23. 

For the territorial extent of this part, see section 2002 of chapter 23. 

For administration of the sp<‘Clal taxes in Puerto Bico, see section 2603 fal of chan- 
ter 23. 

For burden of proof In the case of exemptions in this part, see section 2597 of 
chapter 23. 

63 Stat. 387. 


PABT VII.~-.LIQtJOE 


§ 3250. Tax 

(а) Wholoimlo dealer?? In liquors 

(1) In general. Wholesale dealers in liquors shall pay a special tax of 
1200, 

(2) Wholesale dealers in liqtiors dealing in wines or wines and malt 
liquors 

For the designation of wholesale dealers in liquors as wholesale dealers in wines 
or wholesale d(*alers in wines and malt liquors, and the Issuance of the appropriate 
special tax stamps, see section 32n4(b). 

(3) Betailers selling at wholesale- Except as provided in section 3264 
(c) (2), a qualified retail dealer in liquors may not sell distilled spirits, 
wines, or malt liquors in quantities of five wine-gallons or more to the same 
person at the same time without Incurring liability to special tax as a 
wholesale dealer in liquors, 

(4) Distillers selling at wholesale*' No distiller who has given the re- 
quired bond and who sells only distilled spirits of his own production at 
the place of manufacture, or at the place of storage in bond, in the original 
packages to which the tax-paid stamps are affixed, shall be required to pay 
the special tax of a wholesale dealer in liquors on account of such sales, 

(5) Ketidl dealers in liquidation 

Fpr exemption of retiitlers liquidating entire stock from payment of special tax as 

wholesalers, see section 3251(c). 

(б) Ored-ltora, Muclarles, officers of court, and partners 

For exemption of creditors, fiduciaries^ officers of court, and partners from the 
payment of any special tax by reason of casual sales, see section a25l(a) and (b). 
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(b) Retail dealers in liquors 

(1) In general. Except as provided in paragraph (3) of subsection 
(e) , retail dealers in liquors shall pay a special tax of $50. 

(3) Retail drug stores or pharmacies. The tax required to be paid by 
paragraph ( 1 ) shall, in the case of a retail drug store or pharmacy making 
sales of liquors through a duly licensed pharmacist, be designated as a 
“medicinal spirits stamp tax/' 

(S) Retail dealers in liquors dealing in wines or wines and malt liquors 

For tii 0 designation of retail dealers in liquors as retail dealers in wines and malt 
liquors, and the issuance of appropriate special tax stamps, see section 3254(c) (1). 

(4) Wholesalers selling at retail. A qualified wholesale dealer in liq- 
uors may not sell distilled spirits, wines, or malt liquors in quantities of 
less than five wine gallons without incurring liability to special tax as a 
retail dealer in liquors. 

(5) Creditors, fiduciaries, officers of court, and partners 

For exemption of creditors, fiduciaries, officers of court, and partners from the 
payment of any special tax by reason of casual sales, see section 3251(a) and (b). 

(c) Brewers 

(1) In general. Brewers shall pay $110 in respect of each brewery: 
Provided^, That any brewer of less than 500 barrels a year shall pay the 
sum of $55. 

(3) Cross reference 

For effect upon special tax of purchases or sales of malt liquors by brewers, see 
paragraph (3) of subsection (d). 

(d) Wholesale dealers in malt liquors 

(1) In general. Wholesale dealers in malt liquors shall pay special 
tax of $100. 

(S) Retailers selling at wholesale. A qualified retail dealer in malt 
liquors may not sell such liquors in quantities of five gallons or more to 
the same person at the same time without incurring liability to special tax 
as a wholesale dealer in malt liquors. No retail dealer in malt liquors 
shall be held to be a wholesale dealer in malt liquors solely by reason of 
sales of five gallons or more to the same person at the same time if such 
sales are for immediate consumption on the premises where sold. 

(S) Brewers selling at wholesale. No brewer shall be obliged to pay 
special tax as a dealer by reason of selling In the original stamped hogs- 
heads, barrels, or kegs, whether at the place of manufacture or elsewhere, 
malt liquors manufactured by him, or purchased and procured by him in 
his own hogsheads, barrels, or kegs, under provisions of section 3166(f), 
but the quantity of malt liquors so purchased shall be included in calcu- 
lating the liability to brewers' special tax of both the brewer who manu- 
factures and sells the same and the brewer who purchases the same, 

(4) Retail dealers in liquidation 

For exemption of retailers liquidating entire stock from payment of special tax as 
wholesalers, see section 3251(c). 

(©) Retail dealers in malt liquors 

(1) In general. Retail dealers in malt liquors shall pay a special tax 
of $22. 

(2) WTiolesalers seHing at retail. A qualified wholesale dealer in malt 
liquors may not sell such liquors in quantities of less than five gallons 
without incurring liability to special tax as a retail dealer in malt liquors. 

(8) Persons selling to entertainments and outings 

Notwithstanding the provisions of this part, each person making sales 
of fermented malt liquor or wine to the members, guests, or patrons of 
bona-fide fairs, reunions, picnics, carnivals, or other similar outings, and 
each fraternal, civic, church, labor, charitable, benevolent, or ex-service 
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men's organization making sales of fermented malt liquor or wine on 
the ocasion i of any kind of entertainment, dance, picnic, bazaar, or 
festival held by it, if such person or organization is not otherwise engaged 
in business as a wholesale or retail liquor dealer or as a wholesale or re- 
tail malt liquor dealer, shall pay, before any such sales are made and in 
lieu of the special taxes imposed by paragraph (1) of this subsection and 
of subsection (b) a special tax of $2.20 as a retail dealer in malt liquors, 
if fermented malt liquor only is sold, or a special tax of $2.20 as a retail 
dealer in liquors if wine only, or wine and fermented malt liquor only, are 
sold for each calendar month in which any such sales are made. 

(4) Brewers selling at retail. No collection of special tax as a retail 
dealer in malt liquors shall be made from brewers for selling malt liquors 
of their own manufacture in the original stamped eighth-barrel packages. 

(5) Other provisions 

For other provisions relating to brewers as dealers, see paragraph (3) of subsection 
<d). 

(6) Transfer of duties 

For transfer of the powers and duties of the Commissioner and his agents, see sec- 
tion 3170. 

(f) Rectifiers 

(1) Kate of tax. Rectifiers of distilled spirits shall pay a special tax of 
$220: Provided, That any rectifier of less than 600 barrels a year, count- 
ing 40 gallons of proof spirits to the barrel, shall pay $110. 

(2) Prohibited premises. No officer shall collect any special tax for 
rectifying distilled spirits on any premises distant less than six hundred 
feet (or less than the distance permitted by the Secretary of the Treasury 
in the particular case) in a direct line from any distillery. And every of- 
ficer who collects any special tax in violation of this section shall be liable 
to a penalty of $6,000 for each offense. 

(g) WhiemaJcers. Nothing in this chapter or chapter 26 shall be con- 
strued to impose a special tax upon winemakers who have qualified as such 
under the internal-revenue laws and regulations, and who sell wines of 
their own production where the same are made or at the general business 
office of such winemaker: Provided^ That no winemaker shall have more 
than one place of business for the sale of such wine that shall be exempt 
from the special tax, 

(b) Apothecaries. No special tax shall be imposed upon apothecaries 
as to wines or spirituous liquors which they use exclusively in the prepa- 
ration or making up of medicines unfit for use for beverage purposes. 

(i) Manufacturers of chemicals and flavoring extracts. No special tax 
shall be Imposed upon manufacturing chemists or flavoring-extract manu- 
facturers for recovering tax-paid alcohol or spirituous liquors from dregs 
or marc of percolation, or extraction, if such recovered alcohol or spiritu- 
ous liquors be again used in the manufacture of medicines or flavoring 
extracts of the kind in the production of which originally used. 

(J) Bfanufacturers of stills 

(1) In general. Manufacturers of stills shall each pay a special tax 
of $65, and $22 for each still or worm for distilling made by him. 

(2) Distillers manufacturing own stills. Paragraph (1) of this 
subsection and section 3254(h) shall not apply to distillers in regis- 
tered distilleries who manufacture for their own use wooden stills, but 
each of said distillers shall give notice to the collector of the district 
In which his distillery Is located of each still manufactured before the 
same is used. 

(B) Drawback:. Upon all stills manufactured for export, and actualh^ 
exported, there shall be allowed a drawback, where the tax thereon 
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has been paid, under such rules and regulations as the Commissioner, 
with the approval of the Secretary, shall prescribe. 

(k) Cross reference 

For transfer of the powers and duties of the Commissioner and his agents, see sec- 
tion 3170. 

(l) Manufacturers or producers of designated nonbeverage products 

(1) In general. Any person using distilled spirits produced in 
a domestic registered distillery or industrial alcohol plant and fully 
tax-paid in the manufacture or production of medicines, medicinal 
preparations, food products, flavors, or flavoring extracts which 
are unflt for beverage purposes, upon payment of a special tax per 
annum, shall be eligible for drawback at the time when such dis- 
tilled spirits are used in the manufacture of such products and as 
hereinafter provided for. 

(2) [Bate of tax.] 2 Such special tax per annum shall be grad- 
uated in amount as follows: (a) for total annual withdrawals not 
exceeding 25 proof gallons, $25 per annum; (b) for total annual 
withdrawals not exceeding 60 proof gallons, $50 per annum; (c) 
for total annual withdrawals of 60 proof gallons or more, $100 
per annum. 

(3) Requirements. Such person shall register annually with 
the Commissioner; keep such books and records as may be nec- 
essary to establish the fact that distilled spirits purchased by him 
and fully tax-paid were used in the manufacture or production of 
medicines, medicinal preparations, food products, flavors, or flavor- 
ing extracts which were unfit for use for beverage purposes; and 
shall be subject to such rules and regulations in relation thereto 
as the Commissioner, with the approval of the Secretary, shall pre- 
scribe to secure the Treasury of the United States against frauds. 

(4) Investigative powers of Commissioner. The Commissioner, 
for the purpose of ascertaining the correctness of any claim filed 
under this subsection is authorized, by any officer or employee of 
the Bureau of Internal Revenue, including the field service, des- 
ignated by him for that purpose, to examine any books, papers, 
records, or memoranda bearing upon the matters required to be 
alleged in the claim, and may require the attendance of the per- 
son filing the claim or of any officer or employee of such person, 
or the attendance of any other person having knowledge in the 
premises, and may take his testimony with reference to any mat- 
ter covered by the claim, with power to administer oaths to such 
person or persons. 

(6) Drawback. In the case of distilled spirits tax-paid and 
used as provided in this subsection, a drawback shall be allowed — 

(A) at the rate of $6 on each proof gallon upon which tax is 
paid at a rate of $9 per proof gallon prior to the effective date of 
section 462 of the Revenue Act of 1961, 

(B) at the rate of $9.60 on each proof gallon upon which tax is 
paid at a rate of $10.50 per proof gallon on and after the effective 
date of section 462 of the Revenue Act of 1951, 

and 

(C) at the rate of $8 on each proof gallon upon which tax Is 
paid at a rate of $9 per proof gallon after March 31, 1965. 

Such drawback shall be due and payable quarterly upon filing of a 
proper claim with the Secretary; except that, where any person entitled 
to such drawback shall elect in writing to file monthly claims therefor, 
such drawback shall be due and payable monthly upon filing of a prop- 
er claim with the Secretary: Provided, however, That the Secretary may 
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require persons electing to file monthly drawback claims to file with 
him a bond or other security in such amount and with such conditions 
as he shall by regulations prescribe. Any such election may be re- 
voked upon filing of notice thereof with the Secretary. No claim under 
this subsection shall be allowed unless filed with the Secretary within 
the three months next succeeding the quarter in which the distilled 
spirits covered by the claim were used as provided in this subsection. 
53 Stat. 388, amended Sept. 20, 1941, 12:15 p. m., E. S. T., c. 412, Title 

V, § 521(a) (11)-(17), 65 Stat. 707; Oct. 21, 1942, 4:30 p. m., E. 

W. T., c. 619, Title VI, § 602(f), 66 Stat. 972; Peb. 25, 1944, 12:49 
p. m., E. W. T., c. 63, Title III, § 309(d), 58 Stat. 68; Oct. 20, 1951, 
2:07 p. m., E. S. T., c. 521, Title IV, §§ 461, 462(a), 65 Stat. 528; 
Aug. 16, 1953, c. 508, § 1, 67 Stat. 591; Mar. 31, 1954, c. 126, Title 
VI, § 601(b) (4), 68 Stat. 46. 

1 So in original. Probably should read “occasion.'^ 

2 Catchline supplied by Editor. 


Historical Note 


Beferenocs In Text. “Section 462 of 
the Kevenue Act of 1951”, referred to in 
subsecs. (1) (6) (A) (B), is section 402 
of Act Oct. 20, 1951, c. 621, Title IV, Ft. 
VI, 65 Stat 528. Subsec. (a) of such sec- 
tion 462 amended said sub secs. (1) (5) 
(A) (B) as described in 1951 amendment 
note below. Sub sec. (b) of such section 
462 prescribed the effective date for said 
amendments, and Is also set out in note 
below. 

lOM Amendment. SubsGC. (Z) (6) (C) 
amended by Act Mar. 31, 195*1, whieh sub- 
stituted “March 31, 1055“ for “March 31, 
1954”. 

1953 Amendiment, Subsection (Z) (5) 
amended by Act Aug. 15, 1953 which 
granted persons entitled to drawback 
with respect to designated nonl)everage 
products the right to elect in writing to 
receive such drawback on a monthly in- 
stead of on a quarterly basis. 

1951 Amendment. Subscc. (a) (1) 
amended by Act Oct. 20, 1951, $ 401(a). 
which substituted “$200“ in lieu of “$110”. 

Subsec. (b) (1) amended by Act Oct, 
20, 1053, I 401(b), which substituted “$50“ 
in lieu of “$27.50“. 

Bubsec. (d) (1) amended by Act Oct. 
20, 1051, § 461(c), which substituted “$100“ 
in lieu of “$55“. 

Subsec. (Z) (5) amended by Act Oct. 
20, 1951, § 462(a), which substituted the 
rates prescribed in pars, (A), (B) and 
«J) in lien of rate of $3.75 formerly spec- 
ified in such section. 

1044 Amendment. Subsec. (Z) (1) 

amended by Act Feb. 25, 1944, which 
omitted “and are sold or otherwise trans- 
ferred for use for other than beverage 
purposes upon payment of a special taac 
per annum, shall be eligible for draw- 
back a» hereinafter provided for,” and 
Inserted In lieu thereof “upon payment 
of ♦ ♦ * provided for.^’ 

1942 AmendoMuat. Bubsec* (I) added 
hr Act Oct 21, 1941 


1941 Amendment. Act Sept. 20, 1941. 
increased the rales specified in this sec- 
tion, as follows: 

Subsec. (a) (1). from $100 to $110; 

Subsec. (b) (1), from $25 to $27 50; 

Subsec. (c) (1), from $100 to $110, and 
from $50 to $65; 

Subsec. (d) (1), from $60 to $55; 

Subsec. (e) (1), from $20 to $22; 

Subsec. (e) (3), from $2 to $2.20; 

Subsec. (f) (1), from $200 to $220, and 
from $100 to $110; 

Subsoc, (J), from $50 to $55, and from 
$20 to $22. 

EfCeotlve Bate of 195S Amendment. 
Section 2 of Act Aug. 16, 1953 provided 
that the amendments to subsec. (Z) (6) 
by said Act “shall apply only with re- 
spect to claims for drawback with re- 
spe<'t to distilled spirits which, on or aft- 
er the first day of the first quarter after 
the quarter in whieh this Act [Aug. 15, 
19533 is enacted, are used In the manu- 
facture or production of nonbeverage 
products.” 

Bdootlve Bate of 1951 Amendments. 
Section 404 of Act Oct. 20, 1951, provid- 
ed that the amendments to subsecs, (a) 
(1), (b) (1), and (d) (1) of this section 
and section 3207 of this title “shall take 
effect on the first day of the first month 
which begins more than ten days after 
the date of the enactment of such Act 
[October 20, 19513. In the case of the 
year beginning July 1* 1951, where the 
trade or business on which the tax is 
imposed was commenced prior to the 
first clay of the month specified In the 
preceding sentence, the increase in tax 
resulting from such amendments shall 
be reckoned proportionately from the 
first day of such month to and including 
the thirtieth day of June following and 
shall be due on, and payable on or be- 
fore, the last day of the month specified 
in the preceding sentence“. 

Bection 402(b) of Act Oct, 20, 1^951 pro- 
vided that the amendsnenls to subBec,(l) 
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(S) ol this section, made by subsec. (a) 
of such section 4(52, should be applicable 
only with respect to distilled spirits used 
on or after the first day of the first 
month “which begins more than ten 
days after the date of the enactment of 
this Act [October 20, 1951]’». 

Effective Bate of 1944 Amendment. 
Act Feb. 25, 1944, was made effective on 
the first day of the first month which 
began more than 10 days after the date 
of the enactment of this Act, by section 
301 thereof. 

Effective Date of 1942 Amendment. 
Act Oct 21 , 1942, was made effective on 
the first day of the first month which 
began more than ten days after Oct. 21, 
1942, 4:30 p. m.. E.W.T., by section 601 
thereof. 

Effective Date of 1941 Ameondment. 
The rates specified in Act Sept. 20, 1941, 
were made effective on, and applicable 
only with respect to the period after the 
date of enactment of that Act, by sec- 
tion 521(b) thereof. 

Tax on Distilled Spirits. Tax on dis- 
tilled spirits generally, rate per proof 
gallon or wine gallon when below proof 
to be $9 in lieu of $10 50 on and after 
April 1, 1954, see section 2800 (a) of this 
title. 

Prior Increase of Drawback Hate. 
Section 309 (b) of Act Feb. 24, 1944, as 
amended by section 6 of Act Mar. 11, 1947, 
c. 17, 61 Stat. 12 provided; *Tn lieu of 
the rate of drawback specified in section 
3250(Z) (5) of the Internal Kevenue Code, 
the rate applicable with respect to the 
period beginning with the effective date 
of Title III of the Revenue Act of 1943 
shall be $6.00,» 

Termination of Increase of Drawback 
Hate. The period of the increase in 
drawback rate provided in Act Feb. 25, 
1944, c. 63, § 309(b), 68 Stat. 68, termi- 
nates on the first day of the first month 
which begins six months or more after 
the termination of hostilities of World 
War H, proclaimed at 12 o’clock noon of 
December 31, 1946, by Proc.No.2714, 12 
F.R. 1, set out as note under section 601 


of Appendix to Title 50, War and Na- 
tional Defense. 

Applicability of Increas® of Drawback 
Hate. Section 309(c) of Act Feb. 25, 1944, 
c. 63, Title III, 5S Stat 68 , provided aj3 
follows: “Subsection (b) [of Act Feb. 
25, 1944, c. 63, Title III, § 309, 58 Stat. 
68] shall be applicable only with re- 
spect to distilled spirits on which the 
internal revenue tax was paid at the 
war tax rate, or at a rate equivalent to 
the war tax rate, specified in section 
1650 of the Internal Revenue Code.” 

Time for Filing Claim for Drawback. 
Section 309(e) of Act Feb. 25, 1944, c. 63, 
Title III, 68 Stat. 69, provided as fol- 
lows: “Distilled spirits used prior to 
the effective date of this title in the man- 
ufacture or production of medicines, me- 
dicinal preparations, food products, fla- 
vors, or flavoring extracts which are un- 
fit for beverage purposes, and which are 
not covered by any claim filed in con- 
formity with law prior to such effective 
date, shall be regarded as so used dur- 
ing the quarter in which such effective 
date occurs, and the claim filed by any 
person for such quarter shall include the 
drawback claimed with respect to such 
distilled spirits; provided that no claim 
shall be allowed which was barred by 
any provision of any prior law.” 

Treaty Obligations. Section 615 of Act 
Oct. 20, 1951, provided that: “No amend- 
ment made by this Act [Act Oct. 20, 1961] 
shall apply in any case where its appli- 
cation would be contrary to any treaty 
obligation of the United States.” 

Text of Amendatory Hevenne Acts. 
Complete original text of Revenue Acts 
amending this section, 1939 to date, see 
volumes “Title 20 — ^Internal Revenue 
Acts”. 

XeglslatlvG History I For legislative 
history and purpose of Act Mar. 31, 1054, 
see 1954 U.S.Code Cong, and Adm.News, 
p. 2055. See, also, Acts Aug. 15, 1953, 1953 
U.S.Code Cong, and Adm.News, p. 2418; 
Oct. 20 , 1961. 1951 U.S.Code Cong.Service, 
p. 1781. 


§ 3251. Casual sales 

(a) By creditors, fiduciaries, and ofllcers of court. No special tax 
shall be held to accrue on a sale of distilled spirits, wines, or malt 
liquors made by a person who is not otherwise a dealer in liciuors, 
where such spirits, wines, or liciuors have been received by the person 
so selling as security for or In payment of a debt, or as executor, ad- 
ministrator, or other fiduciary, or have been levied on by any ofideer, 
under order or process of any court or magistrate, and where such 
spirits are sold by such person in one parcel only, or at public auction 
in parcels not less than twenty wine-gallons. 

(b) By retiring or deceased partners to incoming or remaining part- 
ners. No special tax shall be held to accrue on a sale of distilled spirits, 
wines, or malt liquors made by a retiring' partner, or the representa- 
tives of a deceased partner to the incoming, remaining, or surviving 
partner or partners of a firm. 
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(c) By retail dealers ta liquidation. The special tax of a 'W'hole- 
sale dealer in liquors or wholesale dealer in malt liquors shall not be 
held to apply to a retail dealer in liquors or a retail dealer in malt 
liquors, because of such retail dealer selling out his entire stock of 
liquors in one parcel, or in parcels embracing not less than his entire 
stock of distilled spirits, of wines, or of malt liquors. Section 2860 
shall not be held to prohibit a rectifier or liquor dealer from purchasing, 
in quantities greater than twenty wine-gallons, the distilled spirits sold in 
one parcel as aforesaid, 53 Stat. 390. 

§ S252, Retail liquor dealers’ records 

(a) Requirement. Each retail liquor dealer shall provide at his 
own expense, and keep in his place of business, a record in book form, 
or shall keep all invoices of, and bills for, all distilled spirits, wines, 
and fermented malt liquors received, the quantity thereof, and from 
whom and the date when received. 

(b) Inspection. Such records, Invoices, and bills shall be open to 
inspection during the usual business hours of the retailer by Govern- 
ment oificers upon identification and request. 

(c) Preservation. Such records, invoices, and hills shall he kept 
for a period of two years after the time of the transactions to which 
they relate. 

(d) Penalty. For each willful violation of the provisions hereof the 
retailer shall be subject to a fine of $25. 53 Stat. 391. 

§ 3253. Penalties and forfeitures for nonpayment of special tax 

Any person who shall carry on the business of a brewer, rectifier, 
wholesale liquor dealer, retail liquor dealer, wholesale dealer in malt 
liquors, retail dealer in malt liquors, or manufacturer of stills, and will- 
fully falls to pay the special tax as required by law, shall, for every 
such offense, be fined not less than $100 nor more than $5,000 and be 
Imprisoned for not less than thirty days nor more than two years. 
And all distilled spirits or wines, and all stills or other apparatus, fit 
or intended to be used for the distillation or rectification of spirits, or 
for the compounding of liquors, owned by such person, wherever found, 
and all distilled spirits or wines and personal property found in the 
distillery or rectifying establishment, or in any building, room, yard, 
or enclosure connected therewith and used with or constituting a part 
of the premises, shall be forfeited to the United States. 63 Stat. 391. 

§ 3254. Definitions 

(a) Distiller 

For definition of distiller, see section 2809(a). 

<b) Wholesale dealer In liquors. Except as otherwise provided, 
every person who sella, or offers for sale, foreign or domestic distilled 
spirits, wines, or malt liquors in quantities of five wine-gallons or more 
to the same person at the same time, shall be regarded as a wholesale 
dealer In hquors: Provided, That the Commissioner may, by regula- 
tions, with the approval of the Secretary, provide for the issuance of 
a stamp denoting payment of such special tax as a '^wholesale dealer 
In wines'" or a ‘"wholesale dealer in wines and malt liquors" if, as 
the case may be, wines only, or wines and malt liquors only, are sold 
by a wholesale dealer in Hquors. 

(c) Retail dealer in liquors. Except as otherwise provided, (1) 
every person who sells, or offers for sale, foreign or domestic distilled 
spirits, wines, or malt liquors in less quantities than five wine-gallons 
to the same person at the, same ttme, shall be regar4ed as a retail dealer 
in liquors; J^rovided, That the Commissioner may, by regulations, with 
T. 26h U.S.C.A.— 64 84d 
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the approval of the Secretary, provide for the issuance of a stamp de- 
noting payment of such special tax as a "retail dealer in wines" or a 
"retail dealer in wines and malt liquors" if, as the case may be, wines 
only, or wines and malt liquors only, are sold by a retail dealer in liq- 
uors. 

(2) No retail dealer in liquors shall be held to be a wholesale dealer 
in liquors solely by reason of sales of five wine-gallons or more to 
the same person at the same time if such sales are for immediate con- 
sumption on the premises where sold. 

(d) Brewer. Every person who manufactures fermented liquors of 
any name or description, for sale, from malt, wholly or in part, or from 
any substitute therefor, shall be deemed a brewer. 

(e) Wholesale dealer in malt liquors. Except as otherwise provided, 
every person who sells, or offers for sale, malt liquors in quantities of 
five gallons or more, to the same person at the same time, and who does 
not deal in distilled spirits or wines at wholesale, shall be regarded as 
a wholesale dealer in malt liquors. 

(f) Retail dealer in malt liquors. Except as otherwise provided, 
every person who sells, or offers for sale, malt liquors in less quantities 
than five gallons to the same person at the same time, and does not deal 
in distilled spirits or wines, shall be regarded as a retail dealer in malt 
liquors. 

(g) Rectifier. Every person who rectifies, purifies, or refines dis- 
tilled spirits or wines by any process other than by original and con- 
tinuous distillation from mash, wort, or wash, through continuous 
closed vessels and pipes, until the manufacture thereof is complete, 
and every wholesale or retail liquor dealer who has in his possession 
any still or leach tub, or who keeps any other apparatus for the pur- 
pose of refining in any manner distilled spirits, and every person who, 
without rectifying, purifying, or refining distilled spirits, shall, by mix- 
ing such spirits, wine, or other liquor with any material, manufacture 
any spurious, imitation, or compound liquors for sale, under the name 
of whisky, brandy, gin, rum, wine, spirits, cordials, or wine bitters, or 
any other name, shall be regarded as a rectifier, and as being engaged 
in the business of rectifying: Provided, That nothing in this subsection 
or section 3250(f) (1) shall be held to prohibit the purifying or refining 
of spirits in the course of original and continuous distillation through, 
any material which will not remain incorporated with such spirits when 
the manufacture thereof is complete. 

(h) Manufacturer of stills. Any person who manufactures any still 
or worm to be used in distilling shall be deemed a manufacturer of stills. 
53 Stat. 391. 

§ 3255. Liability in case of business in more than one location 

(a) Retail dealers in liquors or malt liquors. Any retail dealer in 
liquors or retail dealer in malt liquors whose business is such as to 
require him to travel from place to place in different States of the Unit- 
ed States may, under regulations prescribed by the Commissioner, with 
the approval of the Secretary, procure a special-tax stamp "At Large" 
covering his activities throughout the United States with the payment 
of but one special tax as a retail dealer in liquors or as a retail dealer 
in malt liquors, as the case may be. 

(b) Dealers in liquors or malt liquors. Nothing contained in this 
chapter shall prevent the issue, under such regulations as the Commis- 
sioner may prescribe, of special tax stamps to persons carrying on the 
business of retail dealers in liquors, or retail dealers In malt liquors, 
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upon passenger railroad trains or upon steamboats or other yessels en- 
gaged in the business of carrying passengers. 

(c) Dealers in liquors or malt liquors making sales on purchaser 
dealers’ premises. No wholesale or retail dealer in liquors or whole- 
sale or retail dealer in malt liquors who has paid the special tax as 
such a dealer shall again be required to pay special tax as such dealer 
on account of sales of beer, lager beer, ale, porter, or other similar fer- 
mented malt liquor to wholesale or retail dealers in liquors or whole- 
sale or retail dealers in malt liquors consummated at the purchaser’s 
place of business covered by the stamp issued to him to denote the 
payment of the special tax imposed upon such dealers. 63 Stat. 392. 


PABT VIII.— FIREARMS 


§ 3260. Tax 

(a) Bate. Upon first engaging in business, and thereafter on or be- 
fore the 1st day of July of each year, every importer, manufacturer, 
and dealer in firearms shall pay a special tax at the following rates; 

(1) Importers or manufacturers. Importers or manufacturers, $600 
a year; 

(2) Dealers other than pawnbrokers. Dealers, other than pawnbro- 
kers, $200 a year; 

(8) Pawnbrokers. Pawnbrokers, $300 a year: 

Provided, That manufacturers and dealers in guns with two attached 
barrels, twelve inches or more in length, from which only a single dis- 
charge can be made from either barrel without manual reloading, guns 
designed to be held in one hand when fired and having a barrel twelve 
inches or more in length from which only a single discharge can be made 
without manual reloading, or guns of both types, shall pay the following 
taxes: Manufacturers, $26 per year; dealers, $1 per year. 

(b) Computation of tax. Where the tax is payable on the 1st day 
of July in any year it shall be computed for one year; where the tax 
is payable on any other day it shall be computed proportionately from 
the 1st day of the month in which the liability to the tax accrued to 
the 1st day of July following. 63 Stat. 892, amended Aug. 11, 1945, c. 
364, § 2, 59 Stat. 531. 


Historical IN’ote 


1943 Ajtoondjotwmt. tSnbsec. (a) amended 
by Act Ang. II, 1045, by striking out 
proviso and inserting in lieu thereof a 
new proviso, 

Rtteotlve Date of 1945 Amendment. 
ISubsec, (b) of section S of Act Aug, 11, 
1945, provided: “The amendment made 
by section 2 of this Act [subsec. (a) of 
this soctlonl shall apply with respect to 
any tax within the scope thereof payable 
under section S26U(a) of the Internal 
Revenue Code for any taxable period 
commencing on or after July l, 1946.” 

Method of Tax Proportlonment. Sec- 
tion 4(d) of Act May 21, 1952, c. 320, 60 
Stat. dS provided that: “In the case of 
any person who is ilable for a tax under 
any provision of section 3260(a) of the 
Internal Revenue Code [subsec. (a) of 


this section] solely by reason of the 
amondmonts made hy this Act [Act May 
21, 1952] and who (prior to the effective 
date of these amendments) commenced 
the activity which makes him subject to 
tax under such provision, such tax shall 
be reckoned proportionately from the 
beginning of the effective date of these 
amendments to and including the thir- 
tieth day of Juno following; and such 
tax shall be due on, and payable on or 
before, the last day of the fourth month 
after the month In which this Act is en- 
acted. [May 21, 1952].” 

Text of Amendaitory Revenue Acts. 
Complete original text of Revenue Acts 
amending this section, 1939 to date, 
see volumes **Titl® 26— Internal Revenue 
Acts”, 
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§ 3261. Registration 

(a) Importers, manufacturers, and dealers. Upon first engaging in 
business, and thereafter on or before the 1st day of July of each year, 
every importer, manufacturer, and dealer in firearms shall register 
with the collector of internal revenue for each district in which such 
business is to be carried on his name or style, principal place of busi- 
ness, and places of business in such district. 

(b) Persons in general. Every person possessing a firearm shall 
register, with the collector of the district in which he resides, the num- 
ber or other mark identifying such firearm, together with his name, 
address, place where such firearm is usually kept, and place of business 
or employment, and, if such person is other than a natural person, the 
name and home address of an executive ofdcer thereof. No person shall 
be required to register under this subsection with respect to a firearm 
which such person acquired by transfer or importation or which such 
person made, if provisions of subchapter B of chapter 25 applied to 
such transfer, importation, or making, as the case may be, and if the 
provisions which applied thereto were complied with. 

(c) Repealed. May 21, 1952, c. 320, S 3(f), 66 Stat. 88. 63 Stat. 
393, amended May 21, 1952, c. 320, § 3(e), (f), 66 Stat. 88. 


Historical Note 


1952 Axnenclment. Subsec. (b) amend- 
ed by Act May 21, 1952, S 3(e), which 
struck out proviso relating to the ex- 
ception to the registration requirement 
and added new sentence. 

Subsec. (c) repealed by Act May 21, 
1952, § 3(f). Prior to such repeal, said 
subsec. provided: 

“(c) Presumption of possession. When- 
ever on trial for a violation of section 
2726(a) hereof the defendant Is shown to 
have or to have had possession of such, 
firearm at any time after September 24, 
1034, without having registerd as required 
by subsection (b), such possession shall 
create a presumption that such firearm 
came into the possession of the defend- 
ant subsequent to July 26, 1934, but this 
presumption shall not be conclusive.’* 

Effective Date of 1952 Amendment. Sec- 
tion 4(a) of Act May 21, 1952, provided 
that the amendment of this section should 
become effective on the first day of the 
fourth month following the month [May] 
of its enactment. 

Effective Bate of Required Registration. 
Section 4(b) of Act May 21, 1952, provid- 
ed that notwithstanding the provisions 
of section 4(a), which provided for the 
effective date of amendments by said 
Act May 21, 1952, to be the first day of 
the fourth month following the month 
[May] of its enactment, the registration 


required under this section shall com- 
mence on the first day of the second 
month following the month [May] of its 
enactment. 

Exemption From Criminal liability. 
Section 4(c) of Act May 21, 1052, pro- 
vided that: “Nothing in subchapter B of 
chapter 25 of the Internal Revenue Code 
[subchapter B of chapter 25 of this title] 
or of part VIII of subchapter A of chap- 
ter 27 of the Internal Revenue Code 
[this part], as amended by this Act, shall 
impose any liability (whether criminal 
or otherwise) in respect of any act or 
failure to act occurring before the ef- 
fective date specified in subsection (a), 
unless such liability would have existed 
in respect of such act or failure to act 
under the provisions of such subchapter 
B [subchapter B of chapter 27 of this 
title] and part VIII [this part] as they 
existed on the day prior to the effective 
date specified in subsection (a).” 

Text of Amendatory Revenne Acts. 
Complete original text of Revenue Acts 
amending this section, 1939 to date, see 
volumes “Title 26— Internal Revenue 
Acts”. 

liogislatlve History: For legislative 
history and purpose of Act May 21, 1952, 
see 1952 U.S.Code Cong, and Adm.News. 
p. 1454. 


§ 3262. Exemptions 

For provisions exempting certain transfers, see section 2721. 

53 Stat. 393. 

§ 3263. Unlawful acts in case of failure to register and pay special tax 
(a) Importation, manufacture or dealing in firearms. It shall be un- 
lawful for any person required to register under the provisions of section 
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3261 to import, mamifacture, or deal in jSlrearms without having regis- 
tered and paid the tax imposed by section 3260. 

(b) Transpoilation in interstate commerce. It shall be unlawful for 
any person who is required to register as provided in section 3261(b) and 
who shall not have so registered, or any other person who has not in his 
possession a stamp-affixed order as provided in section 2723 or a stamp- 
affixed declaration as provided in section 2734, to ship, carry, or deliver 
any firearm in interstate commerce. 63 Stat. 393, amended May 21, 1952, 
c. 320, § 3(g). 66 Stat. 88. 


Historical Note 


1953 Amocdment. Siibsec. (b) amend- 
ed b 3 ’' Act May 21, 1952, which made 
technical changes to make section con- 
form to new section 2734 of this title. 

lEffeotivo Date of 1953 Amendment. 
Section 4(a) of Act May 21, 1952, pro- 
vided that the amendment of this sec- 
tion should become effective on the first 


day of the fourth month following the 
month [Mayl of its enactment. 

Text of Amendatory Revenno Acts. 
Complete original text of Revenue Acts 
amending this section, 1939 to date, see 
volumes “Title 26 — Internal Revenue 
Acts*^ 


§ 8264. Otlier laws applicable 

For provisions relating to special taxes, and other provisions relating to the tax on 
narcotics made applicable to the taxes imposed by this part, see section 2731. 

63 Slat. 393. 


§ 8265. Doftiiitions 

For (lelinitions of firearm, machine gun, importer, manufacturer, dealer, and other 
terms used in this part, see section 2733. 

63 Stat. 393. 

§ 8266. Transactions between registered persons 

For provisions exempting dealings between registered persons in certain respects, 
see section 2733(d). 

63 Stat. 394. 


FART IX— COIN-OFKRATFD AMXTSFMFNT AND GAMING DBVICBS 

Fart was added by Act Sept. 20, 1941, tlve on Oct. l, 1941, by section 658 of that 

12:16 p. m., F. S. T., c. 412, Title V, | Act 

656, 65 Stat. 722, which was made effiec- 

§ 8267. max on coin-operated amusement and gaming devices 

(a) Rate. Elvery person who maintains for use or permits the use of, 
on any place or premises occupied by him, a coin-operated amusement or 
gaming device shall pay a special tax as follows: 

(1) $10 per year in the case of a device defined in clause (1) of 
subsection (b) ; 

(2) $260 per year, in the case of a device defined in clause (2) of 
subsection (b) ; and 

(3) $10 or $260, as the case may be, for each additional device so 
maintained or the use of which is so permitted. If one such device 
is replaced by another, such other device shall not be considered an 
additional device. 

(b) Befilnitlon* As used In this Part, the term ‘^coin-operated amuse- 
ment and gaming devices'' meaus (1) any amusement or music machine 
operated by means of the insertion of a coin, token, or similar object, and 
<2) so-called “slot" machines which operate by means of insertion of a 
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coin, token, or similar object and wMcli, by application of tbe element of 
chance, may deliver, or entitle the person playing or operating the machine 
to receive, cash, premium, merchandise, or tokens. The term does not 
include bona fide vending machines in which are not incorporated gaming 
or amusement features. For the purposes of this section, a vending ma- 
chine operated by means of the Insertion of a 1 cent coin, which, when it 
dispenses a prize, never dispenses a prize of a retail value of, or entitles 
a person to receive a prize of a retail value of, more than 5 cents, and if 
the only prize dispensed is merchandise and not cash or tokens shall be 
classified under clause (1) and not under clause (2). 

(c) Applicability of adixdnistrative provisions- An operator of a place 
or premises who maintains for use or permits the use of any coin-operated 
device shall be considered, for the purposes of subchapter B, to be engaged 
in a trade or business in respect of each such device. 

(d) Effective date of tar. With respect to the year ending June 30, 
1942, no tax shall be payable under this part for any period prior to 
October 1, 1941. Added Sept. 20, 1941, 12:15 p. m., E. S. T., c. 412, 
Title V, § 555, 55 Stat. 722, amended Oct. 21, 1942, 4:30 p. m., E. W. T., 
c. 619, Title VI, § 617(a, b), 56 Stat. 978; Sept. 23, 1950, 3:15 p. m., 
E. D. T., c. 994, Title VI, § 603(a), 64 Stat. 964; Oct. 20, 1951, 2:07 
p. m., E. S. T., c. 521, Title IV, § 463, 65 Stat. 628. 


Historical !N*ote 


1951 Amendment. SubSGC. (a) amended 
by Act Oct 20, 1951, which substituted 
*'$250’* for “$150” in clauses (2) and (3). 

1950 Amendment. Subsec. (a) amend- 
ed by Act Sept. 23, 1930, to increase rate 
of tax from $100 to $150 per year. 

1942 Amendment. Subsecs. (a) (2) and 
(3), and (b). amended by Act Oct. 21, 
1942, which substituted “$100” for “$50'" 
in para. (2) and (3) of subsec. (a) and 
amended subsee. (b) in its entirety. 

Effective Date of 1951 Amendment. Ef- 
fective date of amendment by Act Oct. 
20, 1951, see note under section 3250 of 
this title. 

Effective Date of 1950 Amendments. 
Section 603(b) of Act Sept. 23, 1960, pro- 
vided that the amendment of subsec. (a) 
should take effect on the first day of 
the first month which begins more than 
10 days after Sept. 23, 1950. 

Effective Date of 1942 Amendment. 
Section 617(c) of Act Oct, 21, 1942, 
provided as follows; 

“(c) The amendments made by this 
section shall be first applicable as fol- 
lows: 

“(1) In the case of machines the 
rate of tax on which Is increased, to 
the year beginning July 1, 1943. 

“(2) In the case of machines not 
subject to tax prior to such amend- 
ments, no tax shall be payable with 
respect to any period before the ef- 
fective date of this title [Title VI]. 


“(3) In the case of machines if the 
limitation on the amount of the prize 
dispensed is 5 cents, to the year be- 
ginning July 1, 1942.” 

The amendments made by Title VI of 
Act Oct. 21, 1942, of which section 61T 
thereof is a part, were made generally 
effective on the first day of the first 
month which began more than ten day® 
after Oct. 21, 1942, 4:30 p. m., E.W.T.. 
by section 601 thereof. 

Effective Date. Act Sept. 20, 1941, waa 
made effective on Oct. 1, 1941, by section 
558 thereof. 

Treaty Obligations. Section 615 of Act 
Oct. 20, 1951, provided that: “No amend- 
ment made by this Act [Act Oct. 20, 1961]i 
shall apply in any case where Its appli- 
cation would be contrary to any treaty 
obligation of the United States.” 

Similar provisions were contained In 
the following Act; 

1959— Sept. 23, 1960, 3:15 p. m., 
c. 994, Title II, § 214, 64 Stat. 937. 

Text of Amendatory ^Revenue Acts. 
Complete original text of Revenue Acts 
amending this section, 1939 to date, see 
volumes “Title 26 — ^Internal Revenue* 
Acts”. 

I/egislatlve History: For legislative* 
history and purpose of Act Oct. 20, 1951, 
see 1951 U.S.Code Cong.Service, p. 1781. 
See, also. Act Sept. 23, 1950, 1950 U.S. 
Code Cong.Service, p. 8058. 


PART X.— BOWLING ALLEYS. AND BILLIARD AND POOL TABLES 


Part was added, by Act Sept, 20, 1941, 
12:16 p. m., E.S.T., c. 412, Title V, I 656, 


55 Stat. 723, which was made effective on* 
Oct. 1. 1941, by section 558 of that Act 
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§ 3268 . Tax on bowling alleys, and billiard and pool tables 

(a) Bate. Every person who operates a bowling alley, billiard room, 
or pool room shall pay a special tax of $20 per year for each bowling alley, 
billiard table, or pool table. Every building or place where bowls are 
thrown or where games of billiards or pool are played, except in private 
homes, shall be regarded as a bowling alley, billiard room, or pool room, 
respectively. No tax shall be imposed under this section with respect to 
a billiard table or pool table in a hospital if no charge is made for the use 
of such table. The tax imposed under this section shall not apply for any 
period beginning after June 30, 1952, with respect to any bowling alley, 
billiard table, or pool table maintained exclusively for the use of mem- 
bers of the Armed Forces on any property owned, reserved, or used by, 
or otherwise acquired for the use of, the United States if no charge is 
imade for their use. 

(b) Effective date of tax. With respect to the year ending June 30, 
1942, no tax shall be payable under this part for any period prior to 
October 1, 1941. Added Sept. 20, 1941, 12:15 p. m., E. S. T., c. 412, Title 
V, § 666, 55 Stat. 723, amended Feb. 25, 1944, 12:49 p. m., E. W. T., c. 
‘63, Title III, § 306(a), 68 Stat. 64; July 17, 1952, c. 924, § 1, 66 Stat. 
762; Mar. 31, 1964, c. 126, Title V, § 604(d), 68 Stat. 42. 


Historical Note 


1954 Amendment. Sub sec. (a) amended 
by Act Mar. 31, 1054, which substituted 
'‘$20 per year" for “$10 per year”. 

1952 Amendment. Subsec. (a) amend- 
-od by Act July 17, 3052, to exclude from 
■taxation bowling alleys and billiard and 
pool tables maintained exclusively for 
the use of the Armed Forces. 

1944 Amendment. Subaec. (a) amended 
by Act Fob, 25, 1014, which added sen- 
tence beginning “No tax shall be,“ etc. 

Bffoctlv© Date of 1944 Amendment. Act 
Feb. 25, 1014, was made elTective July 1, 
1944, by section 805(b) thereof. 

jEffeetive Date. Act Sept. 20, 1941, was 
made effective on Oct. 1, 1041, by section 
m thereof. 


Termination of War tax rates. The 
effective period of the War tax rates 
provided for in section 1650 of this title, 
which had temporarily affected the per- 
manent rate specified in subsec. (a) of 
this section, ended on March 31, 1054 un- 
der the provisions of such section 1660 as 
amended by Act Mar. 31, 1954. See such 
section, and notes thereunder. 

Text of Amendatory Bevenuo Acta. 
Complete original text of Kevenue Acts 
amending this section, 1039 to date, see 
volumes “Title 26— Internal Kevenue 
Acts". 

Doglslatlvo History 1 For leglsiatlve 
history and purpose of Act Mar. 31, 1954, 
see 1051 U.S.Code Cong, and Adm.Newg, 
p. 2055. See, also, Act July 17, 1952, 1952 
U.S.Code Cong, and Adm.Newa, p. 2311. 


SUBCHAPTBR B.— GENERAL PROVISIONS 

§ 8270. BegistratloD 

(a) Bequiremeiits. Every person engaged in any trade or business on 
which a special tax is Imposed by law shall register with the collector of 
the district his name or style, place of residence, trade or business, and 
the place where such trade or business is to be carried on. In case of 
a firm or company, the names of the several persons constituting the same, 
.and the places of residence, shall be so registered* 

(b) Cross refereonces 

For registration In case of narcotics, marihuana, and firearms, see sections 8221, 

8231, and 3261, respectively. 

For transfer of powers and duties of Commissioner and his agents, in case of liquor, 
*see section 3170, 

.63 Stat 894. 

§ 3271. Fayment of tax 

(a) Oonditton precedent to doing bvMoma. No person, shall be en- 
gaged In or carry on any trade or business mentioned In this chapter until 
die has paid a special tax therefor in the manner provided In this chapter. 
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(b) Ibi© date. All special taxes shall become due on the 1st day of 
July in each year, or on commencing any trade or business on which such 
tax is imposed. In the former case the tax shall be reckoned for one year, 
and in the latter case it shall be reckoned proportionately, from the 1st 
day of the month in which the liability to a special tax commenced, to and 
including the 30th day of June following, 

(c) How paid 

(1) Stamp. All special taxes imposed by law, including the tax on 
stills or worms, shall be paid by stamps denoting the tax. 

(2) Assessment 

For authority of Commissioner to make assessments where the special taxes have 
not been duly paid by stamp, at the time and in the manner provided by law, see 
section 3640. 

53 Stat. 394. 

§ S272. Returns 

(a) Tim© for filing. It shall be the duty of the special taxpayers to ren- 
der their returns with remittances to the collector at such times within 
the calendar month in which the special tax liability commenced as shall 
enable him to receive such returns, duly signed and verified, together with 
the remittances, not later than the last day of the month, except in cases 
of sickness or absence, as provided for in section 3634. 

(b) Transfer of duties 

For transfer of powers and duties of Commissioner and his agents in case of nar- 
cotics and liquor, see subchapter D of chapter 23 and section 3170. 

(c) Penalties 

For penalties imposed for failure to file returns or for making false or fraudulent 
returns, see section 3612, 

53 Stat. 394. 

§ 8273. Stamps 

(a) Supply. The Commissioner Is required to procure appropriate 
stamps for the payment of all special taxes imposed by law, including the 
tax on stills or worms; and the provisions of section 2802(a) and of 
sections 3300, 3301, and 3302, and all other provisions of law relating to 
the preparation and issue of stamps for distilled spirits, fermented liquors, 
tobacco, and cigars, shall, so far as applicable, extend to and include such 
stamps for special taxes; and the Commissioner shall have authority to 
make all needful regulations relative thereto. 

(b) Posting. Every person engaged in any business, avocation, or em- 
ployment, who is thereby made liable to a special tax, shall place and keep 
conspicuously in his establishment or place of business all stamps denot- 
ing the payment of said special tax. 

(c) Transfer of duties 

For transfer of powers and duties of Commissioner and his agents, see BUbchapter 
D of chapter 23 and section 3170. 

53 Stat. 394. 

§ 3274. Penalties relating to posting of special tax stamp 

Any person who shall, through negligence, fail to place and keep stamps 
denoting the payment of the special tax as provided in section 3273(b) 
shall be liable to a penalty equal to the special tax for which his business 
rendered him liable, and the costs of prosecution; but in no case shall 
said penalty be less than $10. And where the failure to comply with the 
provisions of section 3273(b) shall be through willful neglect or refusal, 
then the penalty shall be double the amount above prescribed: Provided, 
That nothing in this section shall in any way affect the liability of any 
person for exercising or carrying on any trade, business, or profession^ 
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®r doing any act for tlie exercising, carrying on, or doing of vliicli a special 
tax is imposed by law, without the payment thereof. 63 Stat 395. 

§ 3275. Ijist of special taxpayers for public inspection 

(a) In collector’s office. Each collector shall, under regulations of th® 
Commissioner, place and keep conspicuously in his office, for public 
inspection, an alphabetical list of the names of all persons who shall have 
paid special taxes within his district, and shall state thereon the time, 
place, and business for which such special taxes have been paid, and 
upon application of any prosecuting officer of any State, county, or munici- 
pality, he shall furnish a certified copy thereof, as of a public record, for 
which a fee of $1 for each one hundred words or fraction thereof in the 
copy or copies so requested, may be charged. 

(b) Transfer of duties 

For transfer of powers and duties of Commissioner and his agents In case of nar- 
cotics and liquor, sec subchapter D of chapter 23 and section 3170. 

63 Stat. 395. 

§ 3276. Application of stat® laws 

The payment of any tax imposed by the Internal revenue laws for carry- 
ing on any trade or business shall not be held to exempt any person from 
any penalty or punishment provided by the laws of any State for carrying 
on the same within such State, or in any manner to authorize the com- 
mencement or continuance of such trade or business contrary to the laws 
of such State or in places prohibited by municipal law; nor shall the 
payment of any such tax be held to prohibit any State from placing a duty 
or tax on the same trade or business, for State or other purposes. 53 
Stat. 395. 

§ 3277. Liability of partners 

Any number of persons doing business in copartnership at any one place 
shall be required to pay but one special tax. 53 Stat 395. 

§ 3278. Liability lu case of business in more than one location 

The payment of the special tax imposed shall not exempt from an addi- 
tional special tax the person carrying on a trade or business in any other 
place than that stated in the collector's register; but nothing herein con- 
tained shall require a special tax for the storage of goods, wares, or mer- 
chandise in other places than the place of business, nor, except as provided 
in this chapter for the sale by manufacturers or producers of their own 
goods, wares, and merchandise, at the place of production or manufacture, 
and at their principal office or place of business, provided no goods, wares, 
or merchandise shall be kept except as samples at said office or place of 
business. 63 Stat, 396. 

§ 3270. Liability iu case of dififoreut businesses of same ownership 
and location 

Whenever more than one of the pursuits or occupations described in 
this chapter are carried on in the same place by the same person at the 
same time, except as otherwise provided In this chapter the tax shall be 
paid for each according to the rates severally prescribed. 68 Stat. 396. 

§ 3280. Liability in case of death or change of location 

(a) Bequlrements. When any person who has paid the special tax for 
any trade or business dies, his wife or child, or executors or administra- 
tors or other legal representatives, may occupy the house or premises, and 
in like manner carry on, for the residue of the term for which the tax la 
paid, the same trade or business as the deceased before carried on, in the 
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same house and upon the same premises, without the payment of any 
additional tax. And when any person removes from the house or prem- 
ises for which any trade or business was taxed to any other place, he may 
carry on the trade or business specified in the collector's register at the 
place to which he removes, without the payment of any additional tax: 
Provided^, That all cases of death, change, or removal, as aforesaid, with 
the name of the successor to any person deceased, or of the person making 
such change or removal, shall be registered with the collector, under regu- 
lations to be prescribed by the Commissioner. 

(b) Registration 

For registration in case of narcotics, marihnana, and firearms, see sections 3221, 
3231, and 3261, respectively. 

(c) OPransfer of duties 

For transfer of powers and duties of Commissioner and his agents. In case of liqiuor, 
see section 3170. 

63 Stat. 396. 

§ 3281. Discretionary method allowed commissioiier for collecting taj[ 

Whether or not the method of collecting any tax imposed by section 
3220 is specifically provided in this chapter, any such tax may, under 
regulations prescribed by the Commissioner with the approval of the 
Secretary, be collected by stamp, coupon, serial-numbered ticket, or such 
other reasonable device or method as may be necessary or helpful in 
securing a complete and prompt collection of the tax. All administrative 
and penalty provisions of subchapters A, B, and C of chapter 11, in so far 
as applicable, shall apply to the collection of any tax which the Commis- 
sioner determines or prescribes shall be collected in such manner. 63 
Stat. 396. 

§ 3282. Application of subchapter 

The provisions of this subchapter, so far as applicable, shall extend to 
and include and apply to the special taxes Imposed under suhchapter A, 
and to the persons upon whom they are imposed. 63 Stat. 396. 

§ 3283. Federal agencies or instrumentalities 

Any tax imposed by this chapter shall apply to any agency or instru- 
mentality of the United States unless such agency or Instrumentality Is 
granted by statute a specific exemption from such tax. Added Sept. 23, 
1950, 3:16 p. m., E. D. T., c. 994, Title VI, § 604, 64 Stat. 964. 

Historical Note 

Treaty ObU^ratlons. Section 214 of Act 
Sept. 23, 1950, provided that: ''No amend- 
ment made by this Act [Act Sept. 23, 

1050] shall apply in any case where its 
application would be contrary to any 
treaty obligation of the United States.” 


liCgislatlve History! For legislative 
history and purpose of Act Sept, 23, 
1950, see 1960 U.S.Code Cong. Service, ik 
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SUBCHAPTER A— TAX ON WAGERS 


Sec. 

-3285. Tax. 

3286. Credits and refunds. 

-3287, Certain provisions made applicable. 

SUBCHAPTER B — OCCUPATIONAL TAX 

3290. Tax. 

3291. Registration. 

3292. Certain provisions made applicable. 

3293. Posting. 

,3294. Penalties. 


SUBCHAPTER C— MISCELLANEOUS PROVISIONS 

3297. Applicability of federal and state laws. 

3298. Inspection of books. 


SUBCHAPTER A— TAX ON WAGERS 

1051 Amondment. Chapter added by and made effective on Nov. 1, 1951 by 

section 471(a) of Act Oct. 20, 1051, 2:07 section 472 of Act Oct. 20, 1951. 

!p. m., K.S.T., c, 621, Title IV, 66 Slat. 631, 

§ S2S5. Tax 

(a) Wagers. There shall be imposed on wagers, as defined in subsec- 
tion (b), an excise tax equal to 10 per centum of the amount thereof. 

(b) Definitions. For the purposes of this chapter — 

(1) The term **wagGr” means (A) any wager with respect to a sports 
event or a contest placed with a person engaged in the business of accept- 
ing such wagers, (B) any wager placed in a wagering pool with respect 
to a sports event or a contest, if such pool is conducted for profit, and (C) 
any wager placed in a lottery conducted for profit. 

(2) The term 'Tottery'' includes the numbers game, policy, and similar 
-types of wagering. The term does not Include (A) any game of a type 
In which usually (i) the wagers are placed, (ii) the winners are deter- 
mined, and (iii) the distribution of prizes or other property is made, in 
the presence of all persons placing wagers in such game, and (B) any 
drawing conducted by an organization exempt from tax under section 101, 
-if no part of the net proceeds derived from such drawing inures to the 
benefit of any private shareholder or individual. 

(c) Amount of wager. In determining the amount of any wager for 
the purposes of this subchapter, all charges incident to the placing of such 
wager shall he included; except that if the taxpayer establishes, in ac- 
cordance with regulations prescribed by the Secretary, that an amount 
•equal to the tax imposed by this subchapter has been collected as a separate 
•charge from the person placing such wager^ the amount so collected shall 
•be excluded. 

(d) Persons liable for tax. Each person who Is engaged In the busi- 
ness of accepting wagers shall be liable for and shall pay the tax under 
this subchapter on all wagers placed with him. Bach person who con- 
ducts any wagering pool or lottery shall be liable for and shall pay the 
iax under this subchapter on all wagers placed In such pool or lottery. 

859 



WAGERING TAXES 


§3285 

(e) BhcdosioiiB from tax. No tax shall be imposed by this subchapter 
(1) on any wager placed with, or on any wager placed in a wagering pool 
conducted by, a parimutuel wagering enterprise licensed under State law, 
and (2) on any wager placed In a coin-operated device with respect to 
which an occupational tax is imposed by section 3267. 

(f) Territorial extent. The tax imposed by this subchapter shall apply 
only to wagers (1) accepted in the United States, or (2) placed by a 
person who is in the United States (A) with a person who is a citizen or 
resident of the United States, or (B) in a wagering pool or lottery con- 
ducted by a person who is a citizen or resident of the United States. Added 
Oct 20, 1951, 2:07 p. m., E. S. T.. c. 521, Title IV, § 471(a), 65 Stat 529. 


Historical Note 


Effective Date. Section 472 of Act Oct. 
20» 1951 provided tliat; “The tax imposed 
by snbchapter A of chapter 27A [this 
suhchapter], as added by section 471 [of 
such Act], shall apply only with respect 
to wagers placed on or after the first 
day of the first month which begins more 
than 10 days after the date of enactment 
of this Act [Oct. 20, 1961]. No tax shall 
be payable under subchapter B of chap- 
ter 27A, as added by section 471, with 
respect to any period prior to the first 
day of the first month which begins 
more than 10 days after the date of 
enactment of this Act. In the case of 
any person who is liable for tax under 
subchapter A of chapter 27A, as added 
by section 471, or who is engaged in re- 
ceiving wagers for or on behalf of any 
person so liable, and who commenced 
the activity which makes him subject to 
such tax, or who was engaged in re- 


ceiving such wagers, prior to the first 
day of the first month specified in the 
preceding sentence, the tax under sub- 
chapter B of chapter 27A, as added by- 
section 471, shall be reckoned propor- 
tionately from the first day of such 
month to and including the thirtieth day 
of June following and shall be due on 
and payable on or before, the last day of 
the month specified in the preceding 
sentence." 

Treaty Obligrations. Section 815 of Act 
Oct. 20, 1951, provided that: “No amend- 
ment made by this Act [Act Oct. 20, 1951} 
shall apply in any case where its appli- 
cation would be contrary to any treaty 
obligation of the United States." 

Deglslatlve History i For legislative 
history and purpose of Act Oct. 20, 1951, 
see 1951 U.S.Code Cong.Service, p. 1781. 


§ 8286 . Credits and refunds 

(a) No overpayment of tax under this subchapter shall be credited 
or refunded (otherwise than under subsection (b)), in pursuance of a 
court decision or otherwise, unless the person who paid the tax estab- 
lishes, In accordance with regulations prescribed by the Secretary, (1) 
that he has not collected (whether as a separate charge or otherwise) 
the amount of the tax from the person who placed the wager on which 
the tax was imposed, or (2) that he has repaid the amount of the tax 
to the person who placed such wager, or unless he files with the Secre- 
tary written consent of the person who placed such wager to the allow- 
ance of the credit or the making of the refund. In the case of any 
lald-off wager, no overpayment of tax under this suhchapter shall be 
so credited or refunded to the person with whom such laid-off wager 
was placed unless he establishes, in accordance with regulations pre- 
scribed by the Secretary, that the provisions of the preceding sentence 
have been complied with both with respect to the person who placed the 
laid-off wager with him and with respect to the person who placed the 
original wager, 

(b) Where any taxpayer lays off part or all of a wager with another 
person who is liable for tax under this subchapter on the amount so 
laid off, a credit against the tax imposed by this subchapter shall be 
allowed, or a refund shall be made to, the taxpayer laying off such 
amount. Such credit or refund shall be in an amount which bears the 
same ratio to the amount of tax which such taxpayer paid under this 
sub chapter on the original wager as the amount so laid off bears to 
the amount of the original wager. Credit or refund under this sub- 
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section shall be allowed or made only In accordance with regulations 
prescribed by the Secretary; and no interest shall be allowed with 
respect to any amount so credited or refunded. Added Oct, 20, 1951, 
2:07 p. m., E. S. T., c. 621. Title IV, § 471(a), 66 Stat. 629. 


Historical Hote 


Effective Date. Effective date of taxes 
under this subchapter, see note under 
section 3285 of this title. 

Treaty Oblisrations. Section 615 of Act 
Oct. 20, 1951, provided that: “No amend- 


ment made by this Act [Act Oct. 20, 1951] 
shall apply in any case where its applica- 
tion would be contrary to any treaty ob- 
ligation of the United States.” 


§ S287. Certain provisions made applicable 

All provisions of law, including penalties, applicable with respect to 
any tax imposed by section 2700 shall, insofar as applicable and not 
inconsistent with the provisions of this subchapter, be applicable with 
respect to the tax imposed by this subchapter. In addition to all other 
records required pursuant to section 2709, each person liable for tax 
under this subchapter shall keep a daily record showing the gross* 
amount of all wagers on which he is so liable. Added Oct. 20, 1951, 
2:07 p. m., E. S, T., c. 621, Title IV, § 471(a), 65 Stat. 629. 


Historical Note 


Effective Bate. Effective date of taxes 
under this subchapter, see note under 
section 3285 of this title. 

Treaty Obligations, Section 615 of Act 
Oct 20, 1951, provided that: “No amend- 


ment made by this Act [Act Oct 20, 
1951] shall apply In any case where its 
application would bo contrary to any 
treaty obligation of the United States." 


SUBCHAPTER B — OCCUPATIONAL TAX 
8 3290. Tax 

A special tax of $60 per year shall be paid by each person who Is lia- 
ble for tax under subchapter A or who Is engaged in receiving wagers 
for or on behalf of any person so liable. Added Oct. 20, 1951, 2:07 p. 
m., H. S. T., e. 621, Title IV, § 471(a), 65 Stat. 629. 


Historical Note 


Effective Bute. Effective date of taxes 
under this subchapter, see note under 
section 8285 of this title. 

Trcaiy Obligations, Bectlon 516 of Act 
Oct 20, 1951, provided that: “No amend- 


ment made by this Act [Act Oct, 20, 3951} 
shall apply in any case where its applica- 
tion would be contrary to any treaty 
obligation of the United States.” 


§ 3291. Registration 

(a) Bach person required to pay a special tax under this subchapter 
shall register with the collector of the district- — 

(1) his name and place of residence; 

(2) if he is liable for tax under subchapter A, each place of 
business where the activity which makes him so liable Is carried 
on, and the name and place of residence of each person who is 
engaged in receiving wagers for him or on Ms behalf; and 

(8) if he is engaged in receiving wagers for or on behalf of 
any person liable for tax under subchapter A, the name and place 
of residence of each such person. 
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(b) Where subsection (a) requires the name and place of residence 
of a firm or company to be registered, the names and places of residence 
of the several persons constituting the firm or company shall be regis- 
tered. 

(c) In accordance with regulations prescribed by the Secretary, the 
collector may require from time to time such supplemental information 
from any person required to register under this section as may be need- 
ful to the enforcement of this chapter. Added Oct. 20, 1951, 2:07 p. 
m., E. S. T., c. 521, Title IV, § 471(a), 65 Stat. 529. 


Historical Note 


EffecMvo Bat®. Effective date of taxes 
imder this subchapter, see note under 
section 3285 of this title. 

Treaty Oblig^ations. Section 615 of 
Act Oct. 20, 1951, provided that: ‘*No 


amendment made by this Act [Act Oct. 
20, 1951] shall apply in any case where 
its ap^ication would be contrary to any 
treaty obligation of the United States.” 


§ 3292. Certain provisions made applicable 

Sections 3271, 3273(a), 3275, 3276, 3277, 3279, and 3280 shall 
extend to and apply to the special tax imposed by this subchapter and 
to the persons upon whom it is imposed, and for that purpose any activ- 
ity which makes a person liable for special tax under this subchapter 
shall be considered to be a business or occupation described in chapter 
27. No other provision of subchapter B of chapter 2 7 shall so extend 
or apply. Added Oct. 20, 19 61, 2:07 p. m., E. S. T., c. 621, Title IV, 
§ 471(a), 65 Stat. 529. 


Historical Not© 


Effective Date. Effective date of taxes 
under this subchapcer, see note under 
section 3285 of this title. 

Treaty Obligations. Section 615 of 
Act Oct. 20, 1951, provided that: “No 


amendment made by this Act [Act Oct. 
20, 1951] shall apply in any case where its 
application would be contrary to any 
treaty obligation of the United States.” 


§ 3293. Posting 

Every person liable for special tax under this subchapter shall place 
and keep conspicuously in his principal place of business the stamp 
denoting the payment of such special tax; except that if he has no such 
place of business, he shall keep such stamp on his person, and exhibit 
it, upon request, to any officer or employee of the Bureau of Internal 
Revenue. Added Oct. 20, 1961, 2:07 p. m., B. S. T., c. 521, Title IV, 
§ 471(a), 66 Stat. 629. 


Historical Note 


Effect! v 0 Bat®. Effective date of taxes 
under this subchapter, see note under 
section 3285 of this title. 

Treaty Obligations. Section 616 of Act 
Oct. 20, 1951, provided that: “No amend- 


ment made by this Act [Act Oct. 20, 1961] 
shall apply in any cas© where its applica- 
tion would be contrary to any treaty ob- 
ligation of the United States,” 


§ 3294. Fonalties 

(a) Failuro to pay tax. Any person who does any act which makes 
him liable for special tax under this subchapter, without having paid 
such tax, shall, besides being liable to the payment of the tax, be fined 
not less than $1,000 and not more than $6,000, 

(b) Failure to post or exhibit stamp. Any person who, through 
negligence, fails to comply with section 3293, shall be liable to a pen- 
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alty of $50, and the cost of prosecution. Any person who, through will- 
ful neglect or refusal, fails to comply with section 3293, shall be liable 
to a penalty of $100, and the cost of prosecution. 

(c) Willful violations. The penalties prescribed by section 2707 
with respect to the tax imposed by section 2700 shall apply with respect 
to the tax imposed by this subchapter. Added Oct. 20, 1951, 2:07 p. 
m., E. S. T., c. 621, Title IV, § 471(a), 65 Stat. 529. 


Historical Kote 


Effective Date. EfEectire date of taxes 
under this subchapter, see note under 
section 3285 of this title. 

Treaty Obligratious. Section 615 of 
Act Oct. 20, 1951, provided that; **No 


amendment made by this Act [Act Oct. 
20, 1961] shall apply in any case where 
its application would be contrary to any 
treaty obligation of the United States.” 


SUBCHAPTER C. — MISCELLANEOUS PROVISIONS 
§ 8297. Applicability of federal and state laws 

The payment of any tax Imposed by this chapter with respect to any 
activity shall not exempt any person from any penalty provided by a 
law of the United States or of any State for engaging in the same ac- 
tivity, nor shall the payment of any such tax prohibit any State from 
placing a tax on the same activity for State or other purposes. Added 
Oct. 20, 1961, 2:07 p. m. E. S. T., c. 621, Title IV, § 471(a), 66 Stat. 
629. 


Historical Note 

Treaty Obllgatlotis. Section 615 of 20, 1051] shall apply in any case where 
Act Oct. 20, 1951, provided that: '‘No its application would be contrary to any 
amendment made by this Act [Act Oct. treaty obligation of the United States.^' 

§ 829S. Inspection of books 

Notwithstanding section 3631, the books of account of any person 
liable for tax under this chapter may be examined and Inspected as 
freuuently as may be needful to the enforcement of this chapter. Added 
Oct. 20, 1951, 2:07 p. m., E. S. T., c. 621, Title IV, § 471(a), 65 Stat. 
629. 


Historioal Note 

Treaty Obligations, Section 615 of 20, 1951] shall apply In any case where* 
Act Oct 20, 1951, provided that; "No its application would be contrary to any 
amendment made by this Act [Act Oct treaty obligation of the United States." 
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CHAPTER 28.— -PROVISIONS COMMON TO 
MISCELLANEOUS TAXES 

SUBCHAPTER A. — GENERAL PROVISIONS 
PABT I.— STAMPS, MARKS. AND BRANDS 

Sec. 

3300. Establishment and alteration. 

3301. Attachment and cancellation. 

3302. Repealed. 

3303. Cancellation of stamps by perforation. 

3304. Redemption of stamps. 

3305. Transmission of stamps to internal revenue officers. 

PART II.— ASSESSMENT. COLLECTION, AND REFUND 

3310. Returns and payment Of tax. 

3311. Assessment of unpaid taxes payable by stamp. 

3312. Period of limitation upon assessment and collection 

3313. Period of limitation upon refunds and credits. 

3314. Cross reference. 

PART in.— PENALTIES AND FORFEITURES 

3320. Possession with intent to sell in fraud of law or to evade tax. 

3321. Removal or concealment with intent to defraud the revenue. 

3322. Forfeiture of packages containing forfeited goods. 

3323. Provisions relating to emptied stamped packages. 

3324. Penalty for sales to evade tax. 

3325. Penalties for false statements to purchasers regarding tax, 

3326. Penalty for fraudulently claiming drawback. 

PABT IV.— MISCELLANEOUS PROVISIONS 

3330. Witnessing of returns in lieu of oath. 

3331. Exemption from tax of domestic goods purchased for the United 

States. 

3332. Exemption from tax of exports to foreign countries. 

3333. Drawback in case of exports to foreign countries. 

3334. Extension of time for filing returns. 

3335. Cross reference. 

SUBCHAPTER B.— PROVISIONS OP SPECIAL APPLICATION TO THE 
VIRGIN ISLANDS AND PUERTO RICO 

3 340 — 3 343. Repealed, 

PART I.— VIRGIN ISLANDS 

3350. Shipments to the United States. 

3351. Shipments from the United States. 

PART II.— PUERTO RICO 

3360. Shipments to the United States. 

3361. Shipments from the United States. 


SUBCHAPTER A. — GENERAL PROVISIONS 
PART L—STAMPS, MARKS, AND BRANDS 
§ SSOO. Establishment and alteration 

(a) Authorization. The Commissioner, with the approval of the 
:Secretary, may establish and, from time to time, alter or change the 

864 



. GENERAL PROVISIONS 


§3302 


form, style, character, material, and derice of any stamp, mark, or 
label used under any provision of the laws relating to internal revenue. 

(b) Application of penalty and forfeiture provisions. All pains, pen- 
alties, fines, and forfeitures provided by law relating to internal revenue 
stamps shall apply to and have full force and effect in relation to any 
and all stamps so established by the Commissioner. 

(c) Cross references 

For other provisions giving the Commissioner general authority to establish, alter, 
and renew stamps, see section C901(a) (2). 

For special authority to provide suitable stamps in case of — 

Tobacco, snuff, cigars, and cigarettes, see section 2002. 

Documents, other instruments, and playing cards, see section 1809(b) (1). 

Oleomargarine, see sections 2301(c) (1) and 2315. 

Adulterated and process or renovated butter, see sections 2321(c) (1) and 

2327(d). 

Filled cheese, see sections 2351(c) and 2361. 

Mixed flour, see sections 2581(c) and 2588. 

Narcotics and marihuana, see sections 2550(c) (1), 2552, 2690(c), and 25d2(b). 

White phosphorus matches, sec sections 2661(c). 2652, and 2659(a). 

Cotton futures, see section 1920(c). 

Distilled spirits, see sections 2802 and 2805. 

Fermented liquors, see sections 3151 and 5162, 

Occupational taxes, see section 3273, 

Shotguns, rifles, and machine guns, see section 2720(c). 

63 Stat. 398. 

§ 3S01. Attachment and cancellation 

(a) General authority to prescribe methods and Instruments. The 
stamps referred to in the preceding section shall be attached, protected, 
removed, canceled, obliterated, and destroyed, in such manner and by 
such instruments or other means as the Commissioner, with the ap- 
proval of the Secretary, may prescribe; and he is authorized and em- 
powered to make, with the approval of the Secretary, all needful regu- 
lations relating thereto. 

(b) Cross references 

For authorUy of tho Commissioner to prescribe cancellation of stamps by perfora- 
tion, soe fi<‘ot.lon 3303. 

For special provisions relating to the attachment, protection, cancellation, and 
special issue of stamps in the ease of — 

Tobacco and snuff, see section 2L03. 

Cigars and cigarettes, see s(‘Ciion 2132. 

Documents, other instruments, and playing cards, see sections 1815 and 1816. 

Oleomargarine, see section 2313, 

Adulterated and process or renovated butter, see section 2327(d). 

Filled choose, see section 2301. 

Mixed flour, see section 238S(a). 

Narcotics and marihuana, see sections 2552, 256S, and 2502. 

White phosplujrus inatehes, see section 2059(a). 

Distilled spirits, see sections 2802 and 2803. 

Fermented liquors, see section 3152. 

Shotguns, rifles, and machine guns, see section 273X 

63 Stat. 398. 

§ SS02- Repealed. Feb. 21, 1950, c. SO, § 7, 04 Stat. 8* 


Historical Note 


Fflroctlvc Bat©. Bepeal of s©<'tion as 
effective on the first day of the first 
month which t)eglns six months or more 
after Feb. 21, 1950, see note set out under 
section 2800 of this title. 

Bepwls. Section 7 of Act Feb. 21, 3950, 
c, 56, 64 Stat 8, provided in part that: 

other laws or parts of laws in con- 
flict herewith are hereby repeal cidt 
vkted, howeucr, That nothing contained 
herein shall be construed as repealing 
any law applying to the collection of 
taxes imposed on distilled spirits im- 

T. 36h U.S.O.A.— 65 


ported into the tfnited States, except al- 
cohol that is imported and deposited in 
an alcohol bonded warehouse pursuant 
to section 3125, Internal Eevenue Code.”' 

Section Frior to Bopoal t 

§ 3302. !Expoiiso 

“The stamps or device or Instrument 
or means of removal or obliteration re- 
ferred to in sections 3300 and 3301 shall 
entail no additional expense upon the 
persons required to affix or use the same^ 
53 Stat. 898." 
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§ 8303. Cancellatioii of stamps by perforation 

In lieu of or in addition to other requirements of law in that respect, 
all stamps used for denoting internal revenue taxes may, in the dis- 
cretion of the Commissioner, be canceled by perforations to be made- 
in such manner and form as the Commissioner may, by regulation pre- 
scribe. 53 Stat. 399. 

§ 3304. Redemption of stamps 

(a) Authorization. The Commissioner, subject to regulations pre- 
scribed by the Secretary, may, upon receipt of satisfactory evidence of 
the facts, make allowance for or redeem such of the stamps, issued un- 
der authority of law, to denote the payment of any internal revenue 
tax, as may have been spoiled, destroyed, or rendered useless or unfit 
for the purpose intended, or for which the owner may have no use, or 
which through mistake may have been improperly or unnecessarily 
used, or where the rates or duties represented thereby have been ex- 
cessive in amount, paid in error, or in any manner wrongfully collected. 

(b) Method and conditions of allowance. Such allowance or redemp- 
tion may be made, either by giving other stamps in lieu of the stamps 
so allowed for or redeemed, or by refunding the amount or value to the 
owner thereof, deducting therefrom, in case of repayment, the per- 
centage, if any, allowed to the purchaser thereof; but no allowance or 
redemption shall be made in any case until the stamps so spoiled or 
rendered useless shall have been returned to the Commissioner, or until 
satisfactory proof has been made showing the reason why the same 
can not be returned; or, if so required by the said Commissioner, when 
the person presenting the same can not satisfactoril> trace the history 
of said stamps from their issuance to the presentation of his claim as. 
aforesaid. 

(c) Time for filing claims. No claim for the redemption of or allow- 
ance for stamps shall be allowed unless presented within four years, 
after the purchase of such stamps from the Government. 

(d) Finality of Commissioner's decisions. The finding of facts in 
and the decision of the Commissioner upon the merits of any claim 
presented under or authorized by this section shall, in the absence of 
fraud or mistake in mathematical calculation, be final and not subject 
to revision by any accounting oflSlcer. 

(e) Tobacco and cigars 

For special provisions relating to redemption of spoiled stamps, in the case of* 
tobacco, snuff, cigars, or cigarettes, see section 2198, 

63 Stat. 399. 

§ 3305. Transmission of stamps to internal revenue oMcers 

The transmission of internal revenue stamps to the ofiBcers of the 
internal revenue service shall be made through the mails of the United 
States in registered packages. 53 Stat. 399. 


PART n.— ASSESSMENT, COLLECTION, AND REFUND 

§ 3310. Returns and payment of tax 

(a) Monthly returns. All returns required to he made monthly by 
any person liable to tax shall be made on or before the 10th day of each 
month, and the tax assessed or due thereon shall be returned by the 
Commissioner to the collector on or before the last day of eadh month. 

(b) Other returns. All returns for which no provision is otherwise- 
made shall be made on or before the 10th day of the month succeeding 
the time when the tax is due and liable to be assessed, and the tax there- 
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on shall bo returned as herein provided for monthly returns, and shall 
be due and payable on or before the last day of the month in which the 
assessment is so made. 

(c) Addition to tax in case of nonpayment. When the said tax is 
not paid on or before the last day of the month, as aforesaid, the col- 
lector shall add a penalty of 5 per centum, together with interest at 
the rate of 6 per centum per annum, upon such tax from the time the 
same became due; but no interest for a fraction of a month shall be 
demanded: Provided, That notice of the time when such tax becomes 
due and payable is given in such manner as may be prescribed by the 
Commissioner. 

(d) Demand for tax, penalty, and interest. It shall then be the 
duty of the collector, in case of the nonpayment of said tax on or before 
the last day of the month, as aforesaid, to demand payment thereof, 
with 6 per centum added thereto, and interest at the rate of 6 per 
centum per annum, as aforesaid, in the manner prescribed by law; and 

(0) Distraint. If said tax, penalty, and interest, are not paid within 
ten days after such demand, it shall be lawful for the collector or his 
deputy to make distraint therefor, as provided by law, 

(f) Discretion allowed commissioner 

(1) Retmms and payment of tax. Notwithstanding any other provi- 
sion of law relating to the filing of returns or payment of any tax im- 
posed by chapter 9, 9A, 10, 12, 19, 21, 30, 32, subchapter A of chapter 
26, subchapter A of chapter 2 7 A, or subchapter A of chapter 29, the 
Commissioner may by regulations approved by the Secretary prescribe 
the period for which the return for such tax shall be filed, the time for 
the filing of such return, the time for the payment of such tax, and the 
number of copies of the return required to be filed. 

(2) Use of Govommont depositaries. The Secretary may authorize 
Federal Ileserve banks, and incorporated banks or trust companies which 
are depositaries or financial agents of the United States, to receive any 
tax imposed by this title, in such manner, at such times, and under such 
conditions as he may prescribe; and he shall prescribe the manner, 
times, and conditions under which the receipt of such tax by such banks 
and trust companies is to be treated as payment of such tax to the col- 
lector. 53 Stat 399, amended Aug. 27, 1949, c. 617, § 7(a), 63 Stat. 
668; Oct. 20, 1951, 2:07 p. m., E. S. T., c. 621, Title IV, § 471(b), 65 
Stat 681. 


Historical Note 


1051 (f) (t) 

amended by Act Oct 20, 1951, which In- 
serted “iubehapier A of chapter 27A^t 

1040 Anaendnaent. Subsec. (f) added by 
Act Aug. 27, 1949. 

MiBfectlv© Date of 1951 Amendment, 
Amendment of subsec. (f) (1) as effective 
Nov. 1, 1951, see note set out under sec- 
tion 3285 of this title. 

Treaty OMIgatloni. Bectlon 616 of Act 
Oct. 20, 1061, provided that: “No amend- 
ment made by this Act [Act Oct. 20, 


1951) shall apply In any case where Its 
application would be contrary to any 
treaty obligation of the United States.*' 

Text of Amendatoir Bevenue Act#. 
Complete original text of Kwenue Acts 
amonding this section, 1930 to date, see 
volumes “Title 26 — ^Internal Bevenue 
Acts". 

History* For legislative 
history and purpose of Act Oct 20, 1091, 
see 1961 U.B.Code Cong.Scrvice, p. 1781, 
See, also, Act Aug. 27, 1949. 1949 U.S« 
Cod© Cong.Bervlce* p. 1876. 


§ sail. Assessment of impaid taxes payable by stamp 
Whenever any arttcle upon which a tax is required to be paid by 
means of a stamp Is sold or removed for sale by the mjanufacturer 
thereof, without the use of the proper stamp, in addition to the penalties 
imposed by law for such sale or remoTal, it shall be the duty of the 
Gommissioner, within a period of not more than four years (except as 
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provided in section 3312) after such removal or sale, upon such in- 
formation as he can obtain, to estimate the amount of the tax which 
has been omitted to be paid, and to make an assessment therefor upon 
the manufacturer or producer of such article. He shall certify such 
assessment to the collector, who shall immediately demand payment 
of such tax, and upon the neglect or refusal of payment by such manu- 
facturer or producer, shall proceed to collect the same in the manner 
provided for the collection of other assessed taxes. 53 Stat. 400. 

§ 3312. Period of Hmitatlon upon assessment and collection 

Except in the case of income, war-profits, excess-profits, estate, and 
gift taxes, and except as otherwise provided in section 1635 with respect 
to employment taxes under subchapters A and D of chapter 9 — 

(a) General rule. All internal revenue taxes shall (except as pro- 
vided in subsections (b), (c), and (d)) be assessed within four years 
after such taxes became due, and no proceeding in court without assess- 
ment for the collection of such taxes shall be begun after the expiration 
of five years after such taxes became due. 

(b) False return or no return. In case of a false or fraudulent return 
with intent to evade tax, or of a failure to file a return within the time 
required by law, the tax may be assessed, or a proceeding in court for 
the collection of such tax may be begun without assessment, at any time. 

(c) Willful attempt to evade tax. In case of a willful attempt In any 
manner to defeat or evade tax, the tax may be assessed, or a proceeding 
in court for the collection of such tax may be begun without assessment, 
at any time. 

(d) Collection after assessment. Where the assessment of any tax 
imposed by this title has been made within the statutory period of lim- 
itation properly applicable thereto, such tax may be collected by distraint 
or by a proceeding in court, but only if begun — 

(1) Within six years after the assessment of the tax, or 

(2) Prior to the expiration of any period for collection agreed upon 
in writing by the Commissioner and the taxpayer. 53 Stat. 400, amend- 
ed Oct. 8, 1940, 11 p. m., E. S, T., c. 757, Title V, § 608(a), 54 Stat. 
1008; Aug. 28, 1960, c. 809, Title 11, § 207(b) (1), 64 Stat. 540. 


Historical Ho to 


1950 Amendment. Act Aug 28, 1950, 
amended section by inserting after “gift 
taxes” a comma and the words “and ex- 
cept as • * ♦ of chapter 9.” 

1940 Amendment. Opening phrase 
amended by Act Oct. 8, 1940, by Inserting 
“war-profits, excess-profits,” therein. 


Text of Amendatory Beveniie Acts. 
Complete original text of Itevenue Acts 
amending this section, 1939 to date, see 
volumes “Title 26 — Internal Revenue 
Acts”. 

X^egislative History: For legislative 
history and purpose of Act Aug. 28, 1950, 
see 1950 XJ.S.Code Cong.Servico, p, 3287. 


§ 3313. Period of limitation upon refunds and credits 
All claims for the refunding or crediting of any internal revenue tax 
alleged to have been erroneously or illegally assessed or collected, or of 
any penalty alleged to have been collected without authority, or of any 
sum alleged to have been excessive or in any manner wrongfully col- 
lected must, except as otherwise provided by law in the case of income, 
war-profits, excess-profits, estate, and gift taxes, and except as otherwise 
provided by law in the case of employment taxes under subchapters 
A and D of chapter 9, and be presented to the Commissioner within four 
years next after the payment of such tax, penalty, or sum. The amount 
of the refund (in the case of taxes other than income, war-profits, ex-' 
cess-profits, estate, and gift taxes, and other than such employment tax-' 

868 



PENALTIES AND FORFEITUEES §3321 

es) shall not exceed the portion of the tax, penalty, or sum paid during 
the four years immediately preceding the filing of the claim, or if no 
claim was filed, then during the four years immediately preceding the 
allowance of the refund. 63 Stat. 400, amended Aug. 28, 1960, c. 809, 
Title II, § 207(b) (2), 64 Stat. 540. 


Historical Note 


1950 Amendment. Act Aug. 28, 1950, 
amended section by inserting after “and 
gift taxes” the words “and except • * 
of chapter 9,” and by inserting after 
“and gift taxes” where it appears in the 
parenthetical phrase a comma and the 


words “and other than such employment 
tax”. 

Text of Amendatory K-evenno Acts. 
Complete original text of Bevenue Acta 
amending this section, 1939 to date, see 
volumes “Title 26 — Internal Bevenue 
Acts”. 


§ 3814. Cross reference 

Bor other provisions relating to assessment, collection, and refund, see subtitle D. 
63 Stat. 401. 


PART III.— PB3NALTIKS AND FORPBITBBBS 

§ 3320. Possession with intent to sell in fraud of law or to evade 
tax 

(a) Penalty. Every person who shall have in his custody or pos- 
session any goods, wares, merchandise, articles, or objects on which 
taxes are Imposed by law, for the purpose of selling the same in fraud 
of the internal revenue laws, or with design to avoid payment of the 
taxes imposed thereon, shall be liable to a penalty of $600 or not less 
than double the amount of taxes fraudulently attempted to he evaded. 

(h) Forfeiture 

Bor the forfeiture provision relating to such offenses, see section 3720(a). 

63 Stat. 401. 

§ 3321. Removal or concealment with intent to defraud the revenue 

(a) Penalty. Every person who removes, deposits, or conceals, or 
is concerned in removing, depositing, or concealing any goods or com- 
modities for or in respect whereof any tax is or shall be imposed, with 
Intent to defraud the United States of such tax or any part thereof, 
shall be liable to a fine of not more than $6,000 or be Imprisoned for 
not more than 3 years, or both. 

(h) Forfeiture 

(1) €k)ods. Whenever any goods or commodities for or in respect 
whereof any tax is or shall be imposed, or any materials, utensils, or 
vessels proper or Intended to be made use of for or in the making of 
such goods or commodities are removed, or are deposited or concealed 
in any place, with Intent to defraud the United States of such tax, or 
any part thereof, all such goods and commodities, and all such ma- 
terials, utensils, and vessels, respectively, shall be forfeited. 

(2) Packages. In every such case all the casks, vessels, cases, or 
other packages whatsoever, containing, or which shall have contained, 
such goods or commodities, respectively, shall be forfeited, 

(3) Conveyances. Every vessel, boat, cart, carriage, or other con- 
veyance whatsoever, and all horses or other animals, and all things 
used in the removal or for the deposit or concealment thereof, respec- 
tively, shall be forfeited. 

(c) Cross reference 

Bor provisions relating to distilled spirits and equipment subject to forfeiture 
distraint^ or Judicial process, see sections 2806 and 2807. 

63 Stat. 401. 
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§ S3SS2. Forfeiture of packages containing forfeited goods 

In every case where any goods or commodities are forfeited under 
any Internal revenue law, all casks, vessele, cases, or other packages 
whatsoever, containing, or which shall have contained such goods or 
commodities, respectively, shall be forfeited. 53 Stat, 401. 

§ 3323. Provisions relating to emptied stamped packages 

(a) Penalties 

(1) Disposal and receipt. Whenever any person sells, gives, pur- 
chases, or receives any box, barrel, bag, vessel, package, wrapper, cover, 
or envelope of any kind, stamped, branded, or marked in any way so 
as to show that the contents or intended contents thereof have been 
duly inspected, or that the tax thereon has been paid, or that any pro- 
vision of the internal revenue laws has been complied with, whether 
such stamping, branding, or marking may have been a duly authorized 
act or may be false and counterfeit, or otherwise without authority of 
law, sat'd box, barrel, bag, vessel, package, wrapper, cover, or envelope 
being empty, or containing anything else than the contents which were 
therein when said articles had been so lawfully stamped, branded, or 
marked by an officer of the revenue, he shall be liable to a penalty of 
not less than $50 nor more than $500. 

(2) Manufacturing, stamping, or branding. Every person who makes, 
manufactures, or produces any box, barrel, bag, vessel, package, wrap- 
per, cover, or envelope, stamped, branded, or marked, as above de- 
scribed, or stamps, brands, or marks the same, as hereinbefore recited, 
shall he liable to penalty as before provided in this section. 

(8) Fraud. Every person who violates the foregoing provisions of 
this section, with intent to defraud the revenue, or to defraud any 
person, shall be liable to a fine of not less than $1,000 nor more than 
$5,000, or to imprisonment for not less than six mouths nor more than 
five years, or to both, at the discretion of the court. 

(b) Forfeiture- All articles sold, given, purchased, received, made, 
manufactured, produced, branded, stamped, or marked in violation of 
the provisions of this section, and all their contents, shall be forfeited 
to the United States. 5 3 Stat. 401. 

§ 8824. Penalty for sales to evade tax 

(a) Nonenforceabxlity of contract. Whenever any person who is lia- 
ble to pay any tax upon any goods, wares, or merchandise, sells or caus- 
es or allows the same to be sold before the tax is paid to which said 
property is liable, with Intent to avoid such tax, or in fraud of the 
internal revenue laws, any debt contracted in such sale, and any se- 
curity given therefor, unless the same shall have been bona fide trans- 
ferred to an innocent holder, shall be void, and the collection thereof 
shall not be enforced in any court. 

(b) Forfeiture of sum paid on contract. If such goods, wares, or 
merchairdise have been paid for, in whole or In part, the sura so paid 
shall be deemed forfeited. 

(c) Moiety. Any person who shall sue for the same In an action 
of debt shall recover from the seller the amount so paid, one-half to 
his own use and the other half to the use of the United States. 63 
Stat. 402. 

§ 8825. Penalties for false statements to purchasers regarding tax 

Whoever in connection with the sale or lease, or offer for sale or 
lease, of any article, or for the purpose of making such sale or lease, 
makes any statement, written or oral, (1) intended or calculated tu 
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lead any person to believe that any part of the price at which such 
article is sold or leased, or offered for sale or lease, consists of a tax 
imposed under the authority of the United States, or (2) ascribing a 
particular part of such price to a tax imposed under the authority of 
the United States, knowing that such statement is false or that the 
tax is not so great as the portion of such price ascribed to such tax, 
shall be guilty of a misdemeanor and upon conviction thereof shall be 
punished by a fine of not more than $1,000 or by imprisonment not 
exceeding one year, or both. 63 Stat. 402. 

§ 3S26. Penalty for fraudulently claiming drawback 

Whenever any person fraudulently claims or seeks to obtain an allow- 
ance of drawback on goods, wares, or merchandise on which no internal 
tax shall have been paid, or fraudulently claims any greater allowance 
of drawback than the tax actually paid, he shall forfeit triple the amount 
wrongfully or fraudulently claimed or sought to be obtained, or the sum 
of $500, at the election of the Secretary. 63 Stat. 402. 

PART IV.— MISCELLANEOUS PROVISIONS 

§ 3S30. Witnessing of returns in lieu of oath 

The Commissioner, with the approval of the Secretary, may by regu- 
lation prescribe that any return required by any internal revenue law 
(except returns required under income or estate tax laws) to be under 
oath may, if the amount of the tax covered thereby is not in excess of 
$10, be signed or acknowledged before two witnesses instead of under 
oath. 63 Stat. 403. 

§ 8331. Exemption from tax of domestic goods purchased for the 
United States 

The privilege existing by provision of law on December 1, 1873 or 
thereafter of purchasing supplies of goods imported from foreign coun- 
tries for the use of the United States, duty free, shall be extended, under 
such regulations as the Secretary may prescribe, to all articles of do- 
mestic production which are subject to tax by the provisions of this sub- 
title. 53 Stat. 403. 

§ 3332. Exemption from tax of exports to foreign countries 

For exemption from tax in case of — 

Tobacco, snuff, cigars, and cigarettes, see section 2133. 

Playing cards, see section 1830. 

Oleomargarine, see section 2307. 

Adulterated butter, see section 2327. 

Mixed flour, see section 2*385. 

Elrearms, see sections 270d and 2727. 

Plstllled spirits, see sections 2885, 2905, and 8179, 

Wines, see section 3037(a). 

Fermented liquors, see section 8153(c), 

63 Stat. 408. 

§ 3333. Drawback in case of exports to foreign countries 

For drawback on exports to foreign countries in case of— 

Tobacco, snuff, cigars, and cigarettes, see section 2130. 

Distilled spirits, see sections 2887 and 8179. 

Btille, see section 3250(j) (3). 

For allowance of drawbacks on shipments to Puerto Eleo or the Pbillppine Islands, 
see sections 3301(c) and 8841(c). 

63 Stat 403. 

§ 3334. Ext^slon of ttone for filing returns 

For authority of collectors tc grant extensions of time for the filing of returns 
(except in the case of income tax), see section 8084, 

68 Stat 403, 
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§ S335. Cross reference 
For other administrative provisions, see subtitle D. 

53 Stat. 403. 


SUBCHAPTEK B. — PROVISIONS OF SPECIAL APPLICATION TO 
THE VIRGIN ISLANDS AND PUERTO RICO 

Act Apr. 30, 1946, c. 244, Tit V, § 507 tion, struck out ^‘Part I — Philippines" 
(c) (1), 60 Stat. 158, ef£. May 1, 1946, and renumbered "Parts II and HI" to 
amended heading by striking out "Phil- be "Parts I and H". 

Ippines", and sub sec. (c) (2) of said sec- 

§§ 3340-3343. Repealed. Apr. 30, 1946, c. 244, Title V, §§ 506(b), 
507(b), 60 Stat. 157, efl. July 4, 1046. 

Historical Note 


Sections Prior To Repeal! 

“§ 8340. Shipments to the tfnltedi 

States 

"(a) Tax imposed in United Stat^ 

*'(1) Amount. There shall be levied, 
collected, and paid, in the United States, 
upon articles, goods, wares, or merchan- 
dise coming into the United States from 
the Philippine Islands a tax equal to 
the internal -revenue tax Imposed In the 
United States upon the like articles, 
goods, wares, or merchandise of domes- 
tic manufacture. 

"(2) Payment. Such tax shall be paid 
by internal revenue stamp or stamps, 
to be provided by the Commissioner, and 
to be aifixed in such manner and under 
such regulations as he, with the ap- 
proval of the Secretary, shall prescribe. 

"(b) Exemption from tax imposed in 
the Philippine Islands. Such articles, 
goods, wares, or merchandise shipped 
from said islands to the United States 
shall be exempt from the payment of any 
tax imposed by the internal revenue laws 
of the Philippine Islands. 63 Stat. 403. 

3841. Shipments from the United 
States 

"(a) Tax Imposed in Philippine Is- 
lands 

"( 1 ) Amount. There shall be levied, 
collected, and paid in the Philippine Is- 
lands, upon articles, goods, wares, or 
merchandise going into the Philippine 
Islands from the United States, a tax 
equal to the internal revenue tax im- 
posed in the Philippine Islands upon 
the like articles, goods, wares, or mer- 
chandise of Philippine Islands manufac- 
ture. 

"(2) Payment. Such tax shall be paid 
by internal revenue stamps or otherwise, 
as provided hy the laws of the Philip- 
pine Islands. 

"(b) Exemption from tax Imposed In 
United States. Such articles, goods, 
wares, or merchandise going Into the 
Philippine Islands from the United 
States shall he exempt from the pay- 
ment of any tax Imposed by the internal 
revenue laws of the United States. 


'*<c) Drawback of tax paid in the 
United States. All provisions of law 
for the allowance of drawback of internal 
revenue tax on articles exported from 
the United States are, so far as applica- 
ble, extended to like articles upon which 
an internal revenue tax has been paid 
when shipped from the United States 
to the Philippine Islands. 63 Stat. 404, 
amended July 22, 1941, c. 314, § 1, 66 Stat. 
602. 

"§ 3342. Imports from countries otheir 
than the United States 

"In addition to the customs taxes im- 
posed in the Philippine Islands, there 
shall be levied, collected, and paid there- 
in upon articles, goods, wares, or mer- 
chandise imported into the Philippino 
Islands from countries other than the 
United States the internal revenue tax 
Imposed by the Philippine Government 
on like articles manufactured and con- 
sumed in the Philippine Islands or 
shipped thereto for consumption therein 
from the United States. 63 Stat. 404. 

"8 3343. Deposit of internal revenue 
collections 

"(a) Payment into the Philippine 
treasury. All internal revenues collected 
In OP for account of the Philippine Is- 
lands shall accrue Intact to the general 
government thereof and be paid into the 
insular treasury. 

"(b) Philippino trust fund. The du- 
ties and taxes collected in the Philip- 
pine Archipelago in pursuance of the act 
of March 8, 1902, c. 140, 32 Stat. 64, and 
all duties and taxes collected in the 
United States upon articles coining from 
the Philippine Archipelago and upon 
foreign vessels coming therefrom, shall 
not be covered Into the general fund of 
the Treasury of the United States, but 
shall be held as a separate fund and 
paid into the treasury of the Philippine 
Islands, to be used and expended for 
the government and benefit of said is- 
lands. 

"(c) Cross reference 

“For special provisions relating to 
taxes collected in the case of coconut oil, 
see section 2476. 

"53 Stat. 404." 
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PAKT I.^VIRGIN ISLANDS 

Act Apr. 30, 1946, c. 244, Title V, § renumbered former “Part II”* to be •‘Part; 

607(c) (3), 60 Stat 168, eff. May 1, 1946, I”. 

§ SS50. Shipments to the United States 

(a) Taxes imposed in the United States. Except as provided in sec- 
tion. 312 3, there shall be levied, collected, and paid in the United States, 
upon articles coming into the United States from the Virgin Islands, a 
tax equal to the internal revenue tax imposed in the United States upon 
like articles of domestic manufacture. 

(b) Exemption from tax imposed in the Virgin Islands. Such articles 
shipped from such islands to the United States shall be exempt from the 
payment of any tax imposed by the internal revenue laws of such islands. 

(c) Disposition of internal revenue collections. Beginning with the 
fiscal year ending June 30, 1954, and annually thereafter, the Secretary 
of the Treasury shall determine the amount of all taxes imposed by, and 
collected during the fiscal year under, the internal revenue laws of the 
United States on articles produced in the Virgin Islands and transported 
to the United States. The amount so determined less 1 per centum and 
less the estimated amount of refunds or credits shall be subject to dis- 
position as follows: 

(i) There shall be transferred and paid over to the government of the 
Virgin Islands from the amounts so determined a sum equal to the total 
amount of the revenue collected by the government of the Virgin Islands 
during the fiscal year, as certified by the Government Comptroller of the 
Virgin Islands, The moneys so transferred and paid over shall constitute 
a separate fund in the treasury of the Virgin Islands and may be expended 
as the legislature may determine: Providedf That the approval of the 
President or his designated representative shall be obtained before such 
moneys may be obligated or expended. 

(ii) There shall also be transferred and paid over to the government 
of the Virgin Islands during each of the fiscal years ending June 30, 1956, 
and June 30, 1956, the sum of $1,000,000, or the balance of the internal 
revenue collections available under this subsection (c) after payments 
are made under the preceding paragraph (i), whichever amount is great- 
er. The moneys so transferred and paid over shall he deposited in the 
separate fund established by the preceding paragraph (i), but shall be 
obligated or expended for emergency purposes and essential public proj- 
ects only, with the prior approval of the President or his designated 
representative. 

(iii) Any amounts remaining shall be deposited In the Treasury of the 
United States as miscellaneous receipts. 

If at the end of any fiscal year the total of the Federal contribution 
mad© under (i) above at the beginning of that fiscal year has not been 
obligated or expended for an approved purpose, the balance shall continue 
available for expenditure during any succeeding fiscal year, but only for 
approved emergency relief purposes and essential public projects as pro- 
vided fn (ii) above. The aggregate amount of moneys available for 
expenditure for emergency relief purposes and essential public projects 
only, including payments under (11) above, shall not exceed the sum of 
$5,000,000 at the end of any fiscal year. Any unobligated or unexpended 
balance of the Federal contribution remaining at the end of a fiscal year 
which would cause the moneys available for emergency relief purposes 
and essential public projects only to exceed the sum of $6,000,000 shall 
thereupon be transferred and paid over to the Treasury of the United 
States as miscellaneous receipts, 53 Stat. 404, amended July 22, 1964, 
c. 663, § 23(b), 68 Stat. 608. 
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Hist4)rical Note 


1954 Amendment. Snbsec. (e) added by 
Act July 22, 1954. 

SIlTective Bate of 1954 Amendment. 
Effective date of Act July 22, 1954, 
amending this section, see note under 
section 1541 of Title 4^, Territories and 
Insular Possessions. 

Virgin Islands} Power of liogislaturo 
to Enact Baws. Nothing contained in 
subsec. (c) of this section to bo con- 
strued as limiting power of Virgin Is- 
lands legislature to enact laws for the 


protection of life, public health or public 
safety, see section 1561 of Title 48, Tot- 
ritories and Insular Possessions. 

Text of Amendatory Revenue Acts. 
Complete original text of Revenue Acts 
amending this section, 1939 to date, see 
volumes “Title 26— Internal Revenue 
Acts’*. 

legislative History i Eor legislative 
history and purpose of Act July 22, 
1954, see 1954 U.S.Code Cong, and Adm. 
News, p. 2585. 


§ 3351. Shipments from the TTnitedl States 

(a) Tax imposed in Virgin Islands. There shall he levied, collected, 
and paid in the Virgin Islands upon articles imported from the United 
States, a tax egual to the internal revenue tax imposed in such islands 
upon like articles there manufactured, 

(b) Exemption from tax imposed in the United States. Such articles 
going into such Islands from the United States shall be exempt from 
payment of any tax imposed by the internal revenue laws of the United 
States. 

(c) Draw-hack of tax paid in the United States. All provisions of 
law for the allowance of draw-back of internal revenue tax on articles 
exported from the United States are, so far as applicable, extended to 
like articles upon which an internal revenue tax has been paid when 
shipped from the United States to the Virgin Islands, 63 Stat. 405, 
amended July 22, 1941, c. 314, § 2, 56 Stat. 602. 


Historical Note 


1941 Amendment. Subsec. (c) added by 
Act July 22, 1941. 

Text of Amendatory Revenue Acts. 
Complete original text of Revenue Acts 


amending this section, 1939 to date, see 
volumes “Title 26 — Internal Revenue 
Acts*’. 


PART II.— PUERTO RICO 

Act Apr. 30, 1946, c. 244, Title V, § 607 
(c) (3), 60 Stat. 158, eff. May 1, 1946, 
renumbered “Part III’’ to be “Part II*’. 

§ 3360. Shipments to the United States 

(a) Bate of tax. Except as provided in section 3123, articles of mer- 
chandise of Puerto Rican manufacture coming into the United States and 
withdrawn for consumption or sale shall be subject to a tax equal to the 
internal revenue tax imposed in the United States upon the like articles 
of merchandise of domestic manufacture. 

(b) Payment of tax 

(1) Upon entry into United States. Such tax shall be paid by internal 
revenue stamp or stamps to be purchased and provided by the Commis- 
sioner and to be procured from the collector of internal revenue at or 
most convenient to the port of entry of said merchandise in the United 
States, and to be aflaxed under such regulations as the Commissioner, with 
the approval of the Secretary, shall prescribe. 

(2) Before shipment from Puerto Klco. All United States internal 
revenue taxes imposed by law on articles of Puerto Rican manufacture 
coming into the United States for consumption or sale may be paid by 
aflaxing to such articles before shipment thereof a proper United States 
internal revenue stamp denoting such payment. 
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(A) Appointment of deputy collector at San Juan. For the purpose 
of carrying into effect the provisions of paragraph (2) of this subsection, 
the Secretary is authorized to grant to such collector of internal revenue 
as may be recommended by the Commissioner, and approved by the Secre- 
tary, an allowance for the salary and expenses of a deputy collector to be 
stationed at San Juan, Puerto Rico, the appointment of this deputy to be 
approved by the Secretary. 

(B) Bond of dei)uty collector at San Juan. Before entering upon the 
duties of his office such deputy collector shall execute a bond, payable 
to the collector appointing him, in such amount and with such sureties as 
he may determine. 

(C) Duties of deputy collector at San Juan. The collector will place 
in the hands of such deputy all stamps necessary for the payment of the 
proper tax on articles produced in Puerto Rico and shipped to the United 
States, and the said deputy, upon proper payment made for said stamps, 
shall issue them to manufacturers in Puerto Rico. All such stamps so 
issued or transferred to said deputy shall be charged to the collector and 
be accounted for by him as in the case of other tax-paid stamps. The 
deputy collector assigned to this duty shall perform such other work 
in connection with the inspection and stamping of such articles, and shall 
make such returns as the Commissioner may, by regulations approved by 
the Secretary, direct. 

(D) General laws applicable. All provisions of law relative to the 
appointment, duties, and compensation of deputy collectors, including of- 
fice rent and other necessary expenses, shall, so far as applicable, apply 
to the deputy assigned to duty under the provisions of paragraph (2) of 
this subsection, 

(c) Deposit of Internal revenue collections. All taxes collected under 
the internal revenue laws of the United States on articles produced in 
Puerto Rico and transported to the United States, or consumed in the 
island, shall be covered into the treasury of Puerto Rico. 63 Stat. 406. 


g 3361. Shipments from the United States 

(a) Tax imposed in Puerto Blco. All articles of merchandise of Unit- 
ed Slates manufacture coming into Puerto Rico shall be entered at the 
port of entry upon payment of a tax equal in rale and amount to the 
internal revenue tax imposed In Puerto Rico upon the like articles of 
Puerto Rican manufacture. 

(b) Exemption fi^om tax Imposed ixi tlio United States. Articles, 
goods, wares, or merchandise going into Puerto Rico, Guam, and Ameri- 
can Samoa from tlxe United States shall be exempted from the payment 
of any tax imposed by the internal revenue laws of the United States, 

(c) Draw-back of tax paid In the United States. All provisions of 
law for the allowance of draw-back of internal revenue tax on articles 
exported from the United States are, so far as applicable, extended to 
like articles upon which an internal revenue tax has been paid when 
shipped from the United States to Puerto Rico, Guam, or American Sa- 
moa. 63 Stat 406 , amended June 29, 1989, 10 p. m., E. S. T., c. 247 , 
Title IV, § 408, 63 Stat 886; July 22, 1941, c. 314, § 3, 66 Stat 602, 


Historical Note 


1041 ArncadMcat, Siibscc. (c) amended 
by Act July 1941, which omitted 
words *qn effect March 4, 1015,’' following 
words *’AU provisions of law’’ and added 
at cad words or American Sa- 

moa.’* 


1030 Amendmeiit. BnbSec. (b) amtoded 
by Act J un© 20, 1030, which inserted 
words ''Guam, and American Samoa”. 

of Anaen'datory . Beventie Acts. 
Complete original t^t of Bwenne Acts 
amending this section, 1030 to date, SeO 
volume ** 1*1110 26— internal Eetennn 

Acts”. 
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SUBTITLE C.— MANUFACTURERS^ EXCISE AND 
IMPORT TAXES AND TEMPORARY TAXES 


Chap. Sec. 

29. Manufacturers’ Excise and Import Taxes 3400 

30. Transportation and Communication 3460 

31- Documents and other Instruments 3480 

32. Sugar - 3490 

33. Bituminous Coal 3520 

33A. Use of Motor Vehicles and Boats 3540 

1941 Amendment. Subtitle heading 
amended by Act Sept. 20, 1941, 12:15 p. 
m., B. S. T.. C. 412, Title V, § 603, 65 
Stat. 706. 


CHAPTER 29 --^MANUFACTURERS^ EXCISE AND 
IMPORT TAXES 

SUBCHAPTEH A.— MANUFACTURERS’ EXCISE TAXES 

Sec. 

3400. Tax on tires and inner tubes. 

3401. Tax on toilet preparations^ etc. 

3403.1 Tax on automobiles, etc. 

3404. Tax on radio receiving sets, television receiving sets, phonograplis, 

phonograph records, and musical instruments. 

3405. Tax on mechanical refrigerators, a^ick-freeze units, and self-con- 

tained air-conditioning units. 

3406. Excise taxes imposed by the Revenue Act of 1941. 

3407. Tax on firearms, shells, and cartridges. 

3408. Tax on mechanical pencils, fountain and ball point pens, and 

mechanical lighters for cigarettes, cigars, and pipes. 

3409. Tax on matches. 

3411. ^ Repealed. 

3412. Tax on gasoline. 

3413. Tax on lubricating oils. 

3414. Publicity of returns. 

3415. Effective date of subchapter. 

3416. Floor stocks refund on refrigerators, quick-freeze units, and 

electric, gas, and oil household appliances. 

SUBCHAPTER B. — IMPORT TAXES 
PART I.'-SPECIAIi PROVISIONS 
3420. Imposition of tax. 

3422.3 Petroleum and derivatives. 

3423. Coal. 

3424. Lumber. 

3426. Copper. 

PART n.— SPECIAL ADMINISTRATXVB FROVZSIONS 

3430. Applicability of tariff provisions. 

3431. Rules and regulations. 

3432. Cross reference. 
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SUBCHAPTER C. — GENERAL ADMINISTRATIVE PROVISIONS 


Sec. 

3440. Definition of sale. 

3441. Sale price. 

3442. Tax-free sales. 

3443. Credits and refunds. 

3444. Use by manufacturer, producer, or importer. 

3445. Sales by others than manufacturer, producer, or importer. 

3446. Exemption of articles manufactured or produced by Indians. 

3447. Contracts prior to May 1, 1932. 

3448. Return and payment of manufacturers' taxes. 

3449. Applicability of administrative provisions. 

3460. Rules and regulations. 

3451. Exemption from tax of certain supplies for vessels, 

3452. Repealed. 

3453. Existing contracts. 

1 There is no section 3402. 

2 There is no section 3410. 

« There is no section 3421. 


SUBCHAPTER A.— MANUFACTURERS' EXCISE TAXES 

§ 3400. Tax on tires and inner tubes 

(a) Tax. There shall be imposed upon the following articles sold 
by the manufacturer, producer, or importer, a tax at the following rates: 

(1) Tires wholly or in part of rubber, 6 cents a pound on total weight 
{exclusive of metal rims or rim bases), to be determined under regula- 
tions prescribed by the Commissioner with the approval of the Secretary. 
The tax imposed by this paragraph shall not apply to (A) tires which 
are not more than 20 inches in diameter and not more than one and 
three-fourths inches in cross-section, if such tires are of all-rubber con- 
struction (whothor hollow center or solid) without fabric or metal rein- 
forcement, or (B) tires of extruded tiring with internal wire fastening 
agent. 

(2) Inner tubes (for tires) wholly or in part of rubber, 9 cents a pound 
on total weight, to be determined under regulations prescribed by the 
Commissioner with the approval of the Secretary. 

(b) Floor stocks tax. Upon tires and inner tubes subject to tax under 
subsection (a) of the type used on vehicles subject to tax under section 
3403(a) or (b) which on October 1, 1941, are held for sale by any per- 
son there shall be levied, assessed, collected, and paid a floor stocks tax 
at the rate of cents per pound In the case of tires and 4% cents per 
pound in the case of inner tubes. The tax shall apply to tires and Inner 
tubes held for sale on, or in connection with, or held for use in the man- 
ufacture or production of, articles the sale of which will be subject to 
tax under section 3403(a) or (b). The tax shall not apply to tires and 
inner tubes held for sale by the manufacturer, producer, or importer there- 
of, and to tires and Inner tubes the sale of which will he subject under 
the provisions of sections 3444(a) (2) and 3445 to the manufacturers* 
tax on tires and inner tubes. 

(c) Bednition. For the purposes of this chapter, the term ‘'rubber'^ 
includes synthetic and substitute rubber. 53 Stat. 409, amended Sept. 
20» 194X, 12:15 p. m., E. S. T., c. 412, Title V, § 536, 56 Stat. 709; Feb. 
26, 1944, 12:49 p. m., E. W* T., c. 63, Title III, § 306, 68 Stat. 64; Oct. 
20, 1951, 2:07 p. m., B. S. T., c. 521, Title IV, f 481(h), 65 Stat. 533, 
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Historical Hot® 


1051 A]xi6ii.dmeiit. Sub sec. (a) (1) 

amended by Act Oct. 20, 1951, wbicb add- 
ed second sentence. 

1944 Amendment. Subsee. (e) added 
by Act Feb. 25, 1944 

1941 Amendment. Subsec. (a), former- 
ly entire section, was designated “(a) 
Tax'* and pars. (1) and (2) tliereof were 
amended by Act Sept. 20, 1941, § 535(c), 
(a), (b), ^espectlvel 3 ^ Amendments to 
pars. (1) and (2) substituted “5 cents’* 
for “2% cents” and “9 cents” for ”4 
cents”, respectively. 

Subsec. (b) added by Act Sept. 20, 
1941, § 535(c). 

Effective Date of 1951 Amendment. 
Section 490 of Act Oct. 20, 1951 provided 
that the amendments made by that Act 
to this section and sections 3403, 3405, 
3406 and 3412 of this title, and the 
amendment of chapter 29 of this title by 
such Act, which, added section 3408 to 
such chapter, should take effect on the 
first day of the first month which be- 
gins more than 10 days after the date 
of the enactment of this Act (Oct. 20, 
1951). 


Effective Date of 1944 Amendment. Act 
Feb. 25, 1944, was made effective on the 
first day of the first month which begins 
more than 10 days after the date of the 
enactment of this Act by section 301 
thereof. 

Effective Date of 1941 Amendment, Act 
Sept 20, 1941, was made effective on, and 
applicable only with respect to the period 
beginning with Oct. 1, 1941, by section 
636 thereof. 

Treaty Obligations. Section 615 of Act 
Oct. 20, 1951, provided that: “No amend- 
ment made by this Act [Act Oct. 20, 1951} 
shall apply in any case where its ap- 
plication would be contrary to any treaty 
obligation of the United States.” 

Text of Amendatory Kevenne Acts. 
Complete original text of Revenue Acta 
amending this section, 1939 to date, see 
volumes “Title 26 — Internal Revenue 
Acts”. 

Eegislative History: For legislative 
history and purpose of Act Oct. 20, lObl, 
see 1951 U.S.Code Cong.Service, p. 1781. 


§ 3401. Tax on toilet preparations, etc. 


Historical Note 


Termination of Tax. This section has 
been omitted from the Code. Act Sept. 
20, 1941, 12:15 p. m., E. S. T., c. 412, 
Title V, § 652(b), 55 Stat. 720, which was 
made effective on Oct. 1, 1941, by sec- 
tion 558 thereof, provided as follows: 
“The tax Imposed by section 3401 of the 
Internal Revenue Code shall not apply to 
articles sold on or after October 1, 1941.” 

Section Trior To Termination; 

3401. Tax on toilet preparations, 

etcx 

“There shall be imposed upon the fol- 
lowing articles, sold by the manufactur- 
er, producer, or importer, a tax equiva- 
lent to 10 per centum of the price for 
which so sold: Perfumes, essences, ex- 
tracts, toilet waters, cosmetics, petrole- 
um jellies, hair oils, pomades, hair dress- 
ings, hair restoratives, hair dyes, aro- 
matic cachous, toilet powders, and any 
similar substance, article, or prepara- 
tion, by whatsoever name known or dis- 
tinguished; any of the above which 
are used or applied or intended to be used 
or applied for toilet purposes 

“In the case of a sale by a manufactur- 
er to a selling corporation of an article 
to which the tax under this section ap- 
plies, the transaction shall be priraa facie 
presumed to be otherwise than at arm’s 
length if either the manufacturer or the 
selling corporation owns more than 76 
per centum of the outstanding stock of 
the other, or if mere than 76 per centum 
of the outstanding stock of both corpo- 
rations Is owned by the same persons in 


substantially the same proportions. Sales 
by a manufacturer to a selling corpora- 
tion shall in all other cases be prime 
facie presumed to be at arm’s length. 

“Notwithstanding section 344] (a), in 
determining, for the purpose of this sec- 
tion, the price for which an article is 
sold, whether at arm’s length or not, 
there shall be included any charge for 
coverings and containers of whatever na- 
ture, only if furnished by the actual 
manufacturer of the article, and any 
charge incident to placing the article In 
condition packed ready for shipment, only 
if performed by the actual manufac- 
turer of the article, but there shall be 
excluded the amount of the tax impos- 
ed by this section, whether or not stat- 
ed as a separate charge. Whether sold 
at arm’s length or not, a transportation, 
delivery, insurance, or other charge, and 
the wholesaler's salesmen's commissions 
and costs and expenses of advertising 
and selling (not required by the fore- 
going sentence to be Included), shall be 
excluded from the price only if the 
amount thereof is established to the 
satisfaction of the Commissioner, in ac- 
cordance with the regulations, 63 Stat 
410, amended June 29, 1939, 10 p. m., 
E. S. T., c. 247, Title I. § 3. 68 Stat 863.” 

Text of Amendatory Bevenuo Acts. 
Complete original text of Revenue Acts 
amending this section, 1939 to date, see 
volumes “Title 26 — ^Internal Revenue 
Acts”. 
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§ $403.^ Tax on automobiles, etc. 

There shall be imposed upon the following articles sold by the manu- 
facturer, producer, or importer, a tax equivalent to the following per- 
centages of the price for which so sold: 

(a) [Automobile and truck chassis, etc.] 2 Automobile truck chassis, 
automobile truck bodies, automobile bus chassis, automobile bus bodies, 
truck and bus trailer and semitrailer chassis, truck and bus trailer and 
semitrailer bodies, tractors of the kind chiefly used for highway trans- 
portation in combination with a trailer or semitrailer (including in each 
of the above cases parts or accessories therefor sold on or in connection 
therewith or with the sale thereof), 8 per centum, except that on and 
after April 1, 1955, the rate shall be 6 per centum. A sale of an auto- 
mobile truck, bus, or truck or bus trailer or semitrailer, shall, for the 
purposes of this subsection, be considered to be a sale of the chassis and 
of the body. 

(b) Other chassis and bodies, etc. Other automobile chassis and bod- 
ies, chassis and bodies for trailers and semitrailers (other than house 
trailers) suitable for use in connection with passenger automobiles, and 
motorcycles (including in each case parts or accessories therefor sold on 
or in connection therewith or with the sale thereof), except tractors, 10 
per centum, except that on and after April 1 , 1965, the rate shall be 7 
per centum, A sale of an automobile, trailer, or semitrailer shall, for the 
purposes of this subsection, be considered to be a sale of the chassis and 
of the body. 

(c) [Farts and accessories] 2 Parts or accessories (other than tires 
and inner tubes and other than radio or television receiving sets) for 
any of the articles enumerated in subsection (a) or (b), 8 per centum, 
except that on and after April 1, 1956, the rate shall be 5 per centum. 
For the purposes of this subsection and subsections (a) and (b), spark 
plugs, storage batteries, leaf springs, coils, timers, and tire chains, which 
are suitable for use on or in connection with, or as component parts of, 
any of the articles enumerated in subsection (a) or (b), shall be con- 
sidered parts or accessories for such articles, whether or not primarily 
adapted for such use. This subsection shall not apply to chassis or bod- 
ies for automobile trucks or other automobiles. Under regulations pre- 
scribed by the Commissioner, with the approval of the Secretary, the tax 
under this subsection shall not apply in the case of sales of parts or 
accessories by the manufacturer, producer, or importer to a manufacturer 
or producer of any of the articles enumerated in subsection (a) or (b). 
If any such parts or accessories are resold by such vendee otherwise than 
on or in connection with, or with the sale of, an article enumerated in 
subsection (a) or (b) and manufactured or produced by such vendee, 
then for the purposes of this section the vendee shall be considered the 
manufacturer or producer of the parts or accessories so resold. In deter- 
mining the sale price of a rebuilt automobile part or accessory there shall 
be excluded from the price, in accordance with regulations prescribed by 
the Secretary, the value of a like part or accessory accepted in exchange. 

(d) Under regulations prescribed by the Commissioner, with the approv- 
al of the Secretary, the tax under subsection (a) or (b) shall not apply 
in the case of sales of bodies by the manufacturer, producer, or importer 
to a manufacturer or producer of automobile trucks or other automobiles 
to be sold by such vendee. For the purposes of subsection (a) or (b) 
such vendee shall be considered the manufacturer or producer of such 
bodies. 

(e) [Tires, radios, tod television setSb] * If tires, inner tubes, or 
automobile radio or television receiving sets on which tax has been im- 
posed under this chapter are sold on or in connection with, or with the 
sale of, a chassis, body, or motorcycle, there shall (under regulations pre- 
scribed by the Secretary) be credited against the tax under this section 
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an amount eciual to, in the case of an article taxable under subsection 
(a) or subsection (b), the applicable percentag-e rate of tax provided 
in such subsections — 

(1) of the purchase price (less, in the case of tires, the part of such 
price attributable to the metal rim or rim base) if such tires or inner 
tubes were taxable under section 3400 (relating to tax on tires and inner 
tubes) or, in the case of automobile radio or television receiving sets, 
if such sets were taxable under section 3404; or 

(2) if such tires, inner tubes, or automobile radio or television receiv- 
ing sets were taxable under section 3444 (relating to use by manufactur- 
er, producer, or importer), then of the price (less, in the case of tires, 
the part of such price attributable to the metal rim or rim base) at which 
such or similar tires, inner tubes, or sets are sold, in the ordinary course 
of trade, by manufacturers, producers, or importers thereof, as deter- 
mined by the Secretary. 

(f ) Floor stocks refunds. 

(1) Where before April 1, 1955, any article subject to the tax imposed 
by subsection (a) or (b) has been sold by the manufacturer, producer, 
or importer, and is on such date held by a dealer and has not been used 
and IS intended for sale, there shall be credited or refunded (without 
interest) to the manufacturer, producer, or importer an amount equal 
to the difference between the tax paid by such manufacturer, producer,, 
or importer on his sale of the article and the amount of tax made applica- 
ble to such article on and after April 1, 1955. 

(2) As used in this subsection, the term “dealer"' includes a whole- 
saler, jobber, distributor, or retailer. For the purposes of this subsection, 
an article shall be considered as “held by a dealer" if title thereto has 
passed to such dealer (whether or not delivery to him has been made), 
and if for purposes of consumption title to such article or possession there- 
of has not at any time been transferred to any person other than a dealer. 

(3) Under regulations prescribed by the Secretary, the refund pro- 
vided by this subsection may be made to the dealer instead of the manu- 
facturer, producer, or importer, if the manufacturer, producer, or importer 
waives any claim for the amount so to be refunded. 

(4) When the credit or refund provided for in this subsection has 
been allowed to the manufacturer, producer, or importer, he shall remit 
to the dealer to whom was sold the article in respect of which the credit 
or refund was allowed so much of that amount of the tax corresponding 
to the credit or refund as was included in or added to the price paid or 
agreed to be paid by the dealer. 

(5) No person shall be entitled to credit or refund under this subsec- 
tion unless (A) he has in his possession such evidence of the inventories 
with respect to which the credit or refund is claimed as may be required 
by regulations prescribed under this subsection, and (B) claim for such 
credit or refund is filed with the Secretary before July 1, 1965. 

(6) All provisions of law, including penalties, applicable in respect of 

the tax imposed under subsections (a) and (b) shall, insofar as applica- 
ble and not inconsistent with this subsection, be applicable in respect of 

the credits and refunds provided for in this subsection. 63 Stat. 410, 

amended June 29, 1939, 10 p. m., E. S. T., c. 247, Title I, § 1, 63 Stat. 

862; June 25, 1940, 11:46 a. m., E. S. T., c. 419, Title II, §§ 209, 216, 

54 Stat. 622, 526; Sept. 20, 1941, 12:15, p. m., E. S. T„ c. 412, Title 
V, §§ 644, 653(d), 66 Stat. 711, 721; Sept. 23, 1950, 3:16 p. m., B. D. T., 
c. 994, Title VI, § 606(b), (c) (1), 64 Stat. 964, 966; Oct. 20, 1951, 
2:07 p. m., E. S. T., c. 621, Title IV, § 481(a-e), 65 Stat. 632; Mar. 31, 
1964, c. 126, Title VI, § 601(a) (8), (c). 68 Stat. 45, 46. 

1 So in original. . There Is no section 3402. 

2 Catchline supplied by Editor. 
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3403 


Historical Note 


lt)54 Amendment. Sub secs, (a), (b), 

arid (c) amended by Act Mar. 31, 1954, 
§ 001(a) (8), v.dncli in cacb such siibsec. 
substituted “April 1, 1955*’ for “April 1, 
1954”. 

Subscc. (f) added by Act Mar 31, 1954, 
§ GOl(c). 

1951 Amend mm t. Subsec, (a) amended 
by Act Oct. 20, 1051, § 481 (a), which sub- 
stituted “8 per centum, except tlmt on 
and after April 1, 1954, the rate shall 
be 5 per centum” in lieu of “5 per cen- 
tum”. 

Subsec. (b) amended by Act Oct. 20, 
1951, § 4Sl(b), which increased the rate 
of tax on other cliassis, bodies, etc. (ex- 
cept on house trailers), from 7 per cen- 
tum to 10 per centum, until April 1, 
1954. 

Siibsec (c) amended by Act Oct. 20, 
1951, § 481 (c) (cl), which increased the 
rate of tax on parts and accoHSories from 
5 per oontnm to 8 per centum, until 
April 1, 1954, and added last sentence. 

Snh.sec. (e) amended by Act Oct. 20, 1951, 
§ 481(e), to eaualise the rales of credit 
allowable to manufacturers for tax-paid 
tiros, inner tubes, and automobile radio 
or television receiving sets used in the 
manufacture of automobiles, etc., with 
the rates of tax imposed on automobiles, 
etc , by this section as amended by such 


1050 Amendment. Subsec. (c) amended 
by Act Sept 23, 1950, 5 605(c) (1), to 
sub.stltute “radio and television receiving 
sets” in lieu of “radios”. 

iSubsoc. (e) amended by Act Sept. 23, 
1950, 5 605(b), to impose a tax on auto- 
mobile television sets. 

194t Amendme-nt. Subsccs. (a), (b), and 
first sentence of (c) amended by Act 
Sept. 20, 1941, 5 544(a) and (b). 

Subsee. (e) amended by Act Sopt 20, 
1941, §§ 541(C), 553(d). The former 

amended the subsee. generally and the 
latter Inserted matter relating to auto- 
moi)ilo radios. 

Subsec. (f) repealed by Act Sept 20, 
1941, § 544(d). Prior to such repeal, said 
subsec. provided: 

“(f) (1) Where prior to August 1, 1941, 
any article subject to the tax imposed 
by this section or section 3400, relating to 
tax on tiros and inner tubes, has been 
sold by the manufacturer, producer, or 
importer, and is on such date hold by a 
dealer and intended for sale, there shall 
be refunded to the manufacturer, pro- 
ducer, or importer the amount of the 
tax, or if the tax has not been paid, the 
tax shall be abated. 

“(2) As used In this subsection the 
term ‘dealer' Includes a wholesaler, Job- 
ber, or distributor. For the purposes of 
this subsection, an article shall be een- 
slderod as ‘hold by a dealer' if title 
thereto has passed to such dealer (wheth- 
er or not delivery to him has been made), 
and if for purposes of consumption title 
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to such article or possession thereof has 
not at any time been transferred to any 
person other than a dealer. 

“(3) Under regulations prescribed by 
the Commissioner, with the approval of 
the Secretary, the refund provided by this 
subsection — (A) may be applied as a 
credit against the tax shown by subse- 
quent reliirns of the manufacturer, pro- 
ducer, or importer, and (B) may be 
made to the dealer instead of to the man- 
ufacturer, producer, or importer, if the 
manufacturer, producer, or importer 
waives any claim for the amount so to 
be refunded. 

“(4) When the refund, credit, or abate- 
ment provided for in this subsection has 
been allowed to the manufacturer, pro- 
ducer, or importer, he shall remit to the 
dealer to whom was sold the article in 
respect of which the refund, credit, or 
abatement was allowed, so much of that 
amount of the tax corresponding to the 
refund, credit, or abatement, as was in- 
cluded in or added to the price paid or 
agreed to be paid by the dealer. Upon 
the failure of the manufacturer, produc- 
er, or importer to make such remission he 
shall be liable to the dealer for damages 
In the amount of three times the amount 
thereof, and the court shall include in 
any judgment in favor of the dealer in 
any suit for the recovery of such dam-, 
ages, costs of the suit and a reasonable 
attorney's fee to be fixed by the court. 
63 Stat. 410, amended June 29, 1939, 10 
p. m., H. 8. T., c. 247, Title I, § 1, 53 
Stat, 802; June 25, 1940, 11:45 a. m., B. 
S. T., c. 439, Title II, § 200, 54 Stat, 522.” 

1040 Amoadment. Subsec. (e) amended 
by Act June 25, 1940, § 216, which added 
last par. 

Subscc. (f) (1) amended by Act June 
26, 3940, § 200, which struck out “1941” 
and Inserted in lieu thereof “1045”. 

1080 Amendment. Subsec. (f), par, (1) 
amended by Act June 20, 1030. Prior 
to amendment subsec, (f) (1) read as fol- 
lows: 

“(f) (1) Where prior to August 1, 1939, 
any article subject to the tax imposed 
by this section or section 3400, relating 
to tax on tires and inner tubes, has been 
sold by the manufacturer, producer, or 
importer, and is on such date held by 
a dealer and intended for sale, there 
shall be refunded to the manufacturer, 
producer, or importer the amount of the 
tax, or if the tax has not been paid, the 
tax shall be abated.” 

IBiircetiye !0at« of 1951 Amondmmt. 
Amendment of this section by Act Oct. 
20, 1951 to take cflfect on first day of the 
first month which begins more than 10 
days after Oct. 20, 1051, see note under 
section 3400 of this title. 

Bfirootivo Bate of 19^ Amondinents. 
Amendments of subsecs. (c) and (e) 
by Act Sept. 23, 1960, as effiective only 
with respect to articles sold on or after 
the first day of the first month which bt^ 
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gins more than 10 days after Sept. 23, 
1950, see note set out under section 2412 
of this title. 

BOfectlTO Date ef 1941 Ajnendineftit. 
Aet Sept, 20, 1041, { 544, affecting sul>- 
secs. (a), (b), (c), (e), and (f) of this 
section was made effective on, and ap- 
plicable only with respect to the period 
beginning with, Oct. 1, 1941, by section 
550(a) thereof. Section 553(d) of that Act, 
also cited, and which affected subsec. (e) 
of this section, was made effective on Oct. 
1, 1941, by section 568 thereof. 

Treaty Obligations. Section 615 of Act 
Oct. 20, 1951, provided that: “No amend- 
ment made by this Act [Act Oct. 20, 
1951] shall apply in any case where its 
application would be contrary to any 
treaty obligation of the United States.** 


Similar provisions were contained In 
the following Act: 

1950— Sept 23, 1950, 3:15 p. m., E.D.T.. 
c. 994, Title 11, § 214, 64 Stat 937. 

Text of Aanondatory Revenue Acts. 
Complete original text of Revenue Acta 
amending this section, 1939 to date, 
see volumes “Title 26 — ^Internal Revenue 
Acts**. 

legislative History* For legislative 
history and purpose of Act Mar. 31, 1954, 
see 1954 U.S.Code Cong, and Adm.News, 
p. 2055. See. also. Acts Oct. 20, 1951, 1951 
T7.S.Code Cong. Service, p, 1781 ; Sept, 
23, 1960, 1950 U.S.Code Cong.Service, p. 
3053. 


§ 34:04. Tax OR radio receiving sets, television receiving sets, phono- 
graphs, phonograph records, and musical instruments 

There shall be imposed upon the following articles (including in each 
case, except in the case of musical instruments, parts or accessories there- 
for sold on or in connection with the sale thereof) sold by the manufac- 
turer, producer, or importer a tax equivalent to 10 per centum of the price 
for which sold: 

(a) Radio receiving sets, automobile radio receiving sets, television 
receiving sets, automobile television receiving sets, phonographs, and 
combinations of any of the foregoing. No tax shall be Imposed under this 
subsection with respect to the sale to the United States for its exclusive 
use of a communication, detection, or navigation receiver of the type used 
in commercial, military» or marine installations. 

(b) Chassis, cabinets, tubes, speakers, amplifiers, power supply units, 
antennae of the '"built-in” type, and phonograph mechanisms, which are 
suitable for use on or in connection with, or as component parts of, any of 
the articles enumerated in subsection (a), whether or not primarily adapt- 
ed for such use. Under regulations prescribed by the Secretary, no tax 
shall be imposed under this subsection with respect to the sale of any 
article for use by the vendee as material in the manufacture or production 
of, or as a component part of, communication, detection, or navigation 
receivers of the type used in commercial, military, or marine Installations 
if such receivers are to be sold by the vendee to the Unted i States for its 
exclusive use. If any article sold tax-free to such vendee is not so used 
by him, or being so used the receiver is not so sold, the vendee shall be 
considered as the manufacturer or producer of such article. 

(c) Phonograph records. 

(d) Musical instruments, but the tax imposed by this section shall not 
apply to musical instruments sold for the use of any religious or nonprofit 
educational institution for exclusively religious or educational purposes. 
The right to exemption under this subsection shall be evidenced in such 
manner as the Commissioner, with the approval of the Secretary, may 
prescribe by regulations. 63 Stat. 411, amended Sept. 20, 1941, 12:15 
p. m., E. S. T.. c. 412, Title V, § 545, 56 Stat. 712; July 3, 1948, c. 829, 
§ 5, 62 Stat. 1260; Sept. 23, 1960, 3:16 p. m., E. D. T., c. 994, Title VI, 
§ 606(a), 64 Stat. 964; Oct 20, 1961, 2:07 p. m., E. S. T., c. 621, Title 
IV. § 482 (a, b), 65 Stat 633. 

1 So in original. Probably should read “United**. 


Historical Koto 


1951 Amendment. Subsec. (a) amend- 
ed by Act Oct 20. 1951, i 482(a), which 
added second sentence. 


Subsec. (b) amended by Act Oct 20. 
1951, 5 4S2(b), which added second and 
third sentences. 
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1950 Ameiadm^t. Sub sec. (a) and 
(b) amended by Act Sept. 23, 1950, to 
impose a tax on television sets. 

1948 Amendment. Sub sec. (d) amended 
July 3, 1948, which added all text after 
‘"Musical instruments”. 

1941 Amendment. Act Sept. 20, 1941, 
amended section in its entirety. 

directive Date of 1951 Amendment. 
Section 482(f) of Act Oct. 20, 1951 pro- 
vided that the amendments to subsecs, 
(a) and (b) of this section hy section 
482(a) (b) of such Act should take ef- 
fect as provided in section 490 of such 
Act. That section of such Act provided 
for an effective date of ‘"the first day of 
the first month which begins more than 
10 days after the date of enactment” of 
such Act (Oct, 20, 1951). 

Effoctivo Bate of 1950 Amendments. 
Amendment of subsecs, (a) and (b) by 
Act Sept. 23, 1950, as effective only with 
respect to articles sold on or after the 
first day of the first month which begins 
more than 10 days after Sept. 23, 1950, 
see note set out under section 2412 of this 
title. 

Effective Date of 1041 Amendment. 
Act Sept. 20, 1941, was made effective on, 
and applicable only with respect to the 
period beginning with, Oct 1, 1941, by 
section 650(a) thereof. 


Organs Under Contract Before Oct, 1,. 
1941. Act Oct 21, 1942, 4:30 p. m., B.W. 
T., c. 619, Title YI, § 610, 66 Stat 977, 
provided as follows : 

"‘The tax under section 3404(d) of the 
Internal Revenue Code shall not apply 
to the sale of an organ sold under a 
bona fide written contract entered into 
before October 1, 1941, and tax paid with 
respect to the sale of an organ under 
such a contract may be refunded, subject 
to the provisions of section 3443(d) of 
the Internal Revenue Code.” 

Treaty Obligations. Section 615 of Act 
Oct. 20, 1951, provided that: “No amend- 
ment made by this Act [Act Oct 20, 
1951] shall apply in any case where its 
application would be contrary to any 
treaty obligation of the United States.” 

Similar provisions were contained In 
the following Act: 

1050— Sept. 23, 1950, 3.16 p. m., B.D.T., 
c. 994, Title II, 5 214, 64 Stat. 937. 

Text ef Amendatory Revenue Acts* 
Complete original text of Revenue Acts 
amending this section, 1939 to date, see 
volumes “Title 26 — Internal Revenue 
Acts”. 

Eeglslatlve History i Eor legislative 
history and purpose of Act Sept. 23, 1950, 
see 1050 U.S.Code Cong.Servlce, p. 3053. 
See, also, Act July 3, 1948, 1948 U.S. 
Code Cong. Service, p. 2337. 


§ 3405. Tax on meclxonical refrlgeratoirs, quick-freeze units, and self- 
contained air-conditioning units 

There shall be imposed on the following articles (including in each 
case parts or accessories therefor sold on or in connection with the sale 
thereof) sold by the manufacturer, producer, or importer a tax equiva- 
lent to 6 per centum (10 per centum In the case of articles subject to tax 
under subsection (c) ) of the price for which so sold: 

(a) BoMgerators and quick-freeze units* Household type refrigera- 
tors (for single or multiple cabinet installations) having, or being pri- 
marily designed for use with, a mechanical refrigerating unit operated by 
electricity, gas, kerosene, or gasoline; household type units for the quick 
freezing or frozen storage of foods operated by electricity, gas, kerosene, 
or gasoline; combinations of such household type refrigerators and units. 

(b) Befrlgeratlng and freezing apparatus. Cabinets, compressors, con- 
densers, condensing units* evaporators, expansion units, absorbers, and 
controls (hereinafter referred to as '^refrigerator components”) for, or 
suitable for use as parts of or with, household type refrigerators or quick- 
freeze units of the kind described in subsection (a), except when sold as 
component parts of complete refrigerators, refrigerating or cooling appara- 
tus, or quick-freeze units (hereafter referred to as "refrigerating equip- 
ment”). Under regulations prescribed by the Secretary, the tax under this 
subsection shall not apply in the case of sales of any such refrigerator 
components by the manufacturer, producer, or importer to (1) a manu- 
facturer or producer of refrigerating equipment, or (2) a vendee for 
resale to a manufacturer or producer of refrigerating equipment if such 
components are in due course so resold. If any such refrigerator com- 
ponents are resold by the manufacturer or producer to whom sold or 
resold otherwise than on or in connection with, or with the sale of, com- 
plete refrigerating equipment manufaotnj^ed or produced hy him, then 
for the purposes of this section such manufacthrer or pi'oducer shall he 

883 



§3405 MANUFACTUHERS’ EXCISE TAXES 

considered tlie manufacturer or producer of tiie refrigerator components 

SO resold by bira. 

(c) Air "Conditioners. Self-contained air-conditiorLing* units. 53 Stat, 
412, amended Sept. 20, 1941, 12:15 p. m., E. S. T., c. 412, Title V, § 546, 

55 Stat. 713; Oct. 21, 1942, 4:30 p. m., E. W. T., c. 619, Title VI, § 614. 

56 Stat. 978; Sept. 23, 1950, 3:15 p. m., E. D. T., c. 994, Title VI, § 606, 

64 Stat. 965; Oct. 20, 1951, 2:07 p. m., E. S. T., c. 521, Title IV, § 483, 

65 Stat. 534; Mar. 31, 1954, c. 126, Title III, § 305(a), 68 Stat. 40. 


Historical TToto 


1954 Amendment. Opening: par. amend- 
ed by Act Mar. 31, 1954, wbieh substitut- 
ed “5 per centum (19 per centum in the 
case of articles subject to tax under sub- 
section (c))*' for “10 per centum’*. 

1951 Amendment. Subsec. (b) amend- 
ed by Act Oct. 20, 1951, to provide that 
a manufacturer of refrigerator compo- 
nents may sell such components tax free 
to a wholesaler or dealer if suck com- 
ponents are purchased for resale to a 
manufacturer of refrigerator equipment 
and provided the regulations prescribed 
by the Secretary of the Treasury re- 
lating to such sales are complied with. 

1950 Amendment. Subsecs. (a) and (h) 
amended by Act Sept. 23, 1950, to impose 
a tax on quick-freeze units. 

1943 Amendment. Act Oct. 21, 1942, 
amended section in its entirety. 

1941 Amendment. Act Sept. 20, 1941, 
amended section in its entirety. 

EfFectir© Date of 1954 Amendment. Ef- 
fective date of amendment of opening 
par. of this section by Act Mar. 31, 1954, 
as April 1, 1954, see note under section 
1651 of this title. 

Effective Date of 1951 Amendment. 
Amendment of this section by Act Oct. 
20, 1951 to take effect on first day of the 
first month which begins more than 10 
days after Oct. 20, 1851, see note under 
section 3400 of this title. 

Eifective Date of 1950 Amendments. 
Amendment of subsecs. (a) and (b) by 
Act Sept. 23, 1950, as effective only with 
respect to articles sold on or after the 


first day of the first month which be- 
gins more than 10 days after Sopt. 23, 
1950, see note set out under section 2412 
of this title. 

Effective Date of 1942 Amendment. 
Act Oct. 21, 1942, was made effective on 
the first day of the first month which 
began more than ten days after Oct. 21, 
1942, 4:30 p. m., B.W.T., by section COl 
thereof. 

Effective Date of 1941 Amendment. 
Act Sept. 20, 1941, was made effective on, 
and applicable only with respect to the 
period beginning with, Oct. 1, 1941, by 
section 550(a) thereof. 

Treaty Oblifrations. Section 615 of Act 
Oct. 20, 1931, provided that: *'No amend- 
ment made by this Act [Act Oct. 20, 1931] 
shall apply in any case where its appli- 
cation would be contrary to any treaty 
obligation of the United States.” 

Similar proYisions were contained in 
the following Act: 

1950— Sept. 23, 1950, 3:15 p. m., E.D.T,, 
c. 994, Title II, § 214, 64 Stat. 93T. 

Text of Amendatory Revenue Acts. 
Complete original text of Revenue Acts 
amending this section, 1939 to date, see 
volumes “Title 26— Internal Revenue 
Acts”. 

legislative History: ^or legislative 
history and purpose of Act Mar. 31, 1954, 
see 1934 U.S.Code Cong, and Adm.News, 
p. 2055. See, also, Acts Oct. 20, 1951, 
1951 U.S.Code Cong.Service, p. 1781; Sept. 
23, 1950, 1950 U.S.Code Cong.Service, p. 
8033. 


§ 3406. Excise taxes imposed by the Revetiiie Act of 1941 

(a) Imposition. There shall be imposed on the following articles, sold 
by the manufacturer, producer, or importer, a tax equivalent to the rate, 
on the price for which sold, set forth in the following paragraphs (includ- 
ing in each case parts or accessories of such articles sold on or in connec- 
tion therewith, or with the sale thereof) : 

(1) Sporting goods. Badminton nets; badminton rackets (measuring 
22 inches over all or more In length) ; badminton racket frames (measur- 
ing 22 inches over all or more in len^h) ; badminton racket string; bad- 
minton shuttlecocks; badminton standards; billiard and pool tables 
(measuring 45 inches over all or more in length) ; billiard and pool balls 
and cues for such tables; bowling balls and pins; clay pigeons and traps 
for throwing clay pigeons; cricket balls; cricket bats; croquet balls and 
mallets; curling stones; deck tennis rings, nets, and posts; golf bags 
(measuring 26 inches or more in length) ; golf balls; gold clubs (measur- 

884 



MANUFACTUBERS* EXCISE TAXES § 3406 

ing 3® inches or more in length); lacrosse balls; lacrosse sticks; polo 
balls; polo mallets; skis; ski poles; snowshoes; snow toboggans and. 
sleds (measuring more than 60 inches over all in length); squash balls; 
squash rackets (measuring 22 inches over all or more in length) ; squash 
racket frames (measuring 22 inches over all or more in length) ; squash 
racket string; table tennis tables, balls, nets, and paddles; tennis balls; 
tennis nets; tennis rackets (measuring 22 inches over all or more in 
length) ; tennis racket frames (measuring 22 inches over all or more in 
length) ; tennis racket string; fishing rods, creels, reels, and artificial 
lures, baits, and fiies; 10 per centum. 

(S) Luggago. Trunks, valises, traveling bags, suitcases, hat boxes for 
use by travelers, fitted toilet cases (not including contents), and other 
traveler’s luggage, and leather and imitation leather brief cases, 10 per 
centum. The tax imposed by this paragraph shall not be applicable with 
respect to any period for which a tax is imposed under section 1651. 

(3) Electric, gas, and oil appliances. Electric direct motor-driven fans 
and air circulators (not of the industrial type) : and the following 
appliances of the household type; electric, gas, or oil water heaters; 
electric flat irons; electric air heaters (not including furnaces) ; electric 
immersion heaters; electric blankets, sheets, and spreads; electric, gas, 
or oil appliances of the type used for cooking, warming, or keeping warm 
food or beverages for consumption on the premises; and electric mixers, 
whippers, and juicers; electric belt-driven fans; electric exhaust blow- 
ers; electric or gas clothes driers; electric door chimes; electric de- 
humidifiers; electric dishwashers; electric floor polishers and waxers; 
electric food choppers and grinders; electric hedge trimmers; electric 
ice cream freezers; electric mangles; electric motion or still picture pro- 
jectors; electric pants pressers; electric garbage disposal units; and 
power lawn mowers; 6 per centum. 

(4) Photographic apparatus. Cameras and camera lenses, and unex- 
posed photographic film in rolls (including motion picture film), 10 per 
centum. The tax imposed under this paragraph shall not apply to X-ray 
cameras, to cameras weighing more than four pounds exclusive of lens 
and accessories, to still camera lenses having a focal length of more than 
one hundred and twenty millimeters, to motion picture camera lenses 
having a focal length of more than thirty millimeters, to X-ray film, to 
unperforated microfilm, to film more than one hundred and fifty feet in 
length, or to film more than twenty-five feet In length and more than 
thirty millimeters in width. Any person who acquires unexposed photo- 
graphic film not subject to tax under this paragraph and sells such unex- 
posed film in form and dimensions subject to tax hereunder (or in con- 
nection) shall for the purposes of this subsection be considered the manu- 
facturer of the film so sold by him. 

(5) Electric slgiius. Neon-tube signs, electric signs, and electric adve3>- 
tising devices, 10 per centum. 

(0) Business and store nmchlnes. Adding machines, addressing ma- 
chines, autographic registers, bank proof machines, billing machines, book- 
keeping machines, calculating machines, card punching machines, cash reg- 
isters, except cash registers of the type used in registering over-the-count- 
er retail sales, change making machines, check writing machines, check 
signing machines, check canceling machines, check perforating machines, 
check cutting machines, check dating machines, other check protector 
machine devices, computing machines, coin counters, dictographs, dictat- 
ing machine record shaving machines, dictating machines, duplicating 
machines, embossing machines, envelope opening machines, erasing ma- 
chines, folding machines, fan-fold machines, fare registers, fare boxes, 
listing machines, llne-a-time and similar machines, mailing machines, 
multigraph machines, multigraph typesetting machines, multigraph type 
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justifying machines, numbering machines, portable paper fastening ma- 
chines, pay roll machines, pencil sharpeners, postal permit mailing ma- 
chines, punch card machines, sorting machines, stencil cutting machines, 
shorthand writing machines, sealing machines, tabulating machines, ticket 
counting machines, ticket issuing machines, typewriters, transcribing 
machines, time recording devices, and combinations of any of the fore- 
going, 10 per centum. 

(7) Rubber articles. Articles of which rubber is the component mate- 
rial of chief weight, 10 per centum. The tax imposed under this para- 
graph shall not be applicable to footwear, articles designed especially for 
hospital or surgical use, or articles taxable under any other provision of 
this chapter. 

(8) Washing machines. Washing machines of the kind used in 
commercial laundries, 10 per centum. No tax shall be imposed under 
this paragraph on washing machines of the household type. 

(9) Optical equipment. Ref ractometers ; spectrometers; spectro- 
scopes; colorimeters; polariscopes ; optical measuring instruments; 
telescopic sights; projection lenses and prisms; optical machinery; 
microscopes; telescopes; photo-micro and micro-projection apparatus; 
fire control optical instruments; and searchlight mirrors and reflectors; 
10 per centum. 

(10) Electric Kght bulbs and tubes. Electric light bulbs and tubes, 
not including articles taxable under any other provision of this subchap- 
ter, 10 per centum. 

(b) Exemption if Article Taxable as Jewelry. No tax shall be imposed' 
under this section on any article taxable under section 2400 (relating to- 
jewelry tax). 

(c) Effective Date. This section shall take effect on October 1, 1941. 
Added Sept. 20, 1941, 12:15 p. m., B. S. T., c. 412, Title V, § 551, 65 Stat. 
716, amended Oct. 21, 1942, 4:30 p. m., E. W. T., c. 619, Title VI, §§ 607^. 
615, 56 Stat. 978; Feb. 25, 1944, 12:49 p. m., E. W. T., c. 63, Title III, 
§§ 304, 311, 58 Stat. 64, 69; Oct. 20, 1951, 2:07 p. m., E. S. T.. c. 521, 
Title IV, §§ 484, 485, 486(a), 65 Stat. 634; May 21, 1952, c. 319, § 1(a), 
66 Stat. 86; Mar. 31, 1954, c. 126, Title III, §§ 301, 306(a), 68 Stat. 39,. 
40. 


Historical Note 


1954 Amendments. Subsec, (a) (1) 

amended by Act Mar. 31, 1954, § 301(a), 
which struck out “16 per centum, except 
that on and after April 1, 1954, the rate 
shall be 10 per centum pi*eccding “fish- 
ing rods”, thus reducing the tax rate on 
all sporting goods items enumerated 
therein to 10 per centum. 

Subsec. (a) (3) amended by Act Mar. 31, 
1954, which substituted “5 per centum” 
for “10 per centum" at the end thereof. 

Subsec. (a) (4) amended by Act Mar. 

31, 1954, § 301(b), which, in first sentence, 
substituted “10 per centum” for “20 per 
centum”. 

Subsec (a) (10) amended by Act Mar. 

31, 1954, § 301(c), which substituted “10 
per centum” for “5 per centum”. 

1952 Awndment. Subsec. (a) (4) 
amended by Act May 21, 1952, to include 
within its provisions “unperforated mi- 
crofilm”. 

1951 Amendment. Subsec. (a) (1) 

amended generally by Act Oct. 20, 1951, § 

484, to increase the tax rate from 10 per 
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centum to 15 per centum on various 
sporting goods items until April 1, 1954. 

Subsec. (a) (3) amended by Act Oct. 
20, 1951, § 485, which (1) substituted' 
“Electric direct motor-driven fans and’ 
air circulators (not of the industrial 
type) ; and the following appliances of 
the household type:” in lieu of “Elec- 
tric direct motor-driven fans and air 
circulators ; (2) struck out “electric 

heating pads and blankets” and in lieu> 
thereof inserted “electric blankets, sheets, 
and spreads”; and (3) inserted all elec- 
tric appliance items after “Juicers”. 

Subsec. (a) (4) amended by Act Oct. 
20, 1951, § 486(a), to exclude certalm 
Items of photographic apparatus andi 
film, and to establish a uniform tax 
rate of 20 per centum in lieu of prior 
rates of 26 per centum on photographic* 
apparatus and 15 per centum on film. 

1944 Amendment. Subsec. (a) (2^ 

amended by Act Feb. 26, 1944, which add- 
ed sentence beginning “The tax Jbm- 
posed”, etc. 
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Subsec. (a) (3) amended by Act Feb. 
'25, 1944, which inserted **and” before 
“electric mixers, whippers, and juicers*’, 
and struck out “and household type elec- 
tric vacuum cleaners'*. 

194:5 Aznendmexit. Subsecs. (4) and (6) 
amended by Act Oct. 21, 1942. 

Effective Date of 1954 Amendments. 

Effective date of amendments of subsec. 

(a) (1) (3) (4) (10) of this section by Act 
Mar. 31, 1954, as April 1, 1954, see note 
under section 1651 of this title. 

Effective Date of 1953 Amendment, 

Section 1(b) of Act May 21, 1952 provid- 
ed that the amendment of subsec. (a) (4) 
by section 1(a) of said Act May 21, 1952, 
should be effective as of Nov. 1, 1£^1. 

Effective Date of 1951 Amendment. 

Section 490 of Act Oct. 20, 1951, as 
amended by section 4 of Act Oct. 31, 1951, 
c. 661, 65 Stat, 736, provided that amend- 
ment of subsec. (a) (3) of this section, 
by said Act Oct. 20, 1951, should, in so 
far as such amendment relates to electric 
heating pads, take effect on April 1, 1952. 
Balance of amendment of said subsec- 
tion hy such Act Oct. 20, 1961 to take 
effect on first day of the first month 
which begins more than 10 days after 
Oct. 20, 1951, see note under section 3400 
of this title. 

Effective Date of 1944 Amendment. 
Act Feb. 25, 1944, was made effective on 
the first day of the first month which be- 
gins more than 10 days after the date of 
the enactment of this Act by section 301 
thereof. 

Effective Date of 1942 Amendment. 
Act Oct. 21, 1912, was made effective on 
the first day of the first month which 
began more than ten days after Oct 2i, 
1942, 4:30 p, m., E.W.T., by section 001 
thereof. 

Effective Date. Act Sept. 20, 1941, was 
made effective on Oct 1, 1041, by section 
558 thereof. 

Floor Stocks Refunds on Bulbs. Sec- 
tion 486Cb) of Act Oct. 20, 1051, provided 
that; 

•*(1) With respect to any photo-flash or 
other bull) tipon which the tax imposed 
under section 3406(a) (4) of the Inter- 
nal Revenue Code [section 3406(a) (4) of 
this title] has been paid, and which on 
the effective date specified in section 489 
of this Act is held by any person and 
Intended for sale, or for use In the man- 
ufacture or production of any article in- 
tended for sale, there shall be credited 
or refunded to the manufacturer or pro- 
ducer of such bulb (without interest), 
subject to such regulations as may be 
prescribed by the Secretary, an amount 
equal to so much of the tax so paid as 
has been paid by such manufacturer or 
producer to such person as reimburse- 
ment for the elimination on such effective 
date of the tax on such bulb^ if claim 
for such credit or refund Is filed with 
the Secretary prior to the expiration of 
three mdnths aftwf such effective date. 


No credit or refund shall be allowable 
under this paragraph for any bulb held 
by any person for sale which was pur- 
chased by such person as a component 
part of any other article. 

“(2) No person shall be entitled to 
credit or refund under paragraph (1) un- 
less he has in his possession such evi- 
dence of the inventories with respect to 
which he has made the reimbursements 
described In paragraph (1) as the regula- 
tions under paragraph (1) shall pre- 
scribe, 

‘^(3) All provisions of law, including 
penalties, applicable with respect to the 
tax imposed under section 3406(a) (4) of 
the Internal^ Revenue Code shall, inso- 
far as applicable and not inconsistent 
with this subsection, be applicable in re- 
spect of the credits and refunds provided 
for in this subsection to the same extent 
as if such credits or refunds constituted 
credits or refunds of such taxes.** 

“Section 489” of such Act, referred to 
above, is an amendatory section and pre- 
scribes no effective date. Section 400 of 
such Act prescribes the effective date of 
the amendments by that Act to subsec. 
(a) (4) of this section, and is set out in 
note under section 3400 of this title. 

Termination of War Tax Rates. The 
effective period of the War tax rates pro- 
vided for In section 1650 of this title, 
which had temporarily affected the per- 
manent rate specified In subsec. (a) (10) 
of this section, ended on March 31, 1954 
under the provisions of such section 1660 
as amended by Act Mar. 31, 1954. See 
such section, and notes thereunder; and 
for effective date of such amendment to 
section 1660, in so far as it affects the 
rate imposed by subsec. (a) (10) of this 
section, see note under section lC5l of 
this title. 

Termination of Taxes under Suhseca. 
(a) (5, 7-9). Section 611 of Act Oct. 21, 
1942. provided as follows: 

“The taxes imposed by the following 
provisions shall not apply to the sale, 
by tho manufacturer, producer, or im- 
porter, after the effective date of this 
Title [Title VI of Revenue Act of 1942], 
of tho articles taxable under such pro- 
visions : 

*‘(a) Section BlOOCa) (5) of the Internal 
Revenue Code (relating to tax on electric 
signs). 

“(b) Section 3406Ca) (7) of the Internal 
Revenue Code (relating to tax on rubber 
articles). 

“(c) Section 8408(a) (8) of tho Inter- 
nal Revenue Code (relating to tax on 
washing machines). 

“(d) Section 3408(a) (9) of the Inter- 
nal Revenue Code (r^ating to tax on 
optical equipment),** 

Treaty Obligations. Section 615 of Act 
Oct. 20, 1951, provided that: “No amend- 
ment made by this Act [Act Oct. 20, 1951] 
shall apply in any case where its appli- 
cation would be contrary to any treaty 
obligation of the United States.’* 

Text ef Amendatory Revenue Acts. 
Complete original text of Revenue Acta 


887 



§3406 MANUFACTURERS’ EXCISE TAXES 


amending tMs section, 103& to date, see 
volumes “Title 26 — Internal Bevenue 
Acts’». 


te^islativo History: For legislative 
history and purpose of Act Mar. 31, 1954, 
see 1954 U.S.Code Cong, and Adm.News, 
p. 2055. See, also. Act May 21, 1952, 1952 
U.S.Code Cong, and Adm.News, p. 1453. 


§ S407. Taac on firearois, shells, and cartridges 

There shall be imposed upon firearms, shells, and cartridges, sold by 
the manufacturer, producer, or importer, a tax^ eciuivalent to 11 per 
centum of the price for which so sold. The tax imposed by this section 
shall not apply (1) to articles sold for the use of any State, Territory of 
the United States, or political subdivision thereof, or the District of Colum- 
bia, or (2) to pistols and revolvers. 

The taxes imposed by this section shall not apply to any firearm on 
which the tax provided by section 2720 has been paid. 

The provisions of section 3452 (relating to expiration of taxes) shall 
not apply to the tax imposed by this section. 53 Stat. 412, amended June 
29, 1939, 10 p. m., E. S. T., c. 247, Title I, § 2, 53 Stat. 863,* Sept. 20, 
1941, 12:15 p. m., E. S. T., c. 412, Title V, § 521(a) (18), 55 Stat. 707 ; 
Feb. 25, 1944, 12:49 p. m., E, W. T., e. 63, Title III, § 307(a) (3). 68 
Stat. 64. 


Historical NTote 


1944 AiMCTidment. Act Feb. 26, 1944, 
amended second sentence of first par. by 
changing “the United States, any State, 
Territory, or possession of the United 
States,’* to read “any State, Territory of 
the United States,”. 

1941 Amendliiieiit. Act Sept. 20, 1941, 
substituted “11 per centum” for “10 per 
centum*’. 

1939 Amendment. Last par. added by 
Act June 29, 1939. 

Effective Date of 1944 Amendment. 
Amendment of section by Act Feb. 25, 
1944, § 307(a) (4), was made applicable 
by section 307(b) (2) thereof which pro- 
vided as follows : “Despite the provisions 
of section 301, the amendments made by 
this section shall apply as follows: ‘(2) 
The amendments of sections 2700(b) (1), 
3407, and 3442(3) (insofar as such section 
relates to the articles enumerated in 
section 3404) of the Internal Eevenue 
Oode, shall be applicable to sales made 
on or after the first day of the first month 
which begins six months or more after 
the date of the termination of hostilities 
in the present war. Such amendments 
shall not apply to deny an exemption 
otherwise applicable with respect to any 
article sold pursuant to a contract en- 
tered into prior to the effective date of 
the amendments, or to any agreement or 
change order supplemental to such con- 
tract bearing the same Government con- 
tract number.' 

Effectivo Date of 1941 Amendment. 
The rates specified In Act Sept. 20, 1941, 
were made effective on, and applicable 
only with respect to the period after, the 
date of enactment of that Act, by section 
621(b) thereof. 


Termination of Hostilities. The ter- 
mination of hostilities of World War 
II, for the purpose of determining the 
application of this section as amended 
by Act Feb. 25, 1944, was proclaimed at 
12 o’clock noon of December 31, 1946, by 
Proc.No.2714, 12 F.K. 1, set out as note 
under section 601 of Appendix to Title 60, 
War and National Defense. 

Definition. Sub sec. (b) (6) of Act Feb. 
25, 1944, S 307, provided as follows: “(0) 
For the purposes of this subsection the 
term ‘date of the termination of hostili- 
ties in the present war' means the date 
proclaimed by the President as the date 
of such termination, or the date specified 
in a concurrent resolution of the two 
Houses of Congress as the date of such 
termination, whichever is the earlier.” 

Exemptions. Sub sec. (c) of Act Feb. 
25, 1944, § S07, as amended Nov. 8, 1946. 
6:17 p. m.. E.S.T., c. 463, Title III, $ 303, 
69 Stat. 576, provided as follows: “Not- 
withstanding the amendments made by 
this section, the Secretary of the Treas- 
ury may authorize exemption from the 
taxes imposed by Chapter 19, 29, or 80 of 
the Internal Bevenue Code as to any 
particular articles or services, or class 
of articles or services, to be purchased 
for the exclusive use of the United 
States, if he determines that the imposi- 
tion of such taxes with respect to such 
articles or services, or class of articles or 
services, will cause substantial burden 
or expense which can be avoided by 
granting tax exemption and that the full 
benefit of such exemption, if granted, will 
accrue to the United States,** 

Text of Amendatory Xtevenne Acts. 
Complete original text of Kewenue Acts 
amending this section, 1939 to date, see 
volumes “Title 26 — ^Internal Bevenue 
Acts**. 
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§ 3408* Tax on mecliaiiical |>encils, foimtalxL aaid ball point pens, and 
mechanical lighters for cigarettes, cigars, and pipes 

(a) Imposition of tax. There shall be imposed on the following articles, 
sold by the manufacturer, producer, or importer, a tax equal to 10 per 
centum of the price for which so sold: Mechanical pencils, fountain pens, 
and ball point pens; mechanical lighters for cigarettes, cigars, and pipes. 

(b) Exemption if article taxable as jewelry. No tax shall be imposed 
under this section on any article taxable under section 2400 (relating to 
jewelry tax). If any article, on the sale of which tax has been paid under 
this section, is further manufactured or processed resulting in an article 
taxable under section 2400, the person who sells such article at retail 
shall, in the computation of the retailers* excise tax due on such sale, be 
entitled to a credit or refund in an amount equal to the tax paid under 
this section. Added Oct. 20, 1951, 2:07 p. m., E. S. T., c. 521, Title IV, 
§ 487, 65 Stat. 636, amended Mar. 31, 1954, c. 126, TiUe HI. § 302, 63 
8tat. 40. 


Historical Note 


1954 AwicndiMLeiiit. Snbsec. (a) amended 
by Act Mar. 31, 1954, which substituted 
“10 per centum,” for “15 per centum”. 

Bffoctlvo Date of 1954, Amendment. Ef- 
fective date of amendment of subscc. (a) 
of this section by Act Mar. 31, 1954, as 
April 1, 1054, see note under section 1651 
of this title. 

Effeotlvo Date, Section to take effect 
on first day of first month which begins 
more than 10 days after Oct 20, 1961, see 
note under section 3400 of this title. 

Treaty* Obligations. Section 015 of Act 
Oct. 20, 1951, provided that: ”No amend- 


ment made by this Act tAct Oct. 20, 
1951] shall apply in any case where its 
application would be contrary to any 
treaty obligation of the United States.” 

Text of Amendatory Revenue Acts. 
Complete original text of Revenue Acts 
amending this section, 1939 to date, 
see volumes “Title 26 — ^Internal Revenue 
Acts”. 

Deglslative History: For legislative 
history and purpose of Act Mar. 31, 1954, 
see 1954 U.S.Code Cong, and Adm.News, p. 
2055. 


§ 3409. Tax on matches 

(a) Majaufactarers’ Tax. There shall be imposed upon matches sold 
by the manufacturer, producer, or importer, a tax of 2 cents per 1,000 
matches but not more than 10 per centum of the price for which so sold, 
except that in the case of fancy wooden matches and wooden matches 
having a stained, dyed, or colored stick or stem, packed in boxes or in 
bulk, the tax shall be 6^4 cents per 1,000 matches. 

(b) Floor Stocks Tax. On matches subject to tax under subsection (a) 
which, on October 1, 1941, are held and intended for sale, or for disposi- 
tion in connection with the sale of other articles, there shall be levied, 
assessed, collected, and paid a floor stocks tax at the rate of 2 cents per 
thousand matches. The tax shall not apply to matches in retail stocks 
held at the place where Intended to be sold or disposed of. The tax shall 
not apply to matches held for sale by the manufacturer, producer, or im- 
porter thereof, nor to fancy wooden matches or wooden matches having a 
-stained, dyed, or colored stick or stem. 63 Stat, 412, amended Sept. 20, 
1941, 12:16 p. m., B. S. T., c. 412, Title V, § 547, 66 Stat. 713; Mar. 31, 
1964, a 126, Title III, § 803, 68 Stat. 40, 


Hlstorioal Note 


1L954 Sub^ec. (a) amended 

by Act Mar. 31, 1954, which substituted 
”2 cents per 1,000 matches but not more 
than 10 per centum of the price for which 
«o sold” for “2 cents per 1,000 matches”. 

1041 Anaeadxnent. >Act Bept. 20, 1941, 
amended section in its entirety. 


Effective Date of 1954 Amendment. 

Effective date of amendment of subsec. 
(a) of this section by Act Mar. 31, 1954, as 
April 1, 1954, see note under section 1551 
of this title. 

Effective Date of 1941 Amendment. 
Act Beph 20, 1941, was made effectlTe on. 
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and applicable only with respect to the 
period begianing with Oct. 1, 1941, by 
section 560(a) thereof. 

Text at Amendatory Borenuo Acts. 
Complete original text of Kevenue Acts 
amending this section, 1939 to date, 


see volnmes “Title 20 — Internal Bev'entt® 
Acts”. 

I^egislatiro History t For legislative 
history and purpose of Act Mar. 31, 
1954, see 1954 U.S Code Cong, and Adm. 
News, p. 2055. 


§ 3411.1 Bepealed, Oct. 30, 1951, 3:07 p. m., E. S. T., c. 621, Title 
IV, § 488(a) , 65 Stat. 636. 

1 So in originaL There is no section 3410. 


Historical Hote 


Section, Act Feb 10, 1939. c. 2, 8 3411, 
53 Stat. 412, as amended by Acts Sept. 20, 
1941, c. 412, Title V, S 521(a) (19). 55 
Stat. 707; Feb. 25, 1944, c. 63, Title III, 
§ 307(a) (4), 58 Stat. 64, imposed tax on 
electrical energy for domestic or commer- 
cial consumption. 

Effective Date. Section 488(b) of Act 
Oct. 20, 1951, 2 07 p. m., B.S.T., c. 521, 
Title IV, 66 Stat. 536, provided that: 

“(1) Except as provided in paragraph 
(2), the provisions of subsection (a) [re- 
pealing this section and sections 3441(d) 
and 3447(c) of this title] shall apply to 
electrical energy sold on or after the first 
day of the first month which begins more 
than ten days after the date of the enact- 
ment of this Act [Oct. 20, 1951]. 

“(2) In the case of electrical energy 
sold which is billed to the customer for 
a period beginning before the effective 
date specified in paragraph (1) and end- 
ing on or after such date, the provi- 
sions of subsection (a) shall apply to 
that portion of the amount billed for the 
electrical energy sold during such period 
which the number of days in such period 
on and after such effective date bears to 
the total number of days in such period. 
This section shall not apply to electrical 
energy sold before such effective date for 
which a bill was rendered prior to such 
date.” 

Treaty Oblig-atioxis. Section 615 of Act 
Oct. 20, 1951, provided that: “No amend- 
ment made by this Act [Act Oct. 20, 
1951] shall apply in any case where its 
application would be contrary to any 
treaty obligation of the United States.” 


Section As Originally Enacted! 

3411. Tax on electrical energy for 
domestic or comooiercial consumption 
“(a) There shall be imposed upon elec- 
trical energy sold for domestic or com- 
mercial consumption and not for resale 
a tax equivalent to 3 per centum of the 
price for which so sold, to be paid by 
the vendor under such rules and regu- 
lations as the Commissioner, with the 
approval of the Secretary, shall prescribe. 
The sale of electrical energy to an owner 
or lessee of a building, who purchases 
such electrical energy for resale to the 
tenants therein, shall for the purposes of 
this section be considered as a sale for 
consumption and not for resale, but the 
resale to the tenant shall not be consid- 
ered a sale for consumption. 

*‘(b) The provisions of sections 8441, 
8444, and 3447 shall not be applicable with 
respect to the tax imposed by this section. 

“(c) No tax shall be imposed under this 
section upon electrical energy sold to the 
United States or to any State or Terri- 
tory, or political subdivision thereof, or 
the District of Columbia. None of the 
provisions of this section shall apply to 
publicly owned electric and power plants, 
or to electric and power plants or sys- 
tems owned and operated by cooperative 
or nonprofit corporations engaged in 
rural electrification. The right to ex- 
emption under this subsection shall be 
evidenced in such manner as the Com- 
missioner, with the approval of the Secre- 
tary, may, by regulation, prescribe.” 

Text of Amendatory Bevenue Actusi. 
Complete original text of Revenue Acts 
amending this section, 1039 to date, 
see volumes “Title 26 — Internal Revenw 
Acts”. 


§ S412. Tax on gasoline 

(a) There shall be imposed on gasoline sold by the producer or im- 
porter thereof, or by any producer of gasoline, a tax of 2 cents a gallon, 
except that under regulations prescribed by the Commissioner with the 
approval of the Secretary the tax shall not apply in the case of sales to a 
producer of gasoline. On and after April 1, 195S, the tax imposed by this- 
section shall be IV 2 cents a gallon in lieu of 2 cents a gallon. 

(b) If a producer or importer uses (otherwise than in the production 
of gasoline) gasoline sold to him free of tax, or produced or Imported by 
him, such use shall for the purposes of this chapter be considered a sale. 
Any person to whom gasoline is sold tax-free under this section shall be 
considered the producer of such gasoline. 
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<c) As used in this section — 

(1) the term “producer” Includes a refiner, compounder, or blender, 
and a dealer selling gasoline exclusively to producers of gasoline, as well 
as a producer. 

(2) the term “gasoline” means all products commonly or commercially 
Jcnown or sold as gasoline (including casinghead and natural gasoline). 

(d) Every person subject to tax under this section or section 3413 
-shall, before incurring any liability for tax under such sections register 
with the collector for the district in which is located his principal place of 
business (or, if he has no principal place of business in the United States, 
with the collector at Baltimore, Maryland) and shall give a bond, to be 
approved by such collector, conditioned that he shall not engage in any 
attempt, by himself or by collusion with others, to defraud the United 
States of any tax under such sections; that he shall render truly and 
-completely all returns, statements, and inventories required by law or 
regulations in pursuance thereof and shall pay all taxes due under such 
sections; and that he shall comply with all requirements of law and regu- 
lations in pursuance thereof with respect to tax under such sections. Such 
bond shall be in such sum as the collector may require in accordance with 
regulations prescribed by the Commissioner with the approval of the 
Secretary, but not less than $2,000. The collector may from time to time 
require new or additional bond in accordance with this subsection. Every 
person who fails to register or give bond as requii'ed by this subsection, 
or who in connection with any purchase of gasoline or lubricating oil 
falsely represents himself to be registered and bonded as provided by this 
subsection, or who willfully makes any false statement in an application 
for registration under this subsection, shall upon conviction thereof be 
•fined not more than $5,000 or imprisoned not more than five years, or 
both, together with the costs of prosecution. If the Commissioner finds 
that any manufacturer or producer has at any time evaded any Federal 
lax on gasoline or lubricating oil, he may revoke the registration of such 
manufacturer or producer, and no sale to, or for resale to, such manufac- 
turer or producer thereafter shall be tax-free under section 3413, this 
section, or section 3442, but such manufacturer or producer shall not be 
■relieved of the requirement of giving bond under this subsection. 

(e) Under regulations prescribed by the Commissioner with the ap- 
proval of the Secretary, records required to be kept with respect to taxes 
under section 3413, or this section, and returns, reports, and statements 
with respect to such taxes filed with the Commissioner or a collector, shall 
be open to inspection by such officers of any State or Territory or political 
subdivision thereof or the District of Columbia as shall be charged with 
the enforcement or collection of any tax on gasoline or lubricating oils. 
The Commissioner and each collector shall furnish to any of such officers, 
upon written request, certified copies of any such statements, reports, or 
returns filed In his office upon the payment of a fee of $1 for each one 
hundred words or fraction thereof in the copy or copies requested. 

(f) tWt Floor stocks tax. On gasoline subject to tax under this sec- 
tion which, on the effective date of section 489(a) of the Revenue Act of 
1901, is held and Intended for sale, there shall be levied, assessed, col- 
lected, and paid a floor stocks tax at the rate of % cent per gallon. The 
tax shall not apply to gasoline in retail stocks held at the place where 
intended to be sold at retail, nor to gasoline held for sale by a producer or 
importer of gasoline. The provisions of section 3448 shall be applicable 
to the floor stocks tax imposed by this subsection so as to entitle, subject 
to all the provisions of such section, (1) any manufacturer or producer 
to a refund or credit of such tax under subsection (a) (1) of such section, 
and (2) any person paying such floor stocks tax to a refund or credit 
thereof where gasoline is by such person or any other person used or 
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resold for any of the purposes specified in subparagraphs (A) (1), (ii), and 
(iii) of subsection (a) (3) of sucb section. 

(g) Floor stocks refunds on gasoline 

(1) In general. With respect to any gasoline taxable under this sec- 
tion, upon which tax (including floor stocks tax) at the applicable rate 
has been paid, and which, on April 1, 1955, is held and intended for sale 
by any person, there shall be credited or refunded (without interest) to 
the producer or importer who paid the tax, subject to such regulations as 
may be prescribed by the Secretary, an amount edual to so much of the 
difference between the tax so paid and the amount of tax made applica- 
ble to such gasoline on and after April 1, 1955, as has been paid by such 
producer or importer to such person as reimbursement for the tax reduc- 
tion on such gasoline, if claim for such credit or refund is filed with the 
Secretary prior to July 1, 1955. No credit or refund shall be allowable 
under this subsection with respect to gasoline in retail stocks held at the 
place where intended to be sold at retail, nor with respect to gasoline held 
for sale by a producer or importer of gasoline. 

(2) liimitation on eligibility for credit or refund. No producer or im- 
porter shall be entitled to a credit or refund under paragraph (1) unless 
he has in his possession satisfactory evidence of the inventories with 
respect to which he has made the reimbursements described in such 
paragraph, and establishes to the satisfaction of the Secretary with respect 
to the quantity of gasoline as to which credit or refund is claimed under 
such paragraph, that on or after April 1, 1955, such quantity of gasoline 
was sold to the ultimate consumer at a price which reflected the amount of 
the tax reduction. 

(S) Penalty and administrative procedures. All provisions of law, 
including penalties, applicable In respect of the tax imposed under this 
section shall, insofar as applicable and not inconsistent with this subsec- 
tion, be applicable in respect of the credits and refunds provided for in 
this subsection to the same extent as if such credits or refunds constituted 
credits or refunds of such taxes. 63 Stat. 413, amended Sept. 20, 1941, 
12:15 p. m., E. S. T., c. 412, Title V, § 621(a) (20), 65 Stat. 707; Oct. 
20, 1951, 2:07 p. m., E. S. T., c. 521, Title IV, § 489, 65 Stat. 636; Mar. 
31, 1954, c. 126, Title V, § 507(a) (1), Title VI, § 601(a) (6), (b) (2), 
68 Stat. 44-46. 


Historical Note 


Keferences in Text. “Section 489(a) of 
the Kevenue Act of 1951’', referred to in 
subsec. (f), is Act Oct 20, Iflol, 2*07 p, 
m, E.'S.T., c. 521, Title IV, § 489(a), 
65 Stat. 536. Such section 489 (a) amend- 
ed subsection (a) ot this section in the 
manner described in 1951 amendment note 
below. For effective date of such amend- 
ments, see effective date note below. 

lj>54 Amendmonts. Sub sec. (a) amend- 
ed by Act Mar. 31, 1954, § 601(a) (6), 
which in second sentence substituted 
“April 1, 1955” for “April 1, 1954”. 

Subsec. (c) (2) amended by Act Mar. 
31, 1954, § 507(a) (1), to omit from the 
definition of gasoline the reference to 
benzol, benzene, naphtha and other liq- 
uids, and to omit the provision except- 
ing such products (other than gasoline) 
when sold for use otherwise than as a 
fuel for motor vehicles, motor boats, or 
airplanes, and otherwise than in the man- 
ufacture or production of such fuel, and 
to omit the provision that excluded kero- 
sene, gas oil and fuel oil from the defini- 
tion, such provisions now being covered 


by sections 2460 et seq., of this title. See, 
also, 1954 amendment note under section* 
3443 of this title. 

Subsection (g) (1) amended by Act 

Mar. 31, 1954, § GOl(b) (2), which siib.stl- 
tuted “April 1, 1955” for “April 1, 1954” 
in two places, and substituted “July 1, 
1955” for “July 1, 1904”. 

Subsec. (g) (2) amended by Act Mar. 
31, 1954, § 601(b) (2), which substituted* 
“April 1, 1955” for “April 1, 1954”. 

1951 Amendment. Sub sec, (a) amend- 
ed by Act Oct. 20, 1951, § 4S9(a), which 
substituted “2 cents” in lieu of “1%, 
cents”, and added second sentence. 

Subsecs, (f) and (g) added by Act 
Oct. 20, 1951, § 489(b), 

1941 Amendmmt. Subsec, (a) amended 
by Act Sept. 20, 1941, to increase tax on 
gasoline from 1 cent to 1% cents a gallon. 

Effective Bate of 1954 Amendment. Ef- 
fective date of amendment of this section 
by Act Mar. 31, 1954, as May 1, 1954, sen- 
note preceding section 2450 of this title. 



MANUFACTURERS’ EXCISE TAXES §341S 


Effective jya/te of 19i51 Amondbcaent. 
Amendment of this section by Act Oct. 
20, 1951 to take effect on first day of the 
first month which begins more than 10 
days after Oct. 20, 1951, see note under 
section 3400 of this title 

Effective Bate of 1941 Amendiment. 
The rates specified in Act Sept. 20, 1941, 
weze made effective on, and applicable 
only with respect to the period after the 
dpte of enactment of that Act, by section 
521(b) thereof 

Treaty Oblijyatioiis. Section 615 of Act 
Oct. 20, 1951, provided that: “No amend- 


§ $418. Tax on lubricating oils 

There shall be imposed upon lubricating oils sold In the United States 
by the manufacturer or producer a tax at the rate of 6 cents a gallon 
(except that, in the case of cutting oils, the tax shall not exceed 10 per 
centum of the price for which so sold), to be paid by the manufacturer 
or producer. Every person liable for tax under this section shall regis- 
ter and file bond as provided in section 3412(d). Under regulations pre- 
scribed by the Commissioner with the approval of the Secretary, no tax 
shall be imposed under this section upon lubricating oils sold to a manu- 
facturer or producer of lubricating oils for resale by him, but for the 
purposes of this chapter such vendee shall be considered the manufacturer 
or producer of such lubricating oils. For the purposes of this section, 
the term “cutting oils" means oils used primarily in cutting and machining 
operations (including forging, drawing, rolling, shearing, punching, and 
stamping) on metals and known commercially as cutting oils. 63 Stat. 
414, amended Sept. 20, 1941, 12:15 p. m., E. S. T., c. 412, Title V, § 621 
(a) (21), 55 Stat. 707; Oct. 21. 1942, 4:30 p. m., B. W. T., c. 619, Title 
VI, § 608, 66 Stat. 977; Mar. 31, 1964, c. 126, Title III, § 304, 68 Stat 
40. 


ment made by this Act [Act Oct. 20, 1951] 
shall apply in any case where its applica- 
tion would be contrary to any treaty obli- 
gation of the United States.” 

Text of Amendatory Bevenne Acts. 
Complete original text of Revenue Acts- 
amending this section, 1939 to date, 
see volumes “Title 26 — Internal Revenue 
Acts”. 

X-offlslative History; For legislative 
history and purpose of Act Mar. 31, 1954, 
see 1954 U.S.Code Cong, and Adm News, 
p. 2055. 


Historical Note 


1954 Amcndwient. Act Mar. 83, 1954, 
amended section by inserting “(except 
that, in the case of cutting oils, the tax 
shall not exceed 10 per centum of the 
price for which so sold,)” after “0 cents 
a gallon”, and by adding the sentence 
defining “cutting oils”. 

1042 Amendment. Rate changed from 
4% to 0 cents by Act Oct. 21, 1942. 

1941 Amendment. Act Sept. 20, 1941, 
substituted *‘4% cents” for “4 cents”. 

Effective Bate of 1964 Amendment, Ef- 
ft'Ctlvft date of amendment of this section 
by Act Mar. St, 1954, as April 1, 1954 see 
note under section 1651 of this title. 

Effective Bate of 1942 Amend.ment. 
Act Oct, 21, 1942, was made effective ou 
the first day of the first month which 


began more than ten days after Oct. 21, 
1942, 4:30 p. m., B.W.T., by section 601 
thereof. 

Effective Bate of 1941 Amendment. The 
rates specified In Act Sept 20, 1941, were 
made effective on, and applicable only 
with respect to the period after the date 
of enactment of that Act, by section 
621(b) thereof. 

Text of Amendatory Bevenuo Acts* 
Complete original text of Revenue Acts 
amending this section, 3939 to date, 
see volumes “Title 20— Internal Revenue 
Acts”. 

Eoglslatlve History* For legislative 
history and purpose of Act Mar. 31, 1964, 
see 1954 U.S.Code Cong, and Adm.News, 
p. 2055. 


§ 8414. Publicity of returns 

For provisions with respect to publicity of returns under this subchapter, see sub- 
section (a) (2) of section 55. 

53 Stat. 414. 

§ 84t0. Effective date of subchapter 

This subchapter shall take effect ou the first day of that calendar montlt. 
occurring neat after the enactment of this title. 63 Stat. 414. 
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§ S4;16. Floor stocks refund on refrigerators, quick-freeze units, and 
electric, gas, and oil household appliances 

(a) In general. Where before April 1, 1954, any article subject to 
the tax imposed by section 3405(a), section 3406(b), or section 3406(a) 
(3) has been sold by the manufacturer, producer, or importer, and on 
such date is held by a dealer and has not been used and is intended for 
sale, there shall be credited or refunded (without interest) to the manu- 
facturer, producer, or importer an amount equal to the difference between 
the tax paid by such manufacturer, producer, or importer on Ms sale of 
the article and the tax made applicable to such article on and after April 
1, 1954, if such manufacturer, producer, or importer — 

(1) has paid such amount as reimbursement to the dealer who held 
such article on April 1, 1954; and 

(2) files claim for such credit or refund on or before the sixtieth day 
after the date of the enactment of H.R. 3712, Eighty-fourth Congress. 

(b) Definition of dealer. As used in this section, the term '^dealer'' 
includes a wholesaler, jobber, distributor, or retailer. For the purposes 
of this section, an article shall be considered as *'held by a dealer" if title 
thereto has passed to such dealer (whether or not delivery to him has 
been made), and if for purposes of consumption title to such article or 
possession thereof has not at any time been transferred to any person 
other than a dealer. 

(c) Limitation on eligibility. No person shall be entitled to credit or 
refund under this section unless he has in his possession such evidence 
of the inventories with respect to which he has made the reimbursements 
described in subsection (a) as may be required by regulations prescribed 
under this section. 

(d) Penalties and administrative procedures. All provisions of law, 
including penalties, applicable in respect of the taxes imposed under sec- 
tions 3405(a), 3405(b), and 3406(a) (3) shall, insofar as applicable and 
not inconsistent with this section, be applicable in respect of the credits 
and refunds provided for in this section to the same extent as if such 
credits or refunds constituted credits or refunds of such taxes. Added 
Mar. 31, 1954, c. 126, Title III, § 305(b), 6 8 Stat. 40, amended Aug. 9, 
1965, c. 663, 69 Stat. 594. 


Histoxdcal Note 


Ke/erences in Text. The date of the 
enactment of H.R. 37X2, Eighty-fourth 
Congress, referred to in subsec. (a) (2), 
Is August 9, 1955. 

1955 Ameiidmeint. Subsec. (a) (2) 

amended by Act Aug. 9, 1955, which sub- 
stituted “on or before the sixtieth day 
after the date of the enactment of H.R. 


3712, Eighty-fourth Congress” for **be- 
fore August 1, 1954”. 

Bltectlve Date. Effectiye date of this 
section, as April 1, 1951, see note under 
section 1651 of this title. 

Xiegislative History: For legislative 
history and purpose of Act Mar, 31 , 1954, 
see 1954 U.S.Code Cong, and Adm.Newa. 

p. 2066. 


StTBCHAPTER B. — IMPORT TAXES 
PART I.— SPECIAL PROVISIONS 
§ S420. Imposition of tax 

In addition to any other tax or duty Imposed by law, there shall be 
imposed upon the following articles Imported into the United States unless 
treaty provisions of the United States otherwise provide a tax at the 
rates specified in sections 3422 to 3425, inclusive. 63 Stat. 414. 
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§3424 


§ 3422.1 Petroleum and derivatiTes 

Crude petroleum, ^ cent per gallon; fuel oil derived from petroleum^ 
gas oil derived from petroleum, and all liquid derivatives of crude petro- 
leum, except lubricating oil and gasoline or other motor fuel. % cent per 
gallon; gasoline or other motor fuel, cents per gallon; lubricating 
oil, 4 cents per gallon; parafl5.n and other petroleum wax products, 1 cent 
per pound. The tax on the articles described in this section shall apply 
only with respect to the importation of such articles. 63 Stat. 414. 

1 So in original. There is no section 3421. 

§ 3423. C?oal 

Coal of all sizes, grades, and classifications (except culm and duff), 
coke manufactured therefrom; and coal or coke briquettes, 10 cents per 
100 pounds. The tax on the articles described in this section shall apply 
only with respect to the importation of such articles, and shall not be 
imposed upon any such article if during the preceding calendar year the 
exports of the articles described in this section from the United States to 
the country from which such article is imported have been greater in 
quantity than the imports into the United States from such country of 
the articles described in this section, 63 Stat. 414. 


§ 3424. 1/umber 

(a) Lumber, rough, or planed or dressed on one or more sides, except 
flooring made of maple (except Japanese maple), birch, and beech, $3 
per thousand feet, board measure; dowels made of fir, spruce, pine, hem- 
lock, larch, or cedar (except cedar commercially known as Spanish cedar), 
76 cents per thousand feet, board measure; dowels made of Japanese 
maple, Japanese white oak, teak, box, ebony, lancewood, or lignum vitae, 
$3 per thousand feet, board measure; dowels made of other wood, $1.60 
per thousand feet, board measure; but the tax on the articles described 
in this section shall apply only with respect to the importation of such 
articles. The tax imposed by this subsection shall not apply to lumber 
of Northern white pine (pinus strobus), Norway pine (pinus resinosa). 
Western white spruce, and Engelmann spruce. 

(b) In determining board measure for the purposes of this section 
no deduction shall be made on account of planing, tonguing, and groov- 
ing. As used in this section, the term ^^lumber*' includes sawed timber. 
This subsection shall apply (1) unless in conflict with any international 
obligation of the United States or (2) if so in conflict, then on the ter- 
mination of such obligation otherwise than in connection with the under- 
taking by the United States of a new obligation which continues such 
conflict. 63 Stat. 416, amended Sept. 27, 1960, c. 1061, § 2(a), 64 Stat. 
1076; Aug. 16, 1954, c. 740, § 3, 68 Stat. 731, 


BCistorioal Note 


1954 Amc^duaent. Subsec. (a) amend- 
ed by Act Auf. 10, 1954, which made 
dowels of certain species of wood subject 
to an import tax. 

1950 Ameatidmont. Bubsec. (a) amend- 
ed by Act Bopt. 27, 1050, to exempt BJngel- 
mann spruce from the import tax. 

Klfootlve Bate o* 1954 AJnaeaadmeiit. 
Amendment of section as effiectlT© Aug, 
16, 1954, see note Under par. 401 of sec- 
tion 1001 of Title 10, Customs Duties. 


section] shall be applicable with respect 
to lumber entered for consumption or 
withdrawn from warehouse for consump- 
tion on or after the tenth day following 
the date of the enactment of this Act 
[Sept. 27, 1950J." 

Text of Ajraond«.toiT Bevenne Acts. 
Complete original text of Eerenue Acts 
amending this section, 1930 to date, 
see volumes ^‘Title 20— Internal Revenue 
A*cts 


BffeetlTe Bote of 1950 Amendment. Sec- 
tion 2(b) of Act Bept 27, 1950, provide 
that: /‘The amendment made by this sec- 
tion (amendment of aubsec. (a) of this 


Legislative JHflstoryi B’or legislative 
history and purpose of Act Bept. 27, 
1950. see 1950 UjB.Code Cong.Bervlce, p. 
396a 
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§ S425. Copper 

Copper-bearing ores and concentrates and articles provided for in para- 
graphs 316, 380, 381, 387, 1620, 1634, 1657, 1658, or 1659 of the TarifC 
Act of 1930, 4 cents per pound on the copper contained therein: Provided, 
That no tax under this section shall be imposed on copper in any of the 
foregoing which is lost in metallurgical processes: Provided further , 
That ores or concentrates usable as a flux or sulphur reagent in copper 
smelting and/or converting and having a copper content of not more than 
15 per centum, when imported for fluxing purposes, shall be admitted 
free of said tax in an aggregate amount of not to exceed in any one year 
15,000 tons of copper content. All articles dutiable under the Tariff Act 
of 1930,1 not provided for heretofore in this section, in which copper 
(including copper in alloys) is the component material of chief value, 3 
cents per pound. All articles dutiable under the Tariff Act of 1930,i 
not provided for heretofore in this section, containing 4 per centum or 
more of copper by weight, 3 per centum ad valorem or % of 1 cent per 
pound, whichever is the lower. The tax on the articles described in this 
section shall apply only with respect to the Importation of such articles. 
The Secretary is authorized to prescribe all necessary regulations for the 
enforcement of the provisions of this section. 63 Stat. 416. 


Histoxioal Note 


Beferences In Text. Tbe Tariff Act 
of 1930, referred to in tlie text, is classi- 
fied to chapter 4 of Title 19, Customs 
Duties. 

Paragraphs 316, 380. 381, 387, 1620, 1634, 
1057, 105S, and 1659 of the Tariff Act of 
1930, referred to in the text, are classi- 
fied to paragraphs 316, 380, 381, and 387 
of section lOOU and paragraphs 1020, 1634v 
1657, 1658 and 1659 of section 1201 of Title 
19, Customs Duties. 

Effect of Tax Suspension on Scrap Met- 
al OP Copper Scrap. Section 2 of Act 
Aug. 7, 1953, c. 354, 67 Stat. 488, provided 
that the extension of the tax suspension 
on scrap metal by section 1 of said Act 
Aug. 7, 1953, set out as a note under par. 
301 of section 1001 of Title 19, Customs 
Duties, should in no wise affect in any 
way the application of Act May 22, 1951, 
set out as a note under this section, to 
copper scrap. 

Suspension of Tax on Scrap Metals un- 
til June 80, 19531. Act Mar. 13, 1942, c. 
180, 36 Stat 171, as amended Aug. 8, 

1947, c. 515, § 1, 61 Stat. 917; June 8, 

1948, c. 426, 62 Stat. 344; Sept. 30, 1950, 
c. 1119, § 1, 64 Stat 1093, provided that: 

"Sec 1. (a) No duties or import taxes 

.Bhali be levied, collected, or payable un- 
der the Tariff Act of 19.30, as amended 
[section 1001 of Title lOJ, or under sec- 
tion 3425 of the Internal Revenue Code 
[this section] with respect to metal scrap, 
■or relaying and rerolling rails. 

"(b) The word 'sc^ap^ as used In this 
Act, shall mean all ferrous and nonfer- 
roiis materials and articles, of which 
ferrous or nonferrous metal is the com- 
ponent material of chief value, which are 
second-hand or waste or refuse, or are 
- obsolete, defective or damaged, and which 
-are fit only to be remanufactured. 

"Sec. 2, Articles of which metal Is 
fthe component material of chief value, 


other than ores or concentrates or crude 
metal, imported to be used in remanu- 
facture by melting, shall be accorded 
entry free of duty and import tax, upon 
submission of proof, under such regula- 
tions and within such time as the Secre- 
tary of the Treasury may prescribe, that 
they have been used in remamifacture by 
melting: Provided, however. That noth- 
ing contained in the provisions of this 
section shall be construed to limit or re- 
strict the exemption granted by section 
1 of this Act." 

Suspension of Taxes. Act May 22, 
1951, c. 108, 05 Stat. 46, as amended Peb« 
14, 1953, C. 4, 67 Stat. 4; June 30, 1954, a 
424, 08 Stat. 330, provided: 

"That the import tax imposed under 
section 3425 of the Internal Revenue 
Code [this section] shall not apply with 
respect to articles (other than copper 
sulfate and other than composition metal 
provided for in paragraph 1657 of the 
Tariff Act of 1930, as amended [section 
1201, par. 1657 of Title 19] which is 
suitable both in its composition and 
shape, without further refining or alloy- 
ing, for processing into castings, not 
including as castings Ingots or similar 
cast forms) entered for consumption or 
withdrawn from warehouse for consump- 
tion during the period beginning April 
1 , 1961, and ending with the close of 
June 30, 1955: Provided, That when, for 
any one calendar month during such 
period, the average market price of elec- 
trolytic copper for that month, in stand- 
ard shapes and sizes, delivered Con- 
necticut Valley, has been below 24 cents 
per pound, the TarifiC Commission, within 
fifteen days after the conclusion of such 
calendar month, shall so advise the Rros- 
ident, and the President shall, by proc- 
lamation, not later than twenty days 
after he has been so advised by lie 
Tariff Commission, revoke such sus- 
pension of the import tax Imposed undet 
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section 3425 of the Internal Eevenne 
Code [this section]. 

“In determining the average market 
price of electrolytic copper for each cal- 
endar month, the Tariff Commission la 
hereby authorized and directed to base 
its findings upon sources commonly re- 
sorted to by the buyers of copper in 
the usual channels of commerce, includ- 
ing, but not limited to, quotations of the 
market price for electrolytic copper, in 
standard shapes and sizes, delivered 


§3432 

Connecticut Talley, reported by the En- 
gineering and Mining JournaPs ‘Metal 
and Mineral Markets’,” 

Similar provisions were contained In 
Acts Mar. 31, 1949, c. 44, 63 Stat. 30 and 
Apr. 29, 1947, c. 45, 61 Stat. 66. 

lElTectivo Bate of Scrap Metal Tax Stis- 
pension. See section 2 of Act Sept. 30, 
1950, c, 1119, 64 Stat. 1093, as amended, 
set out as note under section 1001, par, 
301, of Title 19, Customs Duties. 


FABT 11.-— SPECIAL ADMINISTRATIVE PROVISIONS 

§ 3480. Applicability of tariff provisions 

The tax imposed by section 3420 shall be levied, assessed, collected, 
and paid in the same manner as a duty imposed by the Tariff Act of 1930, 
46 Stat. 590, 672 (XJ.S.C. Title 19, c. 4) and shall be treated for the pur- 
poses of all provisions of law relating to the customs revenue as a duty 
imposed by such Act, except that — 

(a) the value on which such tax shall be based shall be the sum of 

(1) the dutiable value (under section 603 of such Act) of the article, plus 

(2) the customs duties, if any, imposed thereon under any provision of 
law; 

(b) for the purposes of section 489 of such Act (relating to additional 
duties in certain cases of undervaluation) such tax shall not be consid- 
ered an ad valorem rate of duty or a duty based upon or regulated in any 
manner by the value of the article, and for the purposes of section 336 of 
such Act (the so-called flexible tariff provision) such tax shall not be 
considered a duty; 

(c) no drawback of such tax (except tax paid upon the importation 
of an article described in sections 3422, 3423, 3424, and 3426) shall be 
allowed under section 313(a), (b), or (f) of the Tariff Act of 1930 or 
any provision of law allowing a drawback of customs duties on articles 
manufactured or produced with the use of duty-paid materials; 

(d) such tax (except tax under sections 3422 to 3426, inclusive) shall 
be imposed in full notwithstanding any provision of law granting exemp- 
tion from or reduction of duties to products of any possession of the 
United States; and for the purposes of taxes under section 3422 to 3425, 
Inclusive, the term ‘‘United States" includes Puerto Rico. 63 Stat. 415. 

Histoxrioal Note 

ta Text. Such act, wher- Sections 503, 489 and 336, and 313(a), 
ever appearing, has reference to Tariff (b), and <f) of such act, referred to in 
Act of 1030, which is classified to chap- clauses <a-c), refer to sections of the 
ter 4 of Title 19, Customs Duties. Tariff Act of 1030, Said sections* are 

classified to sections 1503, 1488 and 1336, 
and 1313(a), (b), and (f) of Title 19, 
Customs Duties, respectively. 

§ 04SI. Eulos and regulations 

Th© Secretary shall prescribe and publish all needful rules and regula- 
tions for the enforcement of this subchapter. 63 Stat 41 6, 

§ 8432. Cross reference 

Por tax on Importation of sugar, see section 3500. 

63 Stat 416. 


T. 20h U.S.C.A,— 57 
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STJBCHAPTER C. — GENERAL. ADMINISTRATIVE PROVISIONS 

§ 3440. Beftnitioii of sale 

For the purposes of tliis chapter the lease of aa article (Including any 
renewal or any extension of a lease or any subsequent lease of such 
article) by the manufacturer, producer, or importer shall be considered 
a taxable sale of such article. 63 Stat. 416, amended Sept. 20, 1941, 12:15 
p. m.. F. S. T., c. 412, Title V, § 553(a), 65 Stat. 720. 

Historical Note 

1941 Amendment. Act Sept 20, 1941, Text of Amendatory Berenue Acts, 
inserted “inclnding any ♦ ♦ ♦, or im- Complete original text of Kevenue Acts 
porter" preceding “shall he considered”, amending this section, 1939 to date, sea 
and Bubstituted taxable” for “the” volumes “Title 26~Internal Bevenue 
preceding “sale”. Acts”. 

X:d:eetive Bate of 1941 Amendment. 

Act Sept. 20, 1941, was made effective on 
Oct. 1, 1941, by section 5S8 thereot 

§ 3441. Sale price 

(a) In determining, for the purposes of this chapter, the price for 
which an article is sold, there shall be included any charge for coverings 
and containers of whatever nature, and any charge incident to placing 
the article in condition packed ready for shipment, but there shall be 
excluded the amount of tax imposed by this chapter, whether or not stated, 
as a separate charge. A transportation, delivery, insurance. Installation, 
or other charge (not required by the foregoing sentence to be included) 
shall be excluded from the price only if the amount thereof is established 
to the satisfaction of the Commissioner, in accordance with the regula- 
tions. 

(b) If an article is — 

( 1 ) sold at retail ; 

(2) sold on consignment; or 

(S) sold (otherwise than through an arm’s length transaction) at less 
than the fair market price; 

the tax under this chapter shall (if based on the price for which the 
article is sold) be computed on the price for which such articles are sold, 
in the ordinary course of trade, by manufacturers or producers thereof, 
as determined by the Commissioner. 

(c) (1) In the case of (A) a lease, (B) a contract for the sale of an 
article wherein it is provided that the price shall be paid by installments 
and title to the article sold does not pass until a future date notwith- 
standing partial payment by Installments, (C) a conditional sale, or (D) 
a chattel mortgage arrangement wherein It Is provided that the sales 
price shall be paid in installments, there shall be paid upon each payment 
with respect to the article that portion of the total tax which is proportion- 
ate to the portion of the total amount to be paid represented by such pay- 
ment. 

(2) In the application of paragraph (1) to the articles with respect to 
which the rate of tax is increased by the Revenue Act of 1941 or by the 
Revenue Act of 1940, where the lease, contract of sale, or conditional' sale, 
and delivery thereunder — • 

(A) was made before July 1, 1940, the total tax referred to in 
paragraph (1) shall be the tax at the rate in force on June 30, 1940, 
and not at any greater rate ; or 

(B) was made after June 30, 1940, and before October 1, 1941, 
the total tax referred to in paragraph (1) shall be the tax at the rate 
In force on September 30, 1941, and not at any greater rate, 
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(3) Despite the provisions of paragraph (1), no tax shall be imposed 
with respect to any article not taxable under the law in existence on the 
day before the date of the enactment of the Revenue Act of 1941, if with 
respect to such article the lease, contract for sale, or conditional sale, and 
delivery thereunder, was made before October 1, 1941. 

(d) Repealed. Oct. 20, 1951, 2:07 p. m., E. S. T.. c. 521, Title IV, 
§ 488(a), 66 Stat. 536. 

53 Stat. 416, amended Sept. 20, 1941, 12:15 p. m,, E. S. T., e. 412, Title 

V, § 549, 55 Stat. 715; Oct. 21, 1942, 4:30 p. m., E. W. T., c. 619, Title 

VI, § 618(b), 66 Stat. 979; Oct. 20, 1961, 2:07 p. m., E. S. T., c. 521, 
Title IV, § 488(a), 65 Stat 536, 


Historical Note 


Beforcncos In Text. Revenue Act of 
1941, referred to in Bubsec (c) (2), is Act 
Sept. 20, 1941, c, 412, 55 Stat. 087, See 
volumes “Title 20— Internal Revenue 
Acts”. 

Revenue Act of 1940, referred to in 
subsec. (c) (2), Is Act June 25, 1940, c. 
419, 54 Stat. 616. See volumes “Title 26 — 
Internal Revenue Acts”. 

Date of enactment of Revenue Act of 
1941, referred to in subsec. (c) (3), was 
Sept, 20, 12:15 p. m., E.S.T., 1941. 

1951 Amendment. Subsee. (d) repealed 
by Act Oct 20, 1951. Trior to such 
repeal, said subsec. provided: “The pro- 
visions of this section shall not be ap- 
plicable with respect to the tax Imposed 
by section 3411. 

1943 Amendment. Subsee. (c) (1) 

amended by Act Oct 21, 1912, which In- 
serted clause (D). 

1941 Amendment. Subsoc. (c) amend- 
ed by Act Sept 20, 1941. 

Rffeetlv© Date of 1951 Amendment. 
IWociivc date of repeal of subsec, (d) of 


this section by Act Oct. 20, 1951, see notti 
under former section 3411 of this title. 

ElTective Date of 1943 Amendmcflat. 
Act Oct. 21, 1942, was made effective on 
the first day of the first month which 
began more than ten days after Oct 21, 
1942, 4:30 p. m., E.W.T., by section 601 
thereof. 

Effective Date of 1941 Amendment. 
Act Sept. 20, 1941, was made effective 
on, and applicable only with respect to 
the period beginning with, Oct. 1, 1941, 
by section 550(a) thereof. 

Treaty Obligations. Section 615 of Act 
Oct 20, 1951, provided that: “No amend- 
ment made by this Act [Act Oct 20, 
1951] shall apply in any case where its 
application would be contrary to any 
treaty obligation of the United States.” 

Text of Amendatory Revenue Acts. 
Complete original text of Revenue Acts 
amending this section, 1039 to date, see 
volumes “Title 26—Iuternal Revenue 
Acts”, 


§ 3442. Tax-froe sales 

Under regulations prescribed by the Commissioner -with the approval 
of the Secretary, no tax under this chapter shall be imposed with respect 
to the sale of any article — 

Cl) for use by the vendee as material In the manufacture or production 
of, or as a component part of, an article enumerated In this chapter; 

(2) for resale by the vendee for such use by his vendee, If such article 
Is in due course so resold; 

(3) for the exclusive use of any State, Territory of the United States, 
or any political subdivision of the foregoing, or the District of Columhia. 

li’or the purposes of this chapter the manufacturer or producer to whom 
an article is sold under paragraph (1) or resold under paragraph (2) shall 
be considered the manufacturer or producer of such article. The provi- 
sions of paragraphs (1) and (2) shall not apply with respect to tires. Inner 
tubes, or automobile radio or television receiving sets taxable under sec- 
tion 3404. 53 Stat. 416, amended Sept. 20, 1941, 12:15 p. m., B. S. T., 

c. 412, Title V, § 553(d), 66 Stat. 721; Feb. 26, 1944, 12:49 p. ra., B. W. 
T., c. 63, Title III, § 807(a) (6), 68 Stat. 66; Sept. 23, 1960, 8:18 p. m., 
B. D. T.. 0 . 994. Title VI, S 606(c) (2), 64 Stat. 865. 
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Historical Note 


195® Amejidmejit. Act Sept. 23, 1950, 
amended section by snbstituting “autt^ 
mobile radio or television receiving sets 
in lien of “automobile radio”. 

1944 Amefladment* Snbpar, (3) of flrs^ 
par. amended by Act Feb. 25, 1044:, -fThlcii 
changed “the United States, any State. 
Territory,” to read “any State, Territory 
of the United States,”. 

1941 Amendment. Act Sept. 20, 
inserted matter relating to automobile 
radios taxable under section 3404. 

Effective Bate of 1950 Amendments. 
Amendment of section by Act Sept. 23, 
1950, as effective only with respect to 
articles sold on or after the first day of 
the first month which begins more than 
10 days after Sept. 23, 1950. See note 
set out under section 2412 of this title. 

Effective Bate of 1944 Amendment. 
Act Feb. 25, 1944, was made applicable 
by section 307(b) (1), (b) (2) thereof 

which provided as follows*. 

“Despite the provisions of section 301, 
the amendments made by this section 
shall apply as follows: 

“ ‘(1) The amendments of sections 
2406(a). 3411(c), and 3442(3) (except as 
such section relates to the articles enu- 
merated in section 3404) of the Internal 
Revenue Code shall be applicable to sales 
made on or after the first day of the 
first month which begins three months or 
more after the date of the enactment of 
this Act. Such amendments shall not 
apply to deny an exemption otherwise 
applicable with respect to any article 
sold pursuant to a contract entered into 
prior to the effective date of the amend- 
ments, or to any agreement or change 
order supplemental to such contract 
hearing the same Government contract 
number. 

“ ‘(2) The amendments of sections 2700 
(b) (1), 3407, and 3442(3) (insofar as 
such section relates to the articles enu- 
merated in section 3404) of the Internal 
Revenue Code, shall be applicable to 
sales made on or after the first day of 
the first month which begins six months 
or more after the date of the termination 
of hostilities in the present war. Such 
amendments shall not apply to deny an 
exemption otherwise applicable with re- 
spect to any article sold pursuant to a 
contract entered into prior to the effec- 
tive date of the amendments, or to any 
agreement or change order supplemental 
to such contract bearing the same Gov- 
ernment contract number.’ ” 


Effective Bate of 1941 Amendment. 
Act Sept. 20, 1941, was made effective 
on Oct. 1, 1941, by section 558 thereof. 

Definition. Subsec. (b) <6) of Act 

Feb. 25, 1944, § 307, provided as follows: 
**(Q) For the purposes of this subsection 
the term “date of the termination of 
hostilities in the present war” means the 
date proclaimed by the President as the 
date of such termination, or the date 
specified in a concurrent resolution of 
the two Houses of Congress as the date 
of such termination, whichever is the 
earlier.” 

Exemptions. Subsec. (c) of Act Feb. 
25, 1944, § 307, as amended Nov. 8, 1945, 
5:17 p. m., E S.T., c. 453, Title III, § 303, 
59 Stat. 576, provided as follows: “Not- 
withstanding the amendments made by 
this section, the Secretary of the Treas- 
ury may authorize exemption from the 
taxes imposed by Chapter 19, 29, or 30 
of the Internal Revenue Code as to any 
particular articles or services, or class 
of articles or services, to be purchased 
for the exclusive use of the United States, 
if he determines that the imposition of 
such taxes with respect to such articles 
or services, or class of articles or serv- 
ices, will cause substantial burden or ex- 
pense which can be avoided by granting 
tax exemption and that the full benefit 
of such exemption, if granted, will ac- 
crue to the United States.” 

Termination of Hostilities. The ter- 
mination of hostilities of World War 11, 
for the purpose of determining the appli- 
cation of snbpar. (3) of this section as 
amonded by Act Fob. 25, 1044, cited to 
text, was proclaimed at 12 o’clock noon 
of December 31, IIMO, by Froc.No.2714, 
12 F.R. 1, pet out as note under section 
601 of Appendix to Title 50, War and 
National Defense. 

Treaty Obligations. Section 214 of 
Act Sept. 23, 1050, provided that: “No 
amendment made by this Act [Act Sept. 
23, 1950] shall apply in any case where 
its application would be contrary to 
any treaty obligation of the United 
States.” 

Text of Amendatory Revenue Acts. 
Complete original text of Revenue Acts 
amending this section, 1039 to date, see 
volumes “Title 26 — Internal Eovenue 
Acts”. 

legislative History: For legislative 
history and purpose of Act Sept. 23, 
1950, see 1950 U.S.Code Cong. Service,. 

p. 3053. 


§ 3443. Credits and refunds 

(a) A credit against tax under this chapter, or a refund, may be allowed 
or made^ — 

(1) to a manufacturer or producer, in the amount of any tax under 
this chapter which has been paid with respect to the sale of — 

(A) any article (other than a tire, inner tube, or automobile radio 
or television receivinir set taxable under section 3404) purchased by 
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Mm and used by him as material in the manufacture or production 
of, or as a component part of, an article with respect to which tax 
under this chapter has been paid, or which has been sold free of tax 
by virtue of section 3442, relating to tax-free sales; 

(B) any article described in section 3404(b) purchased by him 
and used by him as material in the manufacture or production of, or 
as a component part of, communication, detection, or navigation re- 
ceivers of the type used in commercial, military, or marine installa- 
tions if such receivers have been sold by him to the United States 
for its exclusive use. 

(2) to any person who has paid tax under this chapter with respect 
to an article, when the price on which the tax was based is readjusted by 
reason of return or repossession of the article or a covering or container, 
or by a bona fide discount, rebate, or allowance; in the amount of that 
part of the tax proportionate to the part of the price which is refunded or 
credited. 

(3) to a manufacturer, producer, or importer, in the amount of tax 
paid by him under this chapter with respect to the sale of any article to 
any vendee, if the manufacturer, producer, or Importer has in his posses- 
sion such evidence as the regulations may prescribe that — 

(A) such article was, by any person — 

(11 resold for the exclusive use of any State, Territory of the United 
States, or any political subdivision of the foregoing, or of the District of 
Columbia, or. in the case of musical Instruments embraced in section 3404 
(d), resold for the use of any religious or nonprofit educational institution 
for exclusively religious or educational purposes; 

(ii) used or resold for use for any of the purposes, but subject to the 
conditions, provided in section 3461; 

(iii) in the case of lubricating oils, used or resold for nonlubricating 
purposes; 

(iv) in the case of unexposed motion picture films, used or resold for 
use in the making of news reel motion picture films. 

(v) in the case of articles taxable under section 3403(c) (other than 
spark plugs, storage batteries, loaf springs, coils, timers, and tire chains), 
used or resold for use as repair or replacement parts or accessories for 
farm equipment (other than equipment taxable under subsection (a) or 

(b) of section 3403); 

(vi) in the case of a communication, detection, or navigation receiver 
of the type used in commercial, military, or marine installations, resold, 
to the United States for its exclusive use. 

(B) The manufacturer, producer, or importer has repaid or agreed to 
repay the amount of such tax to the ultimate vendor or has obtained the 
consent of the ultimate vendor to the allowance of the credit or refund. 

(b) Credit or refund under subsection (a) shall be allowed or made 
only upon compliance with regulations prescribed by the Commissioner 
with the approval of the Secretary. 

(c) Interest shall be allow’ed at the rate of 6 per centum per annum 
with respect to any amount of tax under this chapter credited or refunded, 
except that no Interest shall be allowed with respect to any amount of tax 
credited or refunded under the provisions of subsection (a) hereof. 

(d) No overpayment of tax under this chapter shall be credited or 
refunded (otherwise than under subsection (a)), in pursuance of a court 
decision or otherwise, unless the person who paid the tax establishes, In 
accordance with regulations prescribed by the Commissioner with the 
approval of the Secretary, (1) that he has not included the tax in the 
price of the article with respect to which It was Imposed, or collected the 
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amount of tax from the vendee, or (2) that he has repaid the amount of 
the tax to the ultimate purchaser of the article, or unless he flies with the 
Commissioner written consent of such ultimate purchaser to the allow- 
ance of the credit or refund. 63 Stat. 417, amended Sept. 20, 1941, 12:15 
p. m., B. S. T., e. 412, Title V. § 553(c). (d), 65 Stat. 721; Feb. 25. 1944, 
12:49 p. m., B. "W. T., c. 63, Title III, § 307(a) (6), 58 Stat. 65; July 3, 
1948, c. 829, § 6, 62 Stat. 1260; Sept. 23, 1950, 3:16 p. m., E. D. T., c. 
994, Title VI, §§ 605(c), (8). 609, 64 Stat. 965, 966; Oct. 20, 1961, 2:07 
p. m.. E. S. T., c. 621, Title IV, §§ 481(f), 482(c), (d), 65 Stat. 532; 
Mar. 31, 1954, c. 126, Title V, § 507(a) (2), 68 Stat. 44. 


Historical Not© 


1954 AmendBaeat. Snbsec. (a) (3) (A) 
amended by Act Mar. 81, 1954, •which re- 
pealed a clause (iii) relating to credit 
or refund “in the case of products [for- 
merlflr] embraced” in subsec. (c) (2) of 
section 3412 of this title used or resold 
for use otherwise than as fuel for 
the propulsion of motor ■srehicles, motor 
boats, or airplanes, and otherwise than 
in the production of such fuel, with an 
exception with respect to gasoline (the 
provisions of such clause now being 
covered by sections 2450 et seq , of this 
title), and redesignated clauses (iv), (v), 
(Vi), and (vii) as “(iii)”, “(iv)”, “(v)”. 
and **(vi)”, respectively. 

1951 Amendment. Subsec. (a) (1) 

amended by Act Oct. 20, 1951, § 482(c), 
to allow a manufacturer or producer of 
navigation receivers a credit or refund 
of tax paid on articles taxable under 
section 3404(b) purchased for use by him 
in the manufacture or production of. or 
as a component part of, navigation re- 
ceivers if such receivers have been sold 
by him to the United States for its ex- 
clusive use. 

Subsec. (a) (3) <A) amended by Act 
Oct. 20, 1951, U 481(f), 482(d), which add- 
ed clauses (vi) and (vii). 

1950 Amendattcnt. Suhsec. (a) (1) 

amended by Act Sept. 23, 19D0, § 605(c) 
(3), which substituted “automobile ra- 
dio or television receiving set” in lieu 
of “automobile radio” wherever appear- 
ing. 

Subsec. (a) (3) (a) (1) amended by Act 
Sept. 23, 1950, to make it subject to the 
provisions of section 3491 of this title. 

1948 Amendment. Subsec. (a) (3) (A) 
(i) amended by Act July 8, 1948, which 
added provisions relating to musical In- 
struments. 

1944 Amendment. Subsec. (a) (3) (A) 
(i) amended by Act Feb 25, 1944, which 
changed “the United States, any State, 
Territory of tfie United States,” to read 
“any State, Territory of the United 
States,”. 

1941 Amendment. Subsee. (a) <1) 

amended and subsec. (a) <3) (A) (v) add- 
ed by Act Sept. 30, 1941, § 553(d), (c). 
respectively. 

Flfeotlve Bate of 1954 Amendment. Ef- 
fective date of amendment of subsec. (a) 
<3) (A) of this section by Act Mar, 81, 


1954, as May 1, 1954, see note preceding 
section 2450 of this title. 

Effective Bate of 1951 Amendment. 
Section 482(f) of Act Oct. 20, 1951 pro- 
vided that the amendment to subscc, (a) 
(1) of this section by section 482(c) of 
such Act should be applicable with re- 
spect to articles used in receivers sold to 
the United States on or after the first 
day of the first month which begins 
more than ten days after the enactment 
of such Act (Oct. 20, 1951) ; and that 
the amendment to subsec. (a) (3) (A) of 
this section (adding clause (vii) to such 
subsec. (a) (3) (A)), should be applica- 
ble with respect to articles resold to 
the United States on or after such first 
day. 

Section 481(g) of Act Oct. 20, 1051 pro- 
vided that the amendment of subsec. (a) 
(3) (A) of this section by section 481(f) 
of such Act (adding clause (vi) to such 
subsection (a) (3) (A)), should be ef- 
fective with respect to articles x>urchased 
(by the user thereof) on or after the first 
day of the first month which begins more 
than ten days after the date of enact- 
ment of such Act (Oct 20, 1951), 

Effective Bate of 1950 Amondments, 
Amendment of subsec. (a) (1) by Act 
Sept 23, 1950, § 605(c) (3), as effective 
only with respect to articles sold on or 
after the first day of the first month 
which begins more than 10 days after 
.Sept 23, lO-SO, see note set out under 
section 2412 of this title. 

Amendment of subsec. (a) (S) (A) 

(li) by Act Sept. 23, 1950, | 009, was 
made effective with respect to articles 
purchased (by the user thereof) on or 
after the first day of the first month 
which begins more than 10 days after 
Sept. 23, 1950, by said section 609. 

Effective Bat© of 1944 Amendmmit, 
Act Feb. 26, 1044, § 307 (a) (6), was mad© 
effective by section 307(b) (3) thereof 
which provided as follows: “Bespit© the 
provisions of section 801, th© amendments 
made by this section shall apply as fol- 
lows: ‘(3) The amendment of section 
3443(a) (8) (A) (I) of the tnternal Rer- 
enue Code shall not apply to deny th© 
allowance of a credit or refund, other- 
wise allowable, with respect to the sale 
of any article by any person to the 
United States (A) prior to the date on 
which sales of such article to the United 
States become taxable^ or (B) pursuant 
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to a contract entered Into prior to anch 
date, OP to any agreement or change or- 
der aupplemental to such contract bear- 
ing the same Government contract num- 
ber.* ’» 

Xiffeollvo Bate of 1941 Amendment. 
Act Sept. 20, 1041, was made effective on 
Oct 1, 1941, by section 658 thereof. 

Xixception of Certain Taxes from 1954 
Amendment. Act Mar. 31, 1954, § 507(a) 
(2), which amended subsec. (a) (3) (A) 
of this section, excepted from such 
amendment “any liquid with respect to 
which tax was paid under section 3412 
as in effect prior to the effective date’* of 
such section 607. See 1954 amendment 
note under section 3412 of this title, and 
for effective date of such section 507, see 
note preceding section 2450 of this title. 

Xixemptlons. Subsec. (c) of Act Feb. 
25, 1944, fi S07, as amended Nov. 8, 1945, 
6:17 p. m., F.S.T., c. 463, Title III. § 
303, W Stat. 676, provided as follows: 
“Notwithstanding the amendments made 
by this section, the Secretary of the 
Treasury may authorize exemption from 
the taxes imposed by Chapter 19, 29, or 
30 of the Internal Revenue Code as to 
any particular articles or services, or 
class of articles or services, to be pur- 
chased for the exclusive use of the 
United States, if he determines that the 


Imposition of such taxes with respect 
to such articles or services, or class of 
articles or services, will cause substan- 
tial burden or expense which can be 
avoided by granting tax exemption and 
that the full benefit of such exemption, 
If granted, will accrue to the United 
States.” 

Treaty Obligations. Section 615 of Act 
Oct, 20, 1951, provided that: “No amend- 
ment made by this Act [Act Oct. 20, 
19613 shall apply in any case where 
Its application would be contrary to any 
treaty obligation of the United States.** 

Similar provisions were contained In 
the following Act: 

1950— Sept. 23, 1950, 3:16 p. m., B.D.T.. 
c. 994, Title II, { 214, 64 Stat 937. 

Text of Amendatory Bevenue Acts. 
Complete original text of Revenue Acts 
amending this section, 1939 to date, see 
volumes **Title 26 — Internal Revenue 
Acta**. 

^Legislative History* For legislative 
history and purpose of Act Mar. 31, 
1954, see 1954 U.S.Code Cong, and Adm. 
News, p. 2055, See, also, Acts Oct. 20, 
1951, 1961 U.S.Code Cong.Service, p. 1781; 
Sept. 23, 1960, 1950 U.S.Code Cong.Serv- 
ice, p. 3063; July 3. 1948, 1948 U.S.Code 
Cong.Service, p. 2337. 


§ 8444. Use by majanfacturer, producer, or importer 

(a) If— 

(1) any person manufactures, produces, or imports an article (other 
than a tire, inner tube, or automobile radio or television receiving set tax- 
able under section 3404) and uses it (otherwise than as material in the 
manufacture or production of, or as a component part of, another article 
to be manufactured or produced by him which will he taxable under this 
chapter or sold free of tax by virtue of section 3442, relating to tax-free 
sales) ; or 

(2) any person manufactures, produces, or imports a tire, inner tube, 
or automobile radio or television receiving set taxable under section 3404 
and sells it on or in connection with, or with the sale of, an article taxable 
under section 3403(a) or (b), relating to the tax on automobiles, or uses 
tt; 

he shall be liable for tax under this chapter in the same manner as if such 
article was sold by him, and the tax (if based on the price for which the 
article is sold) shall be computed on the price at which such or similar 
micles are sold, in the ordinary course of trade, by manufacturers, pro- 
ducers, or importers thereof, as determined by the Commissioner. 

(b) This section shall not apply with respect to the use by the manu- 
facturer, producer, or Importer of articles described in section 3404(b) 
if such artieles are used by him as material In the manufacture or pro- 
duction of, or as a component part of, communication, detection, or navi- 
gation receivers of the type used In commercial, military, or marine in- 
stallations if such receivers are to be sold to the United States for its 
exclusive use, 53 Stat. 418, amended Sept. 20, 1941, 12:15 p. m., B. S* T., 
c, 412, Title V, § 563(d), 55 Stat. 721; Sept. 28, 1960, 3:15 p. m., E. D. 
T,, c* 904, Title VI, § 605(c) (3), 64 Stat. 965; Oct 20, 1951, 2:07 p. m., 
B, a T„ c. 521. Title IV, S 482 (e), 65 Stat. 684. 
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Historical Jfoto 


1951 Amendment. Snbsec. (b) amended 
by Act Oct. 20, 1951, to exempt, from tbe 
tax imposed by this section, articles tax- 
able Tinder section 34:04:(b) of this title 
Tised on the manufacture or production 
of, or as a component part of, navigation 
receivers sold to the United States for its 
exclusive use. 

1950 Amendment. Sub sec. (a) amended 
by Act Sept. 23, 1950, which substituted 
"'automobile radio or television receiv- 
ing set” in lieu of “automobile radio* 
wherever appearing. 

1941 Amendment. Subsec. (a) amended 
by Act Sept. 20, 1941, to make it appli- 
cable to automobile radios. 

Mective Date of 1»51 Amendment. 
Section 482(f) of Act Oct, 20, 1951 pro- 
vided that the amendment by that Act 
to subsec. (b) of this section should he 
applicable with respect to articles used 
In receivers sold to the United States on 
or after the first day of the first month 
which begins more than ten days after 
the date of the enactment of such Act 
(Oct 20, 1951). 


Effective Date o-f 1050 Amendment. 
Amendment of subsec. (a) by Act Sept. 
23, 1950, as effective only with respect 
to articles sold on or after the first 
day of the first month which begins more 
than 10 days after Sept. 23, 1950, see note 
set out under section 2412 of this title. 


Effective Date of 1941 Amendment. 
Act Sept. 20, 1941, was made effective on 
Get. 1, 1941, by section 658 thereof. 


Treaty Obligations. Section 615 of Act 
Oct. 20, 1951, provided that: '"No amend- 
ment made by this Act [Act Oct. 20, 
1951] shall apply in any case where its 
application would be contrary to any 
treaty obligation of the United States.” 

Similar provisions were contained in 
the following Act; 


1950— Sept. 23, 1950, 3:15 p. m., U.B.T., 
c. 994, Title II, § 214, 64 Slat. 937. 


Text of Amendatory Bevenuo Acts. 
Complete original text of Eevenue Acts 
amending this section, 1939 to date, see 
volumes “Title 26— Internal Eevenue 
Acts”. 


§ 3445. Sales by others than, mamifactnrer, producer, or Importer 
In case any person acquires from the manufacturer, producer, or Im- 
porter of an article, hy operation of law or as a result of any tmnsaction 
not taxable under this chapter, the right to sell such article, the sale of 
such article by such person shall be taxable under this chaptw as if 3?^® 
by the manufacturer, producer, or Importer, and such person shall he liable 

for the tax. 53 Stat. 418. 


§ 3446. Exemption of articles manufactured! or produced hy Indians 
No tax shall be imposed under this chapter on any article of native 
Indian handicraft manufactured or produced by Indians on Indian reser- 
vations, or iu Indian schools, or by Indians under the jurisdiction of the 
United States Government in Alaska. 63 Stat. 418. 


§ S447. Contracts prior to May 1, 1932 

(a) If (1) any person has, prior to May 1, 1932, made a bona fide 
contract for the sale, after the tax takes effect, of any article in respect 
of the sale of which a tax is imposed under this chapter, or in respect of 
which a tax is imposed under this subsection, and (2) such contract does 
not permit the adding to the amount to be paid under such contract, of the 
whole of such tax, then (unless the contract prohibits such addition) the 
vendee shall, in lieu of the vendor, pay so much of the tax as is not so per- 
mitted to be added to the contract price. If a contract of the character 
above described was made with the United States, no tax shall be collected 
under this chapter. If any article has, under a contract of the character 
above described, been delivered, prior to June 21, 1932, to any person 
(other than a dealer or other than a person Intending to use the article as 
material in the manufacture or production of another article, or to sell 
it on or in connection with, or with the sale of, another article), no tax 
shall be collected under this chapter. 

(b) The taxes payable by the vendee shall he paid to the vendor at 
the time the sale is consummated, and shall be collected, returned, and 
paid to the United States by such vendor In the same manner as provided 
in section 3467. In case of failure or refusal by the vendee to pay such 
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taxes to tlie vendor, the vendor shall report the facts to the Commissioner^ 
who shall cause collection of such taxes to be made from the vendee. 

(c) Repealed. Oct. 20, 1951, 2:07 p. m., E. S. T., c. 521, Title IV, § 48S 
(a), 65 Stat. 536. 

53 Stat. 418, amended Oct, 20, 1951, 2:07 p. m., E. S. T., c. 521, Title 
IV, § 488 (a), 65 Stat. 536. 


Historical Not© 


1951 Amondment. Snlisec (c) repealed 
by Act Oct. 20, 1951. Trior to such re- 
peal, said subsec provided : 

“(c) The provisions of this section 
shall not be applicable with respect to 
the tax imposed by section 3111 ” 

EKToctivo Date of 1951 Amendment. 
Effective date of repeal of subsec. (c) 
of this section by Act Oct. 20, 1951, see 
nolo under former section 3411 of this 
title. 


Treaty Oblig-etiens. Section 615 of Act 
Oct 20, 1051, provided that: “No amend- 
ment made by this Act [Act Oct. 20, 
1951] shall apply m any case where its 
application would be contrary to any 
treaty obligation of the United States.” 

Text of Amendatory Bevenuo Acts. 
Complete original text of Revenue Acts 
amending this section, 1939 to date, see 
volumes “Title 26 — Internal Revenue 
Acts”. 


§ S448. Return and payment of manufacturers’ taxes 

(a) Every person liable for any tax imposed by this chapter other than 
taxes on importation shall make monthly returns under oath in dupli- 
cate and pay the taxes imposed by this chapter to the collector for the 
district in which is located Ms principal place of business or, if he has 
no principal place of business in the United States, then to the collector 
at Baltimore, Maryland. Such returns shall contain such information 
and be made at such times and in such manner as the Commissioner, 
with the approval of the Secretary, may by regulations prescribe. 

(b) The tax shall, without assessment by the Commissioner or notice 
from the collector, be due and payable to the collector at the time so 
fixed for filing the return. If the tax is not paid when due, there shall 
be added as part of the lax interest at the rate of 6 per centum per 
annum from the time when the tax became due until paid. 53 Stat. 
419. 


§ S440. Applicability of administrativo provisions 

All provisions of law (including penalties) applicable in respect of the 
taxes imposed by section 2700 shall, in so far as applicable and not in- 
consistent with this chapter, be applicable In respect of the taxes im- 
posed by this chapter. 53 Stat 419. 

§ S4I50, Rules and regulations 

The Commissioner, with the approval of the Secretary, shall prescribe 
and publish all needful rules and regulations for the enforcement of this 
chapter in so far as it relates to the taxes on articles sold by the manu- 
facturer, producer, or importer. 53 Stat. 419. 

§ 3451. Exemption from tax of certain supplies for vessels 

Under regulations prescribed by the Commissioner, with the approval 
of the Secretary, no tax under this chapter shall be imposed upon any 
article sold for use as fuel supplies, ships' stores, sea stores, or legiti- 
mate equipment on vessels of war of the United States or of any foreign 
nation, vessels employed in the fisheries or in the whaling business, or 
actually engaged in foreign trade or trade between the Atlantic and 
Pacific ports of the United States or between the United States and any 
of its possessions. Articles manufactured or produced with the use of 
articles upon the importation of which tax has been paid under tMs 
chapter, if laden for use as supplies on such vessels, shell be held to be 
exported for the purposes of section 3430. The term "Teiwiels'* as used in 
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this section includes dvU aircraft employed in foreign trade or trade' 
between the United States and any of its possessions, and the term 'Ves- 
sels of war of the United States or of any foreign nation" includes air- 
craft owned by the United States or by any foreign nation and constitut- 
ing a part of the armed forces thereof. The privileges granted under 
this section in respect of civil aircraft employed in foreign trade or trade 
between the United States and any of its possessions, in respect of air- 
craft registered in a foreign country, shall be allowed only If the Secre- 
tary of the Treasury has been advised by the Secretary of Commerce 
that he has found that such foreign country allows, or will allow, substan- 
tially reciprocal privileges in respect of aircraft registered in the United 
States. If the Secretary of the Treasury is advised by the Secretary of 
Commerce that he has found that a foreign country has discontinued 
or will discontinue the allowance of such privileges, the privileges grant- 
ed under this section shall not apply thereafter in respect of civil air- 
craft registered in that foreign country and employed in foreign trade 
or trade between the United States and any of Its possessions. 63 Stat. 
419. 

Historical Note 

Special Motor Fuels j Exemption from special motor fuels under section 2450(b) 

Tax. Tax exemption provided in this of this title, see section 2456 of this title, 

section as applicable to tax imposed on 

§ 8452. Repealed. Sept. 20, 1941, 12:15 p. m., E. S. T., c, 412, Title 
V, § 501, 55 Stat. 706. 

Historical Note 

Section, Act Feb. 10, 1939, c. 2, § 3452, of articles taxable under section 3403, re- 

53 Stat. 420, was amended by Acts June lating to the tax on automobiles, etc., or 

29, 1939, 10 p. m„ E.S.T., c. 247, Title I, section 3400, relating to the tax on tires 

§ 1, 53 Stat. 862; June 25, 1940, 11:45 a. and inner tubes), shall be taxable under 

m. B.S.T., c. 419, Title II, § 209, 64 Stat. this chapter.*' 

K22 

Text of Amendatory Kevenue Acts. 

Section As Originally Enacted: Complete original text of Revenue Acts 

^'8 8452. Expiration date amending this section, 1939 to date, see 

“No sale or importation after June 30, volumes “Title 26 — Internal Revenue 
1939 (or after July 31, 1939, in the case Acts“. 

§ 3458. Existing contracts 

(a) Tax Payable by Vendee. If (1) any person has, prior to the effec- 
tive date of Part V of Title V of the Revenue Act of 1941, made a bona 
fide contract for the sale on or after such date, of any article with respect 
to the sale of which a tax is imposed by that Act or an existing rate of 
tax Is increased by that Act, and (2) such contract does not permit the 
adding to the amount to be paid under such contract of the whole of 
such tax or increased rate of tax, then (unless the contract prohibits such 
addition) the vendee shall, in lieu of the vendor, pay so much of the ta:x 
as is not so permitted to be added to the contract price. 

(b) Tax Paid to Vendor. Taxes payable by the vendee shall be palh 
to the vendor at the time the sale is consummated, and shall be collected 
and paid to the United States by the vendor in the same manner as pro- 
vided in section 3467. In case of failure or refusal by the vendee to pay 
such taxes to the vendor, the vendor shall report the facts to the Com- 
missioner who shall cause collection of such taxes to be made from the 
vendee. Added Sept. 20, 1941, 12:15 p. m., E. S. T.. c. 412, Title V, 
§ 653(b), 66 Stat. 720. 

Historical Note 

Beferencet la Text. Effective date of Effective Hate. Act Sept, 20, 194X, was 
Part V of Title V of the Revenue Act made effective on Oct X 1941, by section 
of 1941, referred to in subsec. (a) (1), 558 thereot 

commenced on Oct. 1, 1941. See “Effec- 
tive Date” note under tMs section. 
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CHAPTER 30— TRANSPORTATION AND 
COMMUNICATION 

SUBCHAPTER A. — TRANSPORTATION OF OIL BY FIFE LINE 
Sec. 

3460. Tax. 

3461. Returns. 

3462. Publicity of returns. 

SUBCHAPTER B.— TELEGRAPH, TELEPHONE, RADIO, AND CABLE 

FACILITIES 

3465. Imposition and rate of tax, 

3466. Exemption from tax. 

3467. Returns and payment. 

3468. Cross reference. 

SUBCHAPTER C.— TRANSPORTATION OF PERSONS 

3469. Tax on transportation of persons, etc. 

SUBCHAPTER D.— ADMINISTRATIVE PROVISIONS 

3470. Payment of taxes. 

3471. Refunds and credits. 

3472. Regulations. 

3473. Applicabilify of administrative provisions. 

3474. Effective date of chapter. 

SUBCHAPTER E.— TRANSPORTATION OF PROPERTY 
8475. Transportation of property. 


SUBCHAPTER A. — TRANSPORTATION OP OIL BY PIPE LINE 

§ 3460. Tax 

(a) Oornpntotion and payment. There shall be Imposed upon all trans- 
portation of crude petroleum and liquid products thereof by pipe line — 

(1) A tax equivalent to 4% per centum of the amount paid for such 
transportation, to be paid by the person furnishing such transportation. 

(2) In case no charge for transportation is made, either by reason of 
ownership of the commodity transported or for any other reason, a tax 
equivalent to 4^ per centum of the fair charge for such transportation, 
to be paid by the person furnishing such transportation. 

(3) If (other than in the case of an arm's length transaction) the 
payment for transportation is less than the fair charge therefor, a tax 
equivalent to 4 per centum of such fair charge, to be paid by the per- 
son furnishing such transportation. 

(h) FMr charge detoed, Eor the purposes of this section, the fair 
charge for transportation shall be computed — 

(1) from actual bona fide rates or tariJfs, or 

(2) if no such rates or tariffs exist, then on the basis of the actual 
bona fide rates or tariffs of other pipe lines for like services, as deter- 
mined by the Commissioner, or 

(3) if no such rates or tariffs exist, then on the basis of a reasonable 
charge for such transportation, as determined by the Commissioner. 
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(c) Exempt transportation. For the purposes of this section, the term 
‘‘transportation'* shall not include any movement through lines of pipe 
within the premises of a refinery, a bulk plant, a terminal, or a gasoline 
plant, if such movement is not a continuation of a taxable transportation. 
The crossing of rights-of-way, streets, highways, railroads, levees, or 
narrow bodies of water, in connection with such a movement, shall not 
of itself constitute such movement as being “transportation". 53 Stat. 
421, amended June 29, 1939, 10 p. m., E. S. T., c. 247, Title I, § 1, 53 
Stat. 862; June 25, 1940, 11:45 a. m., E. S. T., c. 419, Title II, § 209, 
54 Stat. 522; Sept. 20, 1941, 12:15 p. m., E. S. T., c. 412, Title V, §§ 
502, 521(a) (22), 55 Stat. 706, 707; Oct. 21, 1942, 4:30 p. m., E. W. T., 
c. 619, Title VI, § 616, 56 Stat. 978. 


Historical Note 


1043 Amendment. Subsec. (c) added by 
Act Oct. 21, 1942. 

1941 Amendment. Subsec. (a) amended 
by Act Sept 20, 19-11, §§ 502, 521(a) (22). 
S’ormer struck out “originating before 
July 1, 1945” at end of opening par., 
and latter substituted “4% per centum” 
for “4 per centum”. 

1940 Amendment. Subsec. (a) amended 
by Act June 25, 1940, which struck out 
•“1941” and inserted in lieu thereof “19-15”. 

1939 Amendment. Subsec. (a) amended 
by Act June 29, 1939, by substituting 
■“1941” for “1939.” 

Effective Bate of 1943 Amendment. 
Act Oct. 21, 1942, was made effective on 
the first day of the first month which 
began more than ten days after Oct. 21, 
1942, 4:30 p. m., B.W.T., by section 601 
thereof. 

Effective Bate of 1941 Amendment. 

The rates specified in Act Sept 20, 1941, 
were made effective on, and applicable 
only with respect to the period after the 
date of enactment of that Act, by section 
521(b) thereof. 


Exemptions. Subsec. (c) of Act Feb. 
25, 1944, c. 63, Title III, § 307, 58 Stat. 
66, as amended Nov. 8, 1945, 5:17 p. m., 
EST, c. 453, Title III, § 303, 59 Stat. 
576, provided as follows: “Notwithstand- 
ing the amendments made by this sec- 
tion, the Secretary of the Treasury may 
authorize exemption from the taxes im- 
posed by Chapter 19, 29, or 30 of the In- 
ternal Revenue Code as to any particular 
articles or services, or class of articles 
or services, to be purchased for the ex- 
clusive use of the United States, if he de- 
termines that the imposition of such tax- 
es with respect to such articles or serv- 
ices, or class of articles or services, will 
cause substantial burden or expense 
which can be avoided by granting tax 
exemption and that the full benefit of 
such exemption, if granted, will accrue 
to the United States.” 

Text of Amendatory Revenue Acts. 
Complete original text of Revenue Acts 
amending this section, 1939 to date, see 
volumes “Title 26— Internal Eevenuo 
Acts”, 


§ 3461, Returns 

Every person liable for the tax imposed under section 3460 shall make 
monthly returns under oath in duplicate and pay such taxes to the col- 
lector for the district in which is located his principal place of business 
or, if he has no principal place of business in the United States, then to 
the collector at Baltimore, Maryland. Such returns shall contain such 
information and be made at sucb times and in such manner as the Com- 
missioner, with the approval of the Secretary, may by regulations pre- 
scribe. 63 Stat 422. 

§ 3462. Publicity of returns 

For provisions with respect to publicity pf returns under this subchapter, see sub- 
section (a) (2) of section 

63 Stat 422. 
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SUBCHAPTER B. — TELEGRAPH, TELEPHONE, RADIO, AND CABLE 

FACILITIES 

§ 3465. Imposition and rate of tax 

(a) There shall be imposed: 

<1) Telephone and telegraph, etc, 

(A) On the amount paid within the United States for each telephone 
or radio telephone message or conversation for which the toll charge is 
more than 24 cents, a tax equal to 10 per centum of the amount so paid. 
If a bill is rendered the taxpayer for the services described in this sub- 
paragraph, the amount upon which the tax shall be based shall be the 
sum of all such charges included in the bill, and the tax shall not be based 
upon the charge for each item, separately, included in the bill. 

(B) On the amount paid within the United States for each telegraph, 
cable, or radio dispatch or message a tax equal to 10 per centum of the 
amount so paid. If a bill is rendered the taxpayer for the services de- 
scribed In this subparagraph, the amount upon which the tax at each 
of the rates in this subparagraph shall be based shall be the sum of all 
such charges at that rate included in the bill, and the tax shall not be 
based upon the charge for each item, separately, included In the bill. 
If the tax under subparagraph (A) or (B) is paid by inserting coins in 
coin-operated telephones, the tax shall be computed to the nearest mul- 
tiple of 5 cents, except that where the tax is midway between multiples 
of 5 cents, the next higher multiple shall apply. Only one payment of a 
tax Imposed by subparagraph (A) or (B) shall be required notwithstand- 
ing the lines or stations of one or more persons are used in the trans- 
mission of such dispatch, message, or conversation. 

(3) Leased wires, etc. 

(A) A tax equivalent to 10 per centum of the amount paid for leased 
wire, teletypewriter, or talking circuit special service, but not including 
an amount paid for leased wire, teletypewriter, or talking circuit special 
service used exclusively in rendering a service taxable under subpara- 
graph (B). 

(B) A tax equivalent to 8 per centum of the amount paid for any 
wire and equipment service (including stock quotation and information 
services, burglar alarm or fire alarm service, and all other similar serv- 
ices, but not including service described in subparagraph (A)). 

(3) Local telephone service. A tax equivalent to 10 per centum of the 
amount paid by subscribers for local telephone service and for any other 
telephone service in respect of which a tax is not payable under para- 
graph (1) or (2). Amounts paid for the Installation of instruments, 
wires, poles, switchboards, apparatus, and equipment shall not be consid- 
ered amounts paid for service. Service paid for by inserting coins in coin- 
oporated telephones available to the public shall not be subject to the 
tax Imposed by this paragraph, except that where such coin-operated 
telephone service is furnished for a guaranteed amount, the amounts 
paid under such guarantee plus any fixed monthly or other periodic 
•charge shall be subject to the tax. 

(b) This section shall not apply to the amount paid for so much of 
the service described in paragraph (2) of subsection (a) as is utilized 
in the conduct, by a common carrier or telephone or telegraph company 
-or a radio broadcasting station or network, of its business as such. 53 
Stat. 422, amended June 29, 1939, 10 p, m., E. S. T., c. 247, Title I, 
§ 1, 58 Stat. 862; June 26. 1940, 11:46 a. m., E. S. T.. c. 419, Title II, 
I 209, 64 Stat. 622; Sept. 20, 1941, 12:16 p. m„ B. S. T.. c. 412, TiUe 
X ! 648, 66 Stat. 714; Oct 21, 1942, 4:80 p. m.; E. W. T., c. 619, Wtle 
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YI, § 606(a), 56 Stat. 976; Mar. 31, 1954, c. 126, Title IV, § 401(a)- 
(d). 68 Stat. 41. 


Historical Note 


19S4 Amendments. Subsec. (a) (1) (A) 
amended by Act Mar. 31, 1954, § 401(a), 
wbicli substituted “10 per centum” for 
“20 per centum”. 

Subsec. (a) (1) (B) amended by Act 
Mar. 31, 1954, § 401(b), whicb substituted 
“10 per centum of the amount so paid” 
for “15 per centum of the amount so paid, 
except that in the case of each interna- 
tional telegraph, cable, or radio dispatch 
or message the rate shall be 10 per cen- 
tum”. 

Subsec. (a) (2) (A) amended by Act 
Mar. 31, 1954, § 401(c), which substituted 
“10 per centum” for “15 per centum”. 

Subsec. (a) (2) (B) amended by Act 
Mar. 31, 1954, § 401(d), which substituted 
“8 per centum” for “5 per centum”. 

1942 Amendment. Act Oct. 21, 1942, 
amended section in its entirety. 

1940 Amendment. Act June 25, 1940, 
struck out “1941” and inserted in lieu 
thereof “1945”. 

1939 Amendment. Date “1941” was 
substituted for “1939” by Act June 29, 
1939. 

Effective Date of 1954 Amendments. 
Section 402(a), (b) of Act Mar. 31, 1954, 
provided : 

“(a) In general. Subject to the provl- 
sions of subsection (b), the amendments 
made by section 401 [to this section] 
shall apply with respect to amounts paid 
on or after April 1, 1954, for ser^ces 
rendered on or after such date. 

“(b) Amounts paid pursuant to bills 
rendered. The amendments made by sec- 
tion 401 shall not apply with respect to 
amounts paid pursuant to bills rendered 
before April 1, 1954. In the case of 
amounts paid pursuant to bills rendered 
on or after such date for services for 
which no previous bill was rendered, 
such amendments shall apply except with 
respect to such services as were ren- 
dered more than 2 months before such 
date. In the case of services rendered 
more than 2 months before such date the 
provisions of sections 1650 and 3465 of 
the Internal Revenue Code [sections 1650 
and 3465 of this title] in effect at the 
time such services were rendered shall 
apply to the amounts paid for such 
services.” 

Effective Date of 1942 Amendment. 
Section e06(b) of Act Oct. 21, 1942, 
provided as follows: 

“(1) The amendments to section 3465 
(a) (1) made by subsection (a) shall be 
applicable only with respect to the pe- 
riod beginning with the effective date of 
this title [Title VI of Revenue Act of 
1942]. 

“(2) The amendments to section 3465 
(a) (2) and (3) made by subsection (a) 
shall apply only to amounts paid pur- 
suant to bills rendered after the effec- 


tive date of this title [Title VI of Reve- 
nue Act of 1942] for service for which no 
previous bill was rendered Where bills 
rendered after the effective date of this 
title [Title VI of Revenue Act of 1942] 
include charges for services previously 
rendered, the amendments shall not ap- 
ply to such service as was rendered 
more than two months before the effec- 
tive date of this title [Title VI of Reve- 
nue Act of 1942], and the provisions of 
section 3465 in effect at the time such 
prior service was rendered shall be ap- 
plicable to the amounts paid for such 
service.” 

The effective date of Title VI of Act 
Oct. 21, 1942, referred to in quoted para- 
graphs above, was provided for by sec- 
tion 601 of said Act, which read: “This 
title shall take effect on the first day of 
the first month which begins more than 
10 days after the date of the enactment 
of this Act [Oct. 21, 1942, 4:30 p. m., E. 
W.T.]” 

Effective Date of 1941 Amendment. 
Act Sept. 20, 1941, was made effective on, 
and applicable only with respect to the 
period beginning with, Oct. 1, 1941, by 
section 560(a) thereof. However, section 
550(c) and (d) of that Act provided as 
follows : 

“(c) Despite the provisions of subsec- 
tion (a), the amendment of section 3465 
(a) (2) made by section 648 of this Act 
(relating to tax on leased-wire, etc., 
services) shall be applicable only to 
amounts paid on or after such effective 
date for services rendered, on or after 
October 1, 3941, and the provisions of 
such subsection before its amendment by 
section 648 shall be applicable with re- 
spect to the period before October 1, 
1941. 

“(d) Despite the provisions of subsec- 
tion (a), section S465(a) (3) of the In- 
ternal Revenue Code (relating to tax on 
telephone bills), added to the Internal 
Revenue Code by section 548 of this Act, 
shall apply only to the amounts paid in 
pursuance of bills rendered, after Octo- 
ber 5, 1941, for services for which no pre- 
vious bill was rendered. Such section 
84C5(a) (3) shall not apply to amounts 
paid for services otherwise taxable un- 
der section 3465(a) (1) which were ren- 
dered before October 6, 1941; nor to 
amounts paid for services otherwise tax- 
able under section 3466(a) (2) which 

were rendered or paid for before October 
6, 1941.” 

Termination of War Tax Bates. The 
effective period of the war tax rates pro- 
vided for in section 1660 of this title, 
which had temporarily affected the per- 
manent rates specified in subsecs, (a) (1) 
(A), (a) (2) (A), (a) (2) (B) and (a) (8) 
of this section, ended on March 81, 1964 
under the provisions of such section 
1660 as amended by Act Mar. 31, 1954. 
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Sec such section, and notes thereunder; 
and for effective date of such amendment 
to section 1660, In so far as it affects the 
rates imposed by subsecs, (a) (1) (A), 

(a) (2) (A), (a) (2) (B) and (a) (3) of 
this section, see note under section 1651 
of this title. 

Text of Amendatory Bevenue Acts* 

Complete original text of Revenue Acts 

§ 3466. Exemption from tax 

(a) No tax shall be imposed under section 3465 upon any payment 
received for services or facilities furnished to any State, Territory of the 
United States, or political subdivision thereof, or the District of Colum- 
bia, or an international organization, or any corporation created by Act 
of Congress to act in matters of relief under the treaty of Geneva of 
August 22, 1864. 

(b) No tax shall he imposed under section 3465(a) (1) and (2) upon 
any payment received from any person for services or facilities utilized 
in the collection of news for the public press, or a news ticker service 
furnishing a general news service similar to that of the public press, or 
radio broadcasting, or in the dissemination of news through the public 
press, or a news ticker service furnishing a general news service similar 
to that of the public press, or by means of radio broadcasting, if the 
charge for such services or facilities is billed in writing to such person. 
Section 3465(a) (3) shall not be construed as imposing a tax on services 
and facilities described in section 3465(a) (1) or (2) which are exempt 
from tax under this subsection. 

(c) No tax shall be imposed under section 3465(a) (1) (A) upon 
any payment received for any telephone or radio telephone message 
which originates within a combat zone, as defined in section 22(b) (13), 
from a member of the Armed Forces of the United States performing 
service in such combat zone, as determined under such section, provided 
a certificate, setting forth such facts as the Secretary may by regulations 
prescribe, is furnished to the person receiving such payment. 

(d) The right to exemption under this section shall be evidenced in 
such manner as the Commissioner with the approval of the Secretary 
may by regulation prescribe. 53 Stat. 422, amended Sept. 20, 1941, 12:15 
p. m., E. S. T„ c. 412, Title V, § 648, 55 Stat. 714; Feb. 25, 1944, 12:49 

р. m., E. W. T., c. 63, Title III, § 307(a) (7), 68 Stat. 66; Dec, 29, 1945, 

с. 652 , Title I, § 4(f), 59 Stat. 671; Oct. 20, 1951, 2:07 p. m., E. S. T., 
c. 621 , Title IV, § 492(a), 65 Stat. 638. 


amending this section, 3.939 to date, 
see volumes “Title 26 — Internal Bevenue 
Acts”. 

liCirislative History i For legislative 
history and purpose of Act Mar. 31, 
1954, see 1954 U.S.Code Cong, and Adm. 
News, p. 2055. 


Historical Note 


1951 Amentoent. Subsec. (c) added by 
Act Oct. 20, 1951. 

Subsec. (d), formerly subsec. (c), re- 
designated *'(d)" by Act Oct. 20, 1051. 

1W6 Amendment. Subsec. (a) amended 
by Act Dec. 29, 1945, which Inserted a 
comma and “or an international organ- 
teation" following “District of Colum- 
bia". 

1944 Amendmont. Snbsec. (a) amend- 
ed by Act Feb. 26, 1044, which changed 
“the Dnital States, any State or Terri- 
tory" to read “any State, Territory of 
the United States," and added “or any 
corporation • August 22, 1864.". 

Bfteotlve Hate of 1^51 Amendment. 
Section 492(b) of Act Oct. 20, 1961 pro-* 
vlded that the amendments made by that 
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Act to this section should apply to 
amounts paid on or after the first day of 
the first month which begins more than 
10 days after the date of enactment of 
such Act (Oct. 20, 1951) for telephone 
or radio telephone messages made on or 
after such date. 

Effective Date of 1944 Amendment. 
Amendment of subsec. (a) by Act Feb. 
25, 1944, § 807(a) (7), was made effective 
by section 807(b) (4) thereof which pro- 
vided as follows: “Despite the provi- 
sions of section 301, the amendments 
made by this section shall apply as fol- 
lows; ‘(4) The anfin^dment of section 
8460 of the Internal Revenue Code, in- 
sofar as it relates to the taxes imposed 
by section 8465(a) (1) shall he appli- 
cable only wilh respect to messages and 
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dispatclies originating on or after the 
first day of the first month which begins 
three months or more after the date of 
the enactment of this Act. Insofar as 
such amendment relates to the taxes 
imposed under section 3465(a) (2) and (3) 
of the Internal Bevemie Code, it shall 
be applicable only to amounts paid pur- 
suant to bills rendered on or after the 
first day of the first month which be- 
gins three months or more after the 
date of the enactment of this Act for 
service for which no previous bill was 
rendered." "" 

Effective Bate of 1&41 Amendment. 
Act Sept. 20, 1941, was made effective 
on, and applicable only with respect to 
the period beginning with, Oct. 1, 1941, 
by section S50(a) thereof. 

Exemptions. Subsec. (c) of Act Feb. 
25, 1944, § SOT, as amended Nov. 8, 1945, 
6:17 p. m., B S.T , c. 453, Title III, 59 
Stat. 576, provided as follows ; “Not- 
withstanding the amendments made by 
this section, the Secretary of the Treas- 
ury may authorize exemption from the 
taxes imposed by Chapter 19, 29, or 30 
of the Internal Kevenue Code as to any 


particular articles or services, or clas® 
of articles or services, to be^ purchased 
for the exclusive use of the United States, 
if he determines that the imposition of 
such taxes with respect to such articles 
or services, or class of articles or serv- 
ices, will cause substantial burden or 
expense which can he avoided by grant- 
ing tax exemption and that the full 
benefit of such exemption, if granted, 
will accrue to the United States.” 

Treaty Obligations. Section 615 of Act 
Oct. 20, 1951, provided that: “No amend- 
ment made by this Act [Act Oct. 20, 
1951] shall apply in any case where ita 
application would be contrary to any 
treaty obligation of the United States.” 

Text of Amendatory Bevenuo Acts. 
Complete original text of Revenue Acts 
amending this section, 1939 to date, see 
volumes “Title 26—Internal Revenue- 
Acts”. 

Eogislativ© History and Congressional 
Comment: For legislative history and 
purpose of Act Oct. 20, 1951, see 1951 U S. 
Code Cong Service, p. 1781. See, also, 
Act Bee. 29, 1945, 1945 U.S.Code Cong. 
Service, p. 946. 


§ 3467. Returns and payment 

(a) The taxes imposed by section 8465 shall he paid by the person 
paying for the services or facilities. 

(b) Bach person receiving any payments specified in section 3465 
shall collect the amount of the tax imposed by such section from the 
person making such payments, and shall on or before the last day of 
each month make a return, under oath, for the preceding month, and pay 
the taxes so collected, to the collector of the district in which his princi- 
pal place of business is located, or if he has no principal place of busi- 
ness in the United States, to the collector at Baltimore, Maryland. Such 
returns shall contain such information and be made in such manner as 
the Commissioner with the approval of the Secretary may by regula- 
tion prescribe. The Commissioner may extend the time for making re- 
turns and paying the taxes collected, under such rules and regulations 
as he shall prescribe with the approval of the Secretary, but no such 
extension shall be for more than 90 days. 63 Stat. 422. 


§ 3468. Cross reference 

For enforcement of liability for taxes collected, see section 3661. 

63 Stat. 423. 


SUBCHAPTER C.— TRANSPORTATION OP PERSONS 

Subchapter was added by Act Sept. chapter C to be “D”, Said Act Sept, 
20, 1941, 12:15 p. m., B S.T., c. 412, Title 20, 1941, was made effective on Oct, 1, 
V, § S54(b), 65 Stat. 721, section 564(a) 1941, by section 558 thereot 

of which Act redesignated former sub- 

§ 3469. Tax on transportation of persons, etc. 

(a) Transportation. There shall he imposed — 

(1) upon the amount paid within the United States for the transpor- 
tg-tion of persons b^ rail, motor vehicle, water, or air within or without 
the United States, and 
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(2) Upon the amount paid without the United States for the transpor- 
tation of persons by rail, motor vehicle, water, or air which begins and 
ends in the United States, 

a tax equal to 10 per centum of the amount so paid. The tax shall not 
apply with respect to transportation any part of which is outside the 
northern portion of the Western Hemisphere, except with respect to any 
part of such transportation which is from any port or station within the 
United States, Canada, or Mexico to any other port or station within the 
United States, Canada, or Mexico. In the case of transportation by 
water on a vessel which makes one or more intermediate stops at ports 
within the United States, Canada, or Mexico on a voyage which begins 
or ends in the United States and ends or begins outside the northern 
portion of the Western Hemisphere, no part of such transportation shall 
be considered for the purposes of the preceding sentence to be from 
any port within the United States, Canada, or Mexico to any other such 
port if the vessel in stopping at any such intermediate port is not au- 
thorized both to discharge and to take on passengers. A port or station 
within Newfoundland shall not, for the purposes of the preceding two 
sentences, be considered as a port or station within Canada. For the 
purposes of this section, the words "'northern portion of the Western 
Hemisphere*’ mean the area lying west of the thirtieth meridian west 
of Greenwich, east of the International Date Line, and north of the 
equator, but not including any country of South America. Such tax shall 
apply to transportation by motor vehicles having a passenger seating 
capacity of less tlian ten adult passengers, including the driver, only when 
such vehicle is operated on an established line. 

(b) Exemption of Certain Trips. The tax Imposed by subsection (a) 
shall not apply to amounts paid for transportation which do not exceed 
36 cents, to amounts paid for commutation or season tickets for single 
trips of less than thirty miles, to amounts paid for commutation tickets 
for one month or less, or to amounts paid for transportation by boat for 
the purpose of fishing from such boat. 

(c) Seats, Berths, etc. There shall be imposed upon the amount paid 
for seating or sleeping accommodations in connection with transportation 
with respect to which a tax is imposed by subsection (a) a tax equivalent 
to 10 per centum of the amount so paid. 

(d) lietuTOs and Fayment. The taxes Imposed by this section shall be 
paid by the person making the payment subject to the tax. Each person 
receiving any payment specified in subsection (a) or (c) shall collect the 
amount of the tax imposed from the person making such payment; ex- 
cept that, if the payment is made outside the United States for a prepaid 
order, exchange order, or similar order, the person furnishing the initial 
transportation pursuant to such order shall collect the amount of the tax. 
Any person required to collect the tax Imposed by this section shall, on or 
before the last day of each month, make a return, under oath, for the 
preceding month, and pay the taxes so collected to the collector in the 
district in which his principal place of business Is located, or if he has no 
principal place of business in the United States, to the collector at Balti- 
more, Maryland. Such returns shall contain such information and be 
made in such manner as the Commissioner with the approval of the Secre- 
tary may by regulations prescribe. 

(©) Extensions of Time. The Commissioner may extend the time for 
making returns and paying the taxes collected, under such rules and reg- 
ulations as he shall prescribe with the approval of the Secretary, but no 
such extension shall he for more than ninety days. 

(f) Exemptions 

(1) OovernmeJdtad exemption. The tax imposed' by this section 
shall not apply to the payment for transportation or facilities fur- 
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nished to any State, Territory of the United States, or political sub- 
division thereof, or the District of Columbia, or an international 
organization, or any corporation created by Act of Congress to act 
in matters of relief under the treaty of Geneva of August 22, IS 6 4. 

(2) Exemption of members of mjOitary and naval service. The 
tax imposed by this section shall not apply to the payment for trans- 
portation or facilities furnished under special tariffs providing for 
fares of not more than 2.025 cents per mile applicable to round-trip 
tickets sold to personnel of the United States Army, Air Force, Navy, 
Marine Corps, and Coast Guard traveling in uniform of the United 
States at their own expense when on oflBicial leave, furlough, or pass, 
including authorized cadets and midshipmen, issued on presentation 
of properly executed certificate. Added Sept. 20, 1941, 12:16 p. m., 
E. S. T., c. 412, Title V, § 554(b), 65 Stat. 721, amended Oct. 21, 
1942, 4:30 p. m„ E. W. T., c. 619, Title VI, § 609, 56 Stat. 977; 
Feb. 25, 1944. 12:49 p. m.. E. W. T., c. 63, Title III, § 307(a) (S), 
(9), 58 Stat. 65; Dec. 29. 1945, c. 652, Title I, § 4(g), 69 Stat. 
671; Mar. 11, 1947, c. 17, § 8(a), 61 Stat. 12; Mar. 31, 1949, c. 
46, § 1. 63 Stat. 30; Sept. 23, 1950, 3:15 p. m., E. D. T., c. 994, 
Title VI, § 607(a), 64 Stat. 965; Dec. 16, 1950, c. 1137, § 1(b). 
64 Stat. 1112; Oct. 20, 1961, 2:07 p. m., E. S. T., c. 621, Title IV, 
|§ 493(a). 494(a), 65 Stat. 538. 


Historical IMTote 


1951 Amendment. Sub sec. (a) amend- 
ed by Act Oct. 20, 1951, § 494(a), to ex- 
clude, from the application of the tax, 
amounts paid in the case of water trans- 
portation on a vessel which makes one 
or more intermediate stops at ports 
within the United States, Canada, or 
Mexico on a voyage which begins or 
ends In the United States and ends or 
begins outside the northern portion of 
the Western Hemisphere, if the vessel 
in stopping at any such intermediate 
port is not authorized both to discharge 
and take on passengers. 

Subsec. (b) amended by Act Oct. 20, 
1951, § 493(a), to exempt, from the tax, 
amounts paid for transportation by boat 
for the purpose of fishing from such 
boat. 

1960 Amendments. Subsec (a) amend- 
ed by Act Sept. 23, 1950, § 607(a) (1), to 
make tax on transportation of persons 
applicable to amounts paid outside the 
United States for transportation begin- 
ning and ending In the United States. 

Subsec (c) amended by Act Sept. 23, 
1950, § 607(a) (2), to make tax on seats, 
berths, etc., applicable to amounts paid 
outside the United States for transporta- 
tion beginning and ending In the United 
States. 

Subsec. (d) amended by Act Sept. 23, 
1950, § 607(a) (3), to require the person 
furnishing the initial transportation in 
the United States pursuant to an order 
originating outside the United States to 
collect the tax, 

Subsec. (f) (2) amended by Act Dec. 
15, 1950, to increase fare exemption from 
1^ cents to 2.025 cents per mile, and to 
make it applicable also to Air Force 
personnel. 


1949 Amendment. Sentence relating to 
Newfoundland added by Act Mar. 81, 
1949. 

1947 Amendment. Subsec. (a) of Act 
Mar. 11, 1947, amended section by In- 
serting second and third sentences. 

1945 Amendment. Subsec. (f) (1) 

amended by Act Dec. 29, 1945, which in- 
serted a comma and **or an interna- 
tional organization*’ following “District 
of Columbia”. 

1944 Amendment. Subsec. (f) (1) 

amended by Act Feb. 25, 1944, which 
changed “the United States, or to any 
State or Territory” to read “any State, 
Territory of the United States,** and 
added “or any corporation • * • 
August 22, 1864*”. 

1942 Amendment. Subsecs. (a) and (c) 
amended by Act Oct. 21, 1942, which in- 
serted “10 per centum” for “6 per cen- 
tum” and subsec. (f) (2) was amended 
by same act which inserted “or to mem- 
bers ♦ ♦ • of such nation.” 

Bff active Date of l95'l Amendments. 
Sections 493(b) and 494(b) of Act Oct 
20, 1951, both provided that the amend- 
ments made by subsecs, (a), respectively, 
of those sections to this section should 
apply to amounts paid on or after the 
first day of the first month which be- 
gins more than 10 days after the date of 
enactment of such Act (Oct 20, 1951) for 
transportation on or after such first day. 

XJITeotive Pate of 1950 Amendments. 
Section 1 of Act Dec. 15, 1950, provided 
in part that the amendment of subsec- 
tiLon (f) (2) should be efi^ective with re- 
spect to amounts paid after Dec, 15, 1950* 
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Section 607(c) of Act Sept. 23, 1950, 
provided that the amendments of subsecs, 
(a), (c) and (d) of this section and sec- 
tion 3475(a) of this title should apply 
to amounts paid on or after the first 
day of the first month which begins 
more than 10 days after Sept. 23, 1950 
for transportation which begins on or 
after such first day. 

Effective Bate of 1949 Amendment. 
Section 2 of Act Mar. 31, 1949 provided 
that the amendment of this section was 
made applicable “to amounts paid for 
transportation on or after April 1, 1949.” 

Effective Bate of 1947 Amondmouts. 
Section 12 of Act Aug 8, 1947, c. 515, 61 
Stat 919 provided: “Section 34(39(f) (2) 
of the Internal Bevenue Code shall not 
be applicable to amounts paid after De- 
cember 31, 1947.” 

Subsec. (b) of section 8 of Act Mar. 11, 
1947, provided that the amendment of 
section by subsec. (a) of said section 8, 
should apply on amounts paid on or 
after the first day of the first month 
which begins more than twenty days 
after Mar. 11, 3947. 

Effective Bate of 1944 Amendment. 
Amendment of sections 3469(f) (1) and 
3475(b) by Act Fob. 25, 1944, § 307(a) 
(8), (a) (9), respectively, cited to text, 
by section 307(b) (5) thereof which pro- 
vided as follows: “Despite the provi- 
sions of section 801, the amendments 
made by this section shall apply as 
follows: ‘(5) The amendments of sec- 
tions 3469(f) (1) and 3475(b) of the In- 
ternal Revenue Code shall be applicable 
only with respect to amounts paid on 
or after the first day of the first month 
which begins three months or more aft^ 
er the date of the enactment of this Act, 
except that the amendment of such sec- 
tion 8476(b), insofar as it relates to the 
exemption of amounts paid by or to the 
War Shipping Administration, shall be 
applicable for the period beginning De- 
cember 1, 1943, and ending on the first 
day of the first month which begins six 
months or more after the date of the 
termination of hostilities in the present 
war.’ ” 

Effective Bate of 1943 Amendment. 
Act Oct. 21, 1942, was made effective on 
the first day of the first month which 
began more than ten days after Oct 
21, 1942, 4:30 p. m„ E.W.T., by section 
601 thereof. 

Effective Bate. Act Sept. 20, 1041, was 
made effective on Oct. 1, 1941, by section 
658 thereof. 

Bepeals. Section 12 of Act Aug, 8, 
1947, c. 516, 61 Stat. 919, which provided 
that '‘Section 8460 (f) (2) of the Internal 
llevenue Cod© (subsection (f) <2) of this 
section) Shell not be applicable to 


amounts paid after December SI, 1947*® 
was repealed by section 1(a) of Act Dec. 
15, 1950, with respect to amounts paid 
after Dec. 15, 1950. 

Exemptions. Subsec. (c) of Act Feb. 
25, 1944, § 307, as amended Nov. 8, 1945, 
5:17 p. m, E S.T., c. 453, Title III, § 303, 
59 Stat 576, provided as follows: “Not- 
withstanding the amendments made by 
this section, the Secretary of the Treas- 
ury may authorize exemption from the 
taxes imposed by Chapter 19, 29, or 30 
of the Internal Bevenue Code as to any 
particular articles or services, or class of 
articles or services, to be purchased for 
the exclusive use of the TTnited States, 
if he determines that the imposition of 
such taxes with respect to such articles 
or services, or class of articles or serv- 
ices, will cause substantial burden or ex- 
pense which can be avoided by granting 
tax exemption and that the full benefit 
of such exemption, if granted, will ac- 
crue to the United States.” 

Termination of War Tax Bates. The 
effective period of the war tax rates pro- 
vided for in section 1660 of this title, 
which had temporarily affected the per- 
manent rates specified in subsecs, (a) 
and (c) of this section, ended on March 
81, 1954 under the provisions of such sec- 
tion 1650 as amended by Act Mar. 31, 
1964. c. 126, Title V, § 604(a), 68 Stat. 42. 
See such section 1650, and notes there- 
under; and for effective date of such 
amendment to section 1660, in so far as 
it affects the rates imposed bj this sec- 
tion, see note under section 1661 of this 
title. 

Special Credit or Bofnnd of Transpor- 
tation Taxes. For special credit or re- 
fund of transportation taxes, see section 
606 of Act Mar. 31, 1954, c. 126, Title V, 
68 Stat 45, set out in note under section 
1700 of this title. 

Treaty Obligations. Section 635 of Act 
Oct 20, 1951, provided that: “No amend- 
ment made by this Act [Act Oct. 20, 
1961] shall apply in any case where its 
application would be contrary to any 
treaty obligation of the United States.” 

Similar provisions were contained In 
the following Act: 

1950— Sept. 23, 1050, 8:16 p. m., B.D.T., 
C. 904, Title II, § 214, 64 Stat 937. 

Text of Amendatory Bevenue Acts. 
Complete original text of Bevenue Acts 
amending this section, 1930 to date, see 
volumes “Title 26 — Internal Bevenue 
Acts”. 

legislative History i For legislative 
history and purpose of Act Dec. 15, 1950, 
see 1950 U.S.Code Cong. Service, p. 4211. 
See, also, Act Sept 23, 1960, 1960 U.S, 
Code Oong.Servlce, p. 8053. 
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SUBCHAPTER D. — ^ADMINISTRATIVE PROVISIONS 


Historical Hot© 


This subchapter, formerly subchapter 
C, was redesignated “D” by Act Sept. 
20, 1941, 12:15 p. m., B.S.T., c. 412, Title 


V § o54(a), 55 Stat. 721, which was mad© 
effective on Oct X 1941, by section 558 
thereof. 


§ 8470. Fayment of taxes 

The taxes imposed by this chapter shall, without assessment hy the 
Commissioner or notice from the collector, be due and payable to the col- 
lector at the time fixed for filing the return. If the tax is not paid when 
due, there shall be added as part of the tax interest at the rate ot 
centum per annum from the time the tax became due until paid, 5 3 Stat. 
423. 


§ 3471. Refunds and credits 

(a) Credit or refund of any overpajrment of tax Imposed by Suhchap- 
ter B, Subchapter C, or Subchapter E may be allowed to the person who 
collected the tax and paid it to the United States if such person establishes, 
to the satisfaction of the Commissioner, under such regulations as the 
Commissioner with the approval of the Secretary may prescribe, that he 
has repaid the amount of such tax to the person from whom he collected 
it, or obtained the consent of such person to the allowance of such credit 
or refund. 

(b) Any person entitled to refund of tax under this chapter paid, or 
collected and paid, to the United States by him may take credit therefor 
against taxes due upon any monthly return. 

(c) Any person making a refund of any payment on which tax under 
Subchapter B, Subchapter C, or Subchapter E has been collected, may 
repay therewith the amount of tax collected on such payment, and the 
amount of tax so repaid may be credited against the tax under any sub- 
sequent return. 63 Stat. 423, amended Sept. 20, 1941, 12:15 p. m., 
E. S. T., c. 412, Title V, § 564(d) (2), 55 Stat. 722; Oct. 21, 1942, 4:30 
p. m., E. W. T., c. 619, Title VI, § 620(b), 66 Stat. 980. 


Historical Note 


1942 Amendmont. Subsecs, (a) and (c) 
amended by Act Oct. 21, 1942, wbicb in- 
serted “or Subcbapter B” in each. Sec- 
tion 620(b) of said act purported to 
amend subsecs, (a) and (b) but subsecs, 
(a) and (c) were probably intended. 

1941 Amendment. Sub secs, (a) and (c) 
amended by Act Sept. 20, 1941, which in- 
serted “or subchapter C*' after “sub- 
chapter wherever occurring. 

Effective Date of 1942 Amendment. 
Act Oct 21, 1942, was made effective 
by section 620(c) thereof as follows: 
“(c) The amendments made by this sec- 


tion [to sections 8471 and. 34751 shall 
take effect on the first day of the first 
month which begins more than thirty 
days after the date of the enactment of 
this Act [Oct. 21, 1942, 4:30 p. m,, B.W. 
T.].“ 

Effective Date of 1941 Amendment. 
Act Sept, 20, 1941, was made effective 
on Oct. 1, 1941, by section 558 thereof. 

Text of Amendatory Kevenue Acts. 
Complete original text of Kevenue Acta 
amending this section, 1939 to date, see 
volumes “Title 26— Internal Kevenue 
Acts”. 


§ 8472. Regulatioiis 

The Commissioner, with the approval of the Secretary, shall prescribe 
and publish all needful rules and regulations for the enforcement of this 
chapter. 63 Stat. 423, amended Sept. 20, 1941, 12:16 p. m., B. S. T., 
c. 412, Title V, § 664(d) (3), 65 Stat. 722. 
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Historical Hote 


11*41 Amendmont. Act Sept. 20, 1941, 
was made efTective on Oct. 1, 1941, by 
section 558 thereof. 

Kffective Bate of 104:1 Amendment. 
Act Sept 20, 1941, was made effective 
on Oct. 1, 1941, by section 558 thereof. 


Text of Amendatory Kevenne Acts. 
Complete original text of Revenue Acts 
amending this section, 1939 to date, see 
volumes ‘‘Title 26--Internal Revenue 
Acts’\ 


§ 8473. Applicability of administrative provisions 
All provisions of law (including penalties) applicable in respect of the 
taxes imposed by section 1700, shall, in so far as applicable and not incon- 
sistent with this chapter, be applicable in respect of the taxes imposed by 
this chapter. 53 Stat. 423. 


§ 8474. Effective date of chapter 

This chapter shall take effect on the first day of that calendar month 
occurring next after the enactment of this title. 63 Stat. 423. 


SUBCHAPTER E. — TRANSPORTATION OP PROPERTY 
Historical Koto 

Subchapter added by Act Oct 21, 1912, 

4:30 p. m., E.W.T., c. 619, Title VI, $ 

620(a), 50 Stat 079. 

§ 8475. Transportation of property 

(a) Tax. There shall be imposed upon the amount paid within or with- 
out the United States for the transportation of property by rail, motor 
vehicle, water, or air from one point in the United States to another, a tax 
egual to 3 per centum of the amount so paid, except that, in the case of 
coal, the rate of tax shall be 4 cents per short ton. Such lax shall apply 
only to amounts paid to a person engaged in the business of transporting 
property for hire, including amounts paid to a freight forwarder, express 
company, or similar person, but not including amounts paid by a freight 
forwarder, express company, or similar person for transportation with 
respect to which a tax has previously been paid under this section. In the 
case of property transported from a point without the United States to a 
point within the United States the tax shall apply to the amount paid 
within the United States for that part of the transportation which takes 
place within the United States. The tax on the transportation of coal shall 
not apply to the transportation of coal with respect to which there has 
been a previous taxable transportation. 

(b) Exemption of government transportation. The tax imposed under 
this section shall not apply to (1) amounts paid for the transportation of 
property to or from the government of a State, Territory of the United 
States, or political subdivision thereof, or the District of Columbia, or an 
International organization, or any corporation created by Act of Congress 
to act in matters of relief under the treaty of Geneva of August 22, 1864, 
(2) amounts paid to the Post Office Department for the transportation of 
property, or (3) amounts paid by or to the War Shipping Administration 
for the transportation of property by water from one point in the United 
States to another, except between points on the Great Lakes. 

(c) Betums aad payment. The tax Imposed by this section shall be 
paid by the person making the payment subject to the tax. Bach person 
receiving any payment specified in subsection (a) shall collect the amount 
of the tax Imposed from the person making such payment, and shall, on 
or before the last day of each month, make a return, under oath, for the 
preceding month, and pay the taxes so collected to the collector in the 
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district in wMch his principal place of business is located, or if he has no» 
principal place of business in the United States, to the collector at Balti- 
more, Maryland. Such returns shall contain such information and be 
made in such manner as the Commissioner vrith the approval of the Secre- 
tary may by regulations prescribe. 

(d) Extensions of time. The Commissioner may extend the time for 
making returns and paying the taxes collected, under such rules and 
regulations as he shall prescribe with the approval of the Secretary, but 
no such extension shall be for more than ninety days. 

(e) Registration. Every person engaged in the business of transport- 
ing property for hire, including freight forwarders, express companies, and' 
similar persons, shall, on or before the sixtieth day after the effective* 
date of this section, or within sixty days after first engaging in the busi- 
ness of transportation of property for hire, register his name and his place 
or places of business with the collector in the district in which is located 
the principal place of business of such person. Every such person who* 
fails to register within the period specified shall be guilty of a misde- 
meanor and upon conviction thereof shall be fined not more than $50. 

The tax imposed by this section shall not apply to the transportation of 
earth, rock, or other material excavated within the boundaries of, and in. 
the course of, a construction project and transported to any place within, 
or adjacent to, the boundaries of such project. Added Oct. 21, 1942, 4:30^ 
p. m., E. W. T., c. 619, Title VI, § 620(a), 66 Stat. 979, amended Nov. 4, 
1943. c. 294, § 1, 67 Stat. 585; Feb. 25, 1944, 12:49 p, m., E. W. T., c. 
63, Title III, § 307(a) (9), 58 Stat. 65; Dec. 29, 1945, c. 662, Title I, § 4 
(h), 69 Stat. 671; Sept. 23, 1950, 3:16 p. m., E. B. T., c. 904, Title IV, 

§ 607(b), 64 Stat. 966; Oct. 20, 1961, 2:07 p. m., E. S. T., c. 621, Title 
IV, 5 495(a), 66 Stat. 639. 


Historical Note 


Beferenees In Text, The effective date 
of this section, referred to In subsec. (e), 
commenced on Feb. 11, 1939 by provision 
of section 3 of Act Feb. 10, 1939, c. 2, 53 
Stat. 1. 

1951 Amendment. Last paragraph add- 
ed by Act Oct. 20, 1951. 

1960 Amendment. Subsec, (a) amended 
by Act Sept. 23, 1950, to make tax on 
transportation of property applicable to 
amounts paid for transportation whether 
payment is made within or without the 
United States. 

1945 Amendment. Sub sec, (b) (1) 
amended by Act Dec. 29, 1946, which In- 
serted a comma and “or an international 
organization'' following “District of Co- 
lumbia". 

1944 Amendment. Sub sec. (b) amend- 
ed generally by Act Feb, 20, 1944. 

1943 Amendment. Subsec. (b) amended 
by Act Nov, 4, 1943, by omitting words 
“by or to the United States or any agen- 
cy or Instrumentality of the United 
States” following "to amounts paid” and 
by adding all following "paid for the 
transportation of property”. 

Effective Bate of 1951 AmendmeiLt. 
Section 495(b) of Act Oct. 20, 1951 pro- 
vided that the amendment made by sec- 
tion 496(a) thereof to this section should 
apply to amounts paid on or after the 
flriot day of the first month which be- 


gins more than ten days after the date’ 
of enactment of such Act (Oct. 20, 1961) 
for transportation on or after such first'^ 
day. 

Effective Date of 1950 Amendment. 
Amendment of subsec. (a) by Act Sept. 
23, 1950, as applicable to amounts paid' 
on or after the first day of the first 
month which begins more than lO days- 
after Sept. 23, 1950, for transportation 
which begins on or after such first day, 
see note set out under section 3409 of" 
this title. 

Effective Bate of 1944 Amendment. 
Amendment of sections 3469(f) (1) and' 
3475(b) by Act Feb. 25, 1944, § 307(a) (8), 
(a) (9), respectively, by section 307(b) 
(5) thereof which provided as follows: 
“Despite the provisions of section 301, 
the amendments made by this section* 
shall apply as follows: *(5) The amend- 
ments of sections 3409(f) (1) and 3475(b) 
of the Internal Revenue Code shall be* 
applicable only with respect to amounts 
paid on or after the first day of the first 
month which begins three months or 
more after the date of the enactment of 
this Act, except that the amendment of 
such section 8476(b), insofar as it re- 
lates to the exemption of amounts paid* 
by or to the War Shipping Administra- 
tion, shall be applicable for the period* 
beginning December 1, 19^* and ending 
on the first day of the first month which 
begins six months cKf more after the^ 
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date of the termination of hostilities In 
the present war,* *' 

Effective Date of 1948 Amendment. 
Section 2 of Act Nov. 4, 1943, provided 
as follows: “The amendment made by 
section 1 shall take effect with respect to 
amounts paid, on and after the first day 
of the first month which begins more 
than ten days after the date of the en- 
actment of this Act, for the transporta- 
tion of property on and after such first 
day.’* 

Effective Bate. Section 620(c) of Act 
Oct 21, 1942, provided as follows; “(c) 
The amendments made by this section 
tto sections 3471 and 3475] shall take ef- 
fect on the first day of the first month 
which begins more than thirty days aft- 
er the date of the enactment of this Act 
tOct. 21, 1942, 4:30 p. m., E3.W.T.].*’ 

Definition. Subsec. (b) (6) of Act Feb. 
25, 1944, § 307, provided as follows: *‘(6) 
For the purposes of this subsection the 
term ‘date of the termination of hostil- 
ities in the present war’ means the date 
proclaimed by the President as the date 
of such termination, or the date specified 
in a concurrent resolution of the two 
Houses of Congress as the date of such 
termination, whichever is the earlier.” 

Betormination as to Applicability in 
Certain Gases. Section 495(a) of Act Oct, 
20, 1951, which added the last paragraph 
to this section, also provided that: “The 
determination as to the applicability of 
the tax imposed by section 3475 in the 
case of the transportation of any ex- 
cavated material, other than transporta- 
tion to which the amendment made by 
this subsection applies, shall be made as 
if this subsection had not been enacted 
and without inferences drawn from the 
fact that the amendment made by this 
subsection is not expressly applicable to 
the transportation of such other ex- 
cavated material.'* 

Termination of the War Shipping Ad- 
mintstratlom Section 202 of Act July 
8, 1940, c. 548, Title IT, 00 Stat, 501, ter- 
minated the War Shipping Administra- 
tion as of Sept, 1, 1946, and transferred 
all functions, powers, duties, etc. to the 
ITnlted States Maritime Commission for 
the period from Sept 1, 1946 to Dec. 81, 


1946, for the purpose of liquidating the 
Administration, 

Exemptions. Subsec. <c) of Act Feb. 
25, 1944, $ 307, as amended Nov. 8, 1946, 
5:17 p. m., B.S.T., c. 453, Title III, § 303, 
69 Stat. 676, provided as follows: “Not- 
withstanding the amendments made by 
this section, the Secretary of the Treas- 
ury may authorize exemption from the 
taxes imposed by Chapter 19, 29, or SO 
of the Internal Revenue Code as to any 
particular articles or services, or class of 
articles or services, to be purchased for 
the exclusive use of the United States, 
if he determines that the imposition of 
such taxes with respect to such articles 
or services, or class of articles or serv- 
ices, will cause substantial burden or 
expense which can be avoided by grant- 
ing tax exemption and that the full bene- 
fit of such exemption, if granted, will 
accrue to the United States.” 

Termination of Hostilities. The termi- 
nation of hostilities of World War II, 
for the purpose of determining the ap- 
plication of subsec. (b) of this section, as 
amended by Act Feb. 25, 1944, cited to 
text, was proclaimed at 12 o’clock noon 
of December 31, 1940, by Proc. No. 2714, 
12 F.R. 1, set out as note under 601 of 
Appendix to Title 50, War and National 
Defense. 

Treaty Obligations. Section 615 of Act 
Oct. 20, 1951, provided that; “No amend- 
ment made by this Act [Act Oct. 20, 
1961] shall apply In any case where its 
application would be contrary to any 
treaty obligation of the United States.*’ 

Similar provisions were contained in 
the following Act; 

1950— Sept 23, 1950, 3:15 p. m., F D.T., 
c. 994, Title II, § 214, 64 Stat. 937. 

Text of Amendatory Revenue Acts. 
Complete original text of Revenue Acts 
amending this section, 1939 to date, see 
volumes “Title 26 — Internal Revenue 
Acts”. 

Dogislatlve History and Oongresslonal 
Comment: For legislative history and 
purpose of Act Sept 23, 1050, see 1950 
U.S.Code Cong. Service, p. 8053. See, al- 
so, Act Sec. 29, 1045, 1945 U.S.Code Cong. 
Service, p. 946, 


CHAPTER 31.~DOCUMENTS AND OTHER 
INSTRUMENTS 


Sec* 

34 30. Imposition of tax. 

8481. Transfer of bonds. 

3482. Conyeyances. 

8483. Administrative provisiongu 

I MSO. ImpositloR of tax 

There shall be levied, collected, and paid, for and In respect of the 
several bonds and other documents, instruments, matters, and things men- 
tioned and described in sections 3481 and $482| or for or in respect of the 
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vellum, pardiment, or paper upon wMch such instruments, matters, or 
things, or any of them, are written or printed, the several taxes specified 
in such sections. 63 Stat. 424. 

§ 8481. Transfer of bonds 

(a) Imposition of tax. On all sales, or agreements to sell, or memo- 
randa of sales or deliveries of, or transfers of legal title to any of the 
instruments mentioned or described in section 1801 and of a kind the 
issue of which is taxable thereunder, whether made by any assignment 
in blank or by any delivery, or by any paper or agreement or memoran- 
dum or other evidence of transfer or sale (whether entitling the holder in 
any manner to the benefit of such instrument or not), on each $100 of 
face value or fraction thereof, 5 cents: Provided^, That upon any transfer 
of an interest in a partnership owning such instruments, the tax shall be 
limited to an amount equal to that percentage of a tax computed on the 
transfer of all of such instruments owned by the partnership as the inter- 
est transferred bears to the total interests in the partnership of all the 
partners: Provided further, That it is not intended by this chapter to 
impose a tax upon an agreement evidencing a deposit of instruments as 
collateral security for money loaned thereon, which instruments are not 
actually sold, nor upon the delivery or transfer for such purpose of instru- 
ments so deposited: Provided further, That the tax shall not be Imposed 
upon deliveries or transfers to a broker for sale, nor upon deliveries or 
transfers by a broker to a customer for whom and upon whose order he 
has purchased same, but such deliveries or transfers shall be accompanied 
by a certificate setting forth the facts: Provided further, That the tax shall 
not be imposed upon any delivery or transfer to a trustee or public officer, 
made pursuant to Federal or State law to secure the performance of an 
obligation, or upon a redelivery or retransfer of such instruments to the 
transferor, if such delivery, transfer, redelivery, or retransfer is accom- 
panied by a certificate setting forth the facts: Provided further, That the 
tax shall not be imposed upon deliveries or transfers from a fiduciary to 
a nominee of such fiduciary, or from one nominee of such fiduciary to 
another, if such instruments continue to be held by such nominee for the 
same purpose for which they would be held if retained by such fiduciary, 
or from the nominee to such fiduciary, but such deliveries or transfers 
shall be accompanied by a certificate setting forth the facts: Provided 
further, That where the change of ownership is by transfer of the instru- 
ment the stamp shall be placed upon the instrument; and in cases of an 
agreement to sell or where the transfer is by delivery of the instrument 
assigned in blank there shall be made and delivered by the seller to the 
buyer a bill or memorandum of such sale, to which the stamp shall be 
affixed; and every bill or memorandum of sale or agreement to sell before 
mentioned shall show the date thereof, the name of the seller, the amount 
of the sale, and the matter or thing to which it refers. Any person liable 
to pay the tax as herein provided, or anyone who acts in the matter a® 
agent or broker for such person, who makes any such sale, or wjio in pur- 
suance of any such sale delivers any certificate or evidence of the sale 
of any such instrument, or bill or memorandum thereof, as herein required, 
without having the proper stamps affixed thereto, with intent to evade the 
foregoing provisions, shall be deemed guilty of a misdemeanor, and upon 
conviction thereof shall pay a fine of not exceeding $1,000, or be im- 
prisoned not more than six months, or both. 

The tax shall not be imposed upon deliveries or transfers made after 
June 30, 1938, of instruments — 

(1) From the owner to a custodian if under a written agreement 
between the parties the instruments are to be held or disposed of by 
such custodian for, and subject at all times to the instructions of,, 
the owner; or from such custodian to such owner; 
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(2) From such custodian to a registered nominee of such custo- 
dian, or from one such nominee to another such nominee, if in either 
case the instruments continue to be held by such nominee for the 
same purpose for which they would be held if retained by such cus- 
todian; or from such nominee to such custodian. No exemption 
shall be granted under this paragraph unless the deliveries or trans- 
fers are accompanied by a certificate setting forth such facts as the 
Commissioner, with the approval of the Secretary, may by regulation 
prescribe as necessary for the evidencing of the right to such exemp- 
tion. No delivery or transfer to a nominee shall be exempt under this 
paragraph unless such nominee, in accordance with regulations pre- 
scribed by the Commissioner, with the approval of the Secretary, is 
registered with the Commissioner. 

Any person who, with intent to evade the tax provided in this subdivi- 
sion, falsely makes a certificate accompanying any delivery or transfer 
shall be deemed guilty of a misdemeanor, and upon conviction thereof 
shall be fined not more than $1,000, or Imprisoned not more than six 
months, or both. 

(b) Transfers by operation of law. No delivery or transfer under sub- 
section (a) not otherwise exempt shall be exempt because effected by 
operation of law. The tax under subsection (a) shall not be imposed upon 
any delivery or transfer — 

( 1 ) From a decedent to his executor or administrator. 

( 2 ) From a minor to his guardian, or from a guardian to his ward 
upon attaining majority. 

(3) From an incompetent to his committee or similar legal repre- 
sentative, or from a committee or similar legal representative to a 
former incompetent upon removal of disability. 

(4) From a bank, trust company, financial institution, insurance 
company, or other similar entity, or nominee, custodian, or trustee 
therefor, to a public officer or commission, or person designated by 
such officer or commission or by a court, in the taking over of its 
assets, in whole or part, under State or Federal law regulating or 
supervising such institutions, nor upon redelivery or retransfer by any 
such transferee or successor thereto. 

(6) From a bankrupt or person in receivership due to insolvency 
to the trustee in bankruptcy or receiver, from such receiver to such 
trustee, or from such trustee to such receiver, nor upon redelivery or 
retransfer by any such transferee or successor thereto. 

(6) From a transferee under paragraphs (1) to (6), inclusive, 
to his successor acting in the same capacity, or from one such succes- 
sor to another. 

(7) From a foreign country or national thereof to the United 
States or any agency thereof, or to the government of any foreign 
country, directed pursuant to the authority vested in the President 
by section 5(b) of the Trading with the Enemy Act (40 Stat. 415). as 
amended by the First War Powers Act (65 Stat 838). 

(8) From trustees to surviving, substituted, succeeding, or addi- 
tional trustees of the same trust. 

(9) Upon the death of a joint tenant or tenant by the entireties, 
to the survivor or survivors. 

No exemption shall be granted under this section unless the delivery or 
transfer is accompanied by a certificate setting forth such facts as the 
Uommisaioner, with the approval of the Secretary, may by regulation pre- 
scribe. 

63 Stat. 424, amended June 29, 1989, 10 p. m., B. S. T., c. 247, Title I, 
I 1, 68 Stat. 862; June 26, 1940, 11:46 a. m., B. S. T., c. 419, Title II, 
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S 203, 64 Stat. 522; Sept. 20, 1941, 12:15 p. m., E. S. T., c. 412, Title V, 
§5 604, 621(a) (23). 56 Stat. 708, 707; Oct. 21, 1942, 4:30 p. m.. E. W. 
T., C. 619, Titte V, § 606(b) (2), (g), 56 Stat. 958, 960; Aug. 3. 1947, 
c. 618, 61 Stat 921; May 23, 1952, c. 329, S 1(b). 66 Stat 93. 


Historloal Note 


Beferences in Text. Section 5(b) of the 
Trading With the Enemy Act (40 Stat. 
415), as amended by the First War Pow- 
ers Act (55 Stat. 838), referred to in sub- 
sec. (b) (7), is classified to section 5 of 
the Appendix to Title 60, War and Na- 
tional Defense, 

1953 Amendment. Subsec. (a) amended 
by Act May 19, 1952, to exempt from the 
transfer tax all deliveries or transfers 
of bonds to a trustee or public oflicer, 
made pursuant to a statutory require- 
ment, to secure the performance of an 
obligation and any redelivery or retrans- 
fer of such bonds to the transferor, if 
such delivery is accompanied by a cer- 
tificate setting forth the facts. 

1947 Amendment. Subsec. (a) amended 
by Act Aug. 8, 1947, which inserted first 
proviso. 

1943 Amendment. Subsec. (a) amended 
by Act Oct. 21, 1942, by striking out a 
proviso which related to transfers in 
connection with a reorganization as de- 
fined in section 112 of Bevenue Act of 
1932. 

Subsec. (b) added by Act Oct. 21, 
1942. Former subsec. (b) was repealed 
by Act Sept. 20, 1941, 12:15 p. m., E S.T., 
c. 412, Title V, J 6(H, 55 Stat. 706. 

1941 Amendment. Subsec. (a) amend- 
ed by Act Sept. 20, 1941, § 521(a) (23), 
which substituted “5 cents’^ for “4 cents’' 
in first par. 

Subsec (b) repealed by Act Sept. 20, 
1941, § 504. 

1940 Amendment. Subsec. (b) amend- 
ed by Act June 25, 1940, which struck out 


“1941” and Inserted ia lieu thereof 
“1945”. 

1939 Amendment. Subsec. (b) amended 
by Act June 29, 1939, by substituting 
“1941” for “1939.” 

!BfFectlve Date of 1952 Amendment* 
Section 1(c) of Act May 23, 1952, provid- 
ed that the amendment of this section 
by Act May 23, 1952, should take effect as 
of May 24, 1952. 

Effective Date of 1942 Amendment. 
Amendment of subscc. (a) by Act Oct. 
21, 1942, was made applicable to deliv- 
eries or transfers after Oct. 21, 1942, 4:30 
p, m., B.W.T., by section 506(h) (T) of 
said Act. 

Subsec. (b) as added by Act Oct. 21, 
1942, was made applicable to deliveries 
and transfers on or after the thirtieth 
day after Oct. 21, 1942, by section 506(h) 
(2) of said Act. 

Effective Date of 1941 Amendment. 
The rates specified in Act Sept. 20, 1941, 
were made effective on, and applicable 
only with respect to the period after the 
date of enactment of that Act, by section 
621(b) thereof. 

Text of Amendatoir Xtevenne Acts. 
Complete original text of Bevenue Acts 
amending this section, 1939 to date, see 
volumes “Title 26 — Internal Bevenue 
Acts”. 

legislative History and Congressional 
Comment: For legislative history and 
purpose of Act May 23, 1952, see 1952 
XJ.S.Code Cong, and Adm.Ncws, p. 1489. 
See, also, Act Aug. 8, 1947, 1947 XJ.S.Code 
Cong. Service, p. 1683. 


§ 8482. Conveyances 

Deed, instrument, or writing, (unless deposited in escrow before April! 

I, 1932), whereby any lands, tenements, or other realty sold sball be 
granted, assigned, transferred, or otherwise conveyed to, or vested in, the 
purchaser or purchasers, or any other person or persons, by his, her, or 
their direction, when the consideration or value of the interest or prop- 
erty conveyed, exclusive of the value of any lien or encumbrance remain- 
ing thereon at the time of sale, exceeds $100 and does not exceed $500, 
65 cents; and for each additional $600 or fractional part thereof, 66 cents. 
This section shall not apply to any instrument or writing given to secure 
a debt. 63 Stat. 425, amended June 29, 1939, 10 p. m,, E3. S. T., c. 247, 
Title I, § 1, 63 Stat. 862; June 25, 1940, 11:46 a. m., B. S. T., c, 419, Title 

II, § 209, 64 Stat. 622; Sept, 20, 1941, 12:16 p. m„ B. S. T., c. 412 Title 
V, §§ 605, 621(a) (24), 66 Stat. 706, 707. 


Historical Note 

1941 Amendmont. Act Sept. 20, 1941, §8 parenthesis, and substituted cents^** 
605, 621(a) (24), respectively struck out for “60 cents”. 

“delivered before July t 1945” preceding 
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1940 Amendbnaent. Act June 25, 1940, 

■struck out “1941” and inserted in lieu 
thereof “1945”. 

1939 Amendment. Date “1941” was 
substituted for “1939” by Act June 29, 

1930. 

Effectiv® Date of 1941 Amendment. 

The rates specified in Act Sept 20, 1941, 

§ 3483. Administrative provisions 

Sections 1808 and 1809 of subchapter A of chapter 11 and subchapters 
B, C, and E of such chapter shall, insofar as applicable and not incon* 
Bistent With this chapter, be applicable in respect of the taxes imposed by 
this chapter. 63 Stat. 425. 


were made effective on, and applicable 
only with respect to the period after the 
date of enactment of that Act, by section 
521(b) thereof. 

Text of AmendAtory Bevenne Acts. 
Complete original text of Bevenu® Acts 
amending this section, 1939 to date, see 
volumes “Title 26--Internal Bevenue 
Acts”. 


CHAPTER 32.— SUGAR 

SUBCHAPTER A.— MANUFACTURE 

•Sec. 

3490. Tax. 

3491. Returns and payment of tax. 

3492. Persons classed as manufacturers. 

3493. Exportation. 

3494. Use as livestock feed or for distillation of alcohol. 

3495. Addition to tax in case of nonpayment. 

3490. Other laws applicable, 

3497. Regulations. 

3498. Effective date of subchapter. 

SUBCHAPTER B.— IMPORTATION 

3600. Rate of tax. 

3501, Assessment and payment. 

SUBCHAPTER C.— GENERAL PROVISIONS 

3506. Penalty for oihcials investing or speculating in sugar, 

3507. Bejanitions. 

3508. Termination of taxes. 


SUBCHAPTER A.— MANUFACTURE 

§ 3490. Tax 

(a) Hate. Upon manufactured sugar manufactured In the United 
•.States, there shall be levied, collected and paid a tax, to be paid by the 
tnanufactiirer at the following rates: 

(1) Ou all manufactured sugar testing by the polariscope ninety-two 
sugar degrees, 0.465 cent per pound, and for each additional sugar degree 
shown by the polariscopic test, 0.00875 cent per pound additional, and 
fractions of a degree in proportion; 

(2) On all manufactured sugar testing by the polariscope less than 
ninety- two sugar degrees, 0.6144 cent per pound of the total sugars 

therein. 

(b) Exemption. No tax shall be reauired to be paid upon the manufac- 
ture of manufactured sugar by, or for, the producer of the sugar beets 
or sugarcane from which such manufactured sugar was derived, for con- 
sumption by the producer's own family, employees, or household, 63 
Stat 426. 
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§ S491. Betams and payment of tax 

(a) lEtetums. Tke manufacturer sliall file on the last day of each 
month a return and pay the tax with respect to manufactured sugar, (1) 
which has been sold, or used in the production of other articles, by the 
manufacturer during the preceding month (if the tax has not already 
been paid) and (2) which has not been so sold or used within twelve 
months ending during the preceding calendar month, after it was manu- 
factured (if the tax has not already been paid) . 

Por the purpose of determining whether sugar has been sold or used 
within twelve months after it was manufactured sugar shall be considered 
to have been sold or used in the order in which it was manufactured, 

(b) Payment of tax. Except as otherwise provided, the taxes imposed 
by this chapter shall be collected by the Bureau of Internal E-evenue under 
the direction of the Secretary. Such taxes shall be paid into the Treasury 
of the United States. 

(c) Place for filing return and payment of tax. Any person required, 
pursuant to the provisions of this section and section 3492, to file a return 
may be required to file such return with and pay the tax shown to be duo 
thereon to the collector for the district in which the manufacturing was 
done or the liability incurred. 63 Stat. 426. 

§ 3492. Persons classed as manufacturers 

Any person who acquires any sugar which is to be manufactured into 
manufactured sugar but who, without further refining or otherwise im- 
proving it in quality, sells such sugar as manufactured sugar or uses such 
sugar as manufactured sugar in the production of other articles for sale 
shall be considered for the purposes of sections 3490 and 3491 the manu- 
facturer of manufactured sugar and, as such, liable for the tax under 
section 3490 with respect thereto. 63 Stat. 427. 


§ 8493. Exportation 

(a) Refund of tax paid. Upon the exportation from the United States 
to a foreign country, or the shipment from the United States to any pos- 
session of the United States except Puerto Rico, of any manufactured 
sugar, or any article manufactured wholly or partly from manufactured 
sugar, with respect to which tax under the provisions of section 3496 
has been paid, the amount of such tax shall be paid by the Commissioner 
of Internal Revenue to the consignor named in the bill of lading under 
which the article was exported or shipped to a possession, or to the ship- 
per, or to the manufacturer of the manufactured sugar or of the articles 
exported, if the consignor waives any claim thereto in favor of such ship- 
per or manufacturer: Provided, That no such payment shall be allowed 
with respect to any manufactured sugar, or article, upon which, through 
substitution or otherwise, a drawback of any tax paid under section 3600 
has been or is to be claimed under any provisions of law made applicable 
by section 3501. 

(b) Period for filing refund claim. No payment shall be allowed under 
this section unless within two years after the right to such payment has 
accrued a claim therefor is filed by the person entitled thereto. 63 Stat. 
427, amended Oct. 8, 1940, c. 764, 64 Stat. 1022. 


Historical Note 


1940 Subsec. (a) amended 

toy Act Oct. 8, 1940, to insert “or to the 
manufacturer of the manufactured sugar 
or of the articles exported” following 
“to the shipper”. 

Sutosec. (to) amended by Act Oct 8, 
1940, to increase the filing period from 
one to two years. 


Text of Annan datory Bavamue Acts. 
Complete original text of Beveuue Acts 
amending this section, 1939 to date, see 
volumes “Title 20— Internal Itevenue 
Acts”, 
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§ 8494. Use as livestock feed or for distillation of alcohol 

(a) Refund of tax paid. Upon the use of any manufactured sugar, or 
article manufactured therefrom, as livestock feed, or in the production 
of livestock feed, or for the distillation of alcohol, there shall be paid by 
the Commissioner to the person so using such manufactured sugar, or 
article manufactured therefrom, the amount of any tax paid under section 
3490 with respect thereto. 

(b) Period for filing refund claim. No payment shall be allowed under 
this section unless within one year after the right to such payment has 
accrued a claim therefor is filed by the person entitled thereto. 63 Stat. 
427. 


§ 8495. Addition to tax in case of nonpayment 

If the tax is not paid when due there shall be added as part of the tax 
Interest at 6 per centum per annum from the date the tax became due- 
until the date of payment. 53 Stat. 427. 

§ 8496. Other laws applicable 

All provisions of law, including penalties, applicable with respect to* 
the taxes imposed under Subchapter A of chapter 29, shall, insofar as 
applicable and not Inconsistent with the provisions of this chapter, be 
applicable in respect to the tax imposed by section 3490. 63 Stat. 427. 

§ 8497. Regulations 

The Commissioner, with the approval of the Secretary, shall prescribe 
such rules and regulations as may be necessary to carry out all provisions 
of this chapter, except Subchapter B. 53 Stat. 428. 

§ 8498. Effective date of subchapter 

This subchapter shall take effect on the first day of that calendar month, 
occurring next after the enactment of this title. 53 Stat. 428. 


SUBCHAPTER B. — IMPORTATION 

§ 8500. Kate of tax 

In addition to any other tax or duty Imposed by law, there shall be* 
imposed, under such regulations as the Commissioner of Customs shall 
proscribe, with tho approval of the Secretary, a tax upon articles imported 
or brought into the United States as follows: 

(1) On all manufactured sugar testing by the polariscope ninety-two- 
sugar degrees, 0.465 cent per pound, and for each additional sugar degree 
shown by the polariscopic test, 0.00876 cent per pound additional, and 
fractions of a degree in proportion; 

(2) On all manufactured sugar testing by the polariscope less than 
ninety-two sugar degrees 0.6144 cent per pound of the total sugars 
therein ; 

(3) On all articles composed in chief value of manufactured sugar 
0.6144 cent per pound of the total sugars therein. 63 Stat. 428. 

§ 8501. Assessment and payment 

Such tax shall be levied, assessed, collected, and paid in the same man- 
ner as a duty imposed by the Tariff Act of 1930, 46 Stat. 690, 672 (U.S.C. 
Title 19, c. 4) and shall be treated for the purposes of all provisions of law 
relating to the customs revenue as a duty imposed by such Act, except that 
for the purposes of sections 336 and 360 of such Act (the so-called flexible- 
tariff and trade-agreements provisions) such tax shall not be considered' 
a duty or import restriction, and except that no preference with respect 
to such tax shall be accorded any articles imported or brought into the* 
United States. 63 Stat. 428. 
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Historical JTote 


Beferenees in Text. Such Act, referred 
to in the text, has reference to the Tariff 
Act of 19S0, which is classified to chap- 
ter 4 of Title 19, Customs Duties. 


Sections 336 and 350 of such Act refer 
to said sections of the Tariff Act of 1930 
an d are classified to sections 1336 and 1350 
of said Title 19. 


SUBCHAPTER C. — GENERAL PROVISIONS 

§ 3506. Penalty for officials investing or speculating in sngar 

No person shall, while acting in any official capacity in the adminis- 
tration of this chapter, invest or speculate in sugar or liquid sugar, con- 
tracts relating thereto, or the stock or membership interests of any asso- 
ciation or corporation engaged in the production or manufacturing of 
sugar or liquid sugar. Any person violating this section shall upon con- 
viction thereof be fined not more than $10,000 or imprisoned not more 
than two years, or both. 53 Stat. 428. 

g 3507. Definitions 

For the purposes of this chapter — 

(a) Person. The term ^'person'* means an Individual, partnership, 
-corporation, or association. 

(b) Manufactured sugar 

The term ‘‘manufactured sugar’‘ means any sugar derived from sugar 
beets or sugarcane, which is not to be, and which shall not be, further 
refined or otherwise improved in quality; except sugar in liquid form 
which contains nonsugar solids (excluding any foreign substance that 
may have been added or developed in the product) edual to more than 
6 per centum of the total soluble solids, and except also sirup of cane 
juice produced from sugar cane grown in continental United States. 

The grades or types of sugar within the meaning of this definition 
shall include, but shall not be limited to, granulated sugar, lump sugar, 
cube sugai*, powdered sugar, sugar in the form of blocks, cones, or molded 
shapes, confectioners' sugar, washed sugar, centrifugal sugar, clarified 
sugar, turbinado sugar, plantation white sugar, muscavado sugar, re- 
finers' soft sugar, invert sugar mush, raw sugar, sirups, molasses, and 
sugar mixtures. 

(c) Total sugars. The term “total sugars" means the total amount 
of the sucrose (Clerget) and of the reducing or invert sugars. The total 
sugars contained In any grade or type of manufactured sugar shall be 
ascertained in the manner prescribed In paragraphs 758, 759, 762, and 
763 of the United States Customs Regulations (1931 edition). 

(d) United States. The term "United States" shall be deemed to 
include the States, the Territories of Hawaii and Alaska, the District of 
Columbia, and Puerto Rico. 53 Stat. 428, amended Aug. 8, 1947, c. 
519, Title V, § 501(a), 61 Stat. 934. 


Historioal Note 


1917 Ammdmont. Subsoc. (b) amended 
by Act Ang. 8, 1947, which redefined “su- 
gar” to conform to the definition in sec- 
tion 1101 of Title 7, Agriculture. 

^Effective Date of 1947 Amendment. 
Section 501(c) of Act Aug. 8, 1947, pro- 
vided: “The amendments to the Internal 
Bevenue Code [sections 3507(b) and 
3508 of this title] provided for in this 
section [section 501(a), (b) of Act Aug. 8, 
1947, Cited to text] shall become effective 
upon the first day of the second month 


following the date of the enactment of 
this Act [Aug, 8, 1947],» 

Text of Ammdaioiry Bevenu© Acta. 
Complete original text of Bevenue Acta 
amending this section, 1939 to date, see 
volumes “Title 2^— Internal Revenue 
Acts*', 

Gongresslonal Coxmnmts For leglaia- 
tive history and purpose of Act Aug. 8, 
1947, see 1947 U.S.Code Cong. Service, p. 
1086. 
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§ 3508. Terminatloii of taxes 

No tax shall be Imposed under this chapter on the manufacture, use, 
or importation of sugar or articles composed in chief value of sugar after 
June 30. 1957. Notwithstanding the provisions of section 3490 or 3500, 
no tax shall be imposed under this chapter with respect to unsold sugar 
held by a manufacturer on June 30, 1967, or with respect to sugar or 
articles composed in chief value of sugar held in customs custody or 
control on such date. 

With respect to any sugar or articles composed in chief value of sugar 
upon which tax imposed under section 3500 has been paid and which, on 
June 30, 1957, are held by the importer and Intended for sale or other 
disposition, there shall be refunded (without interest) to such importer, 
subject to such regulations as may be prescribed by the Commissioner of 
Customs with the approval of the Secretary, an amount equal to the tax 
paid with respect to such sugar or articles composed in chief value of 
sugar. 63 Stat. 429, amended Oct. 15, 1940, c. 887, § 2, 64 Stat. 1178; 
Dec. 26, 1941, c. 638, § 5, 55 Stat. 873; June 20, 1944, c. 266, § 2, 58 
Stat. 284; July 27, 1946, c. 686, § 2, 60 Stat. 707; Aug. 8, 1947, c. 
619, Title V, § 601(b), 61 Stat. 934; Sept. 1, 1961, c. 379, § 6, 65 Stat. 
320. 

Historical Note 


195t Amondmeiit, Act Sept. 1, 1951, 

amended section by substituting “June 
30, 1957“ in lieu of “June 30, 1953“ wbere- 
ever appearing. 

1047 Amendment. Act Aug. 8, 1947, 

amended section by extending the termi- 
nation date to June 30, 1953, by provid- 
ing that no tax shall be Imposed with 
respect to unsold sugar held by a manu- 
facturer on June 30, 1953, and by pro- 
viding that with respect to sugar hold 
by an importer and Intended for sale or 
other disposition on June 80, 1953, shall 
have the tax refunded, 

1040 Amendment, Act July 27, 1940, 
amended section by extending termina- 
tion date from June 30, 1947 to June 30, 
194a 

1044 Amendment. Act June 20, 1944, 
amended section by substituting “June 
30, 1947.“ for “June 30, 1945.“. 

1040 Amendment. Date extended from 
June 30, 1041 to June 30, 1942 by Act 
Oct. 15, 1940, 


XlATective Date of 1051 Amendment. 
Amendment of section as effective Jan. 
1, 1953, see note set out under section 
1112 of Title 7, Agriculture. 

Bffectlve Date of 1947 Amendment. 
Section 501(c) of Act Aug. 8, 1947, provid- 
ed: “The amendments to the Internal 
Bevenue Code [sections 8507(b) and 3508 
of this title] provided for in this section 
[section 501(a), (b) of Act Aug. 8, 1947, 
cited to text] shall become effective upon 
the first day of the second month fol- 
lowing the date of the enactment of this 
Act [Aug. 8, 1947].“ 

Text of Amendatory Bevenue Acts. 
Complete original text of Revenue Acts 
amending this section, 1939 to date, see 
volumes “Title 26— -Internal Revenue 
Acts“. 

Conurroislonal Comments For legisla- 
tive history and purpose of Act June 20, 
1944, see 1944 U.S.Code Cong.Service, p. 
1141. 


CHAPTER 33.— BITUMINOUS COAL 


Hisiorloal Note 

Expiration Bituminous Coal Act of 1037. gust 23, 1943, upon authority of Act May 
The Bituminous Coal Act of 1937, sec- 21, 1948, c, 97, 57 Stat 82. 
tlons 828-852 of Title 15, expired on An- 
il Expired. Maf 21, 1043, c. 07, 67 Stat. 82, eff. Aug. 

214, 1048, 12:01 A. M. 

Historical Note 

Section 3527 was amended by Acts Apr. Sections m Originally Enaetedt 

11, 19tt, e. 64, i 1(b), 66 Stat 184} Apr. “§ 3629. TCax 

23, 1943, c. 68, 67 Stat 08; Jday 21. Ito, «<a) paslc tax, ' , , 

c. 97, 57 Stat, 82, ^*(1) State. There shall be Imposed pp- 

on the sale or other disposal of bltunil- 
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nons coal produced wltliin the United 
States when sold or otherwise disposed 
of by the producer thereof an excise tax 
of 1 cent per ton of two thousand pounds. 

**1he term ‘disposal* as used in this 
section includes consumption or use 
(whether in the production of coke or 
fuel, or otherwise) by a producer, and 
any transfer of title by the producer 
other than by sale. 

“(3) Exemption. The tax imposed by 
paragraph (1) of this subsection shall 
not apply in the case of a sale of coal for 
the exclusive use of the United States or 
of any S-tate or Territory of the United 
States or the District of Columbia, or 
any political subdivision of any of them, 
for use in the pexlormance ol govern- 
mental functions. 

‘‘(b) Additional Tax 
“(1) Bate. In addition to the tax Im- 
posed by subsection (a) of this section, 
there shall be imposed upon the sale or 
other disposal of bituminous coal pro- 
duced within the United States, when 
sold or otherwise disposed of by the pro- 
ducer thereof, which would be subject 
to the application of the conditions and 
provisions of the code provided for in 
section 4: of the Act of April 26, 1937, c. 
127, 50 Stat. 76, or of the provisions of 
section 4r-A of such Act, an excise tax 
in an amount equal to 19% per centum 
of the sale price at the mine in the case 
of coal disposed of by sale at the mine, 
or in the case of coal disposed of other- 
wise than by sale at the mine, and coal 
sold otherwise than through an arms* 
length transaction, 19% per centum of 
the fair market value of such coal at 
the time of such disposal or sale. 

“(3) Exemption. In the case of any 
producer who is a code member as pro- 
vided in section 4 of the Act of April 26, 
1937, c. 127, 60 Stat. 76, and is so cer- 
tified to the Commissioner of Internal 
Kevenue by the Commission, the sale or 
disposal by such producer during the 
continuance of his membership in the 
code of coal produced by him shall be 
exempt from the tax Imposed by this 
subsection. 

‘^(3) Cross reforenco 
“I’d revocation of code membership 
and right to tax exemption, see section 5 
of such act of April 26, 1937. 

“53 Stat. 430. 

“8 3531. Eayment of tax 
“The taxes imposed by section 3520 
shall bo paid to the United States by the 
producer, and shall be payable monthly 
for each calendar month on or before the 
first business day of the second succeed- 
ing month, under such regulations and 
in such manner as shall be prescribed 
by the Commissioner, with the approv- 
al of the Secretary. 53 Stat. 431. 

“§ 3533. Eesale for governmental use 
“Under regulations prescribed by the 
Commissioner with the approval of the 
Secretary, a credit against the tax im- 
posed by subsection (a) of section 3620 
or a refund may be allowed or made to 
any producer of coal in the amount of 
>such tax paid with respect to the sale of 
*coal to any vendee, if the producer has 


in his possession such evidence as the 
regulations may prescribe that such coal 
was resold by any person for the exclu- 
sive use of the United States or of any 
State, Territory of the United States, or 
the District of Columbia, or any political 
subdivision of any of them, for use in 
the performance of governmental func- 
tions. 53 Stat. 431. 

“§ 3523. Market value 
‘Tn the case of coal disposed of other- 
wise than by sale at the mine, and coal 
sold otherwise than through an arms' 
length transaction, the Commissioner 
shall determine the market value thereof. 
Such market value shall equal the cur- 
rent market price at the mine of coal of 
a comparable kind, quality, and size 
produced for market in the locality 
where the coal so disposed of is pro- 
duced. 63 Stat. 431. 

“8 3624. Othei: laws applicable 
“All provisions of law, including pen- 
alties and refunds, applicable in respect 
of the taxes imposed by Subchapter A of 
chapter 29, shall, insofar as applicable 
and not Inconsistent with the provisions 
of this chapter, bo applicable with re- 
spect to taxes imposed under this chap- 
ter. 53 Stat. 431. 

3635. Constitutioxiality 
“No producer shall, by reason of his 
acceptance of the code provided for in 
section 4 of the Act of April 26, 1937, c. 
127, 50 Stat. 76, or of the exemption from 
the tax provided in subsection (b> of 
section 3620, be held to be precluded or 
estopped from contesting the constitu- 
tionality of any provision of this chapter 
or of the code, or the validity or applica- 
tion of either to him or to any part of 
the coal produced by him. 53 Stat, 43U 
“8 3626. Deflnltlona 
“As used in this chapter— 

“(a) Coal. The term ‘coal’ means bi- 
tuminous coal. 

“(b) Bituminous coal. The term ‘bitu- 
minous coal’ includes all bituminous, 
semibituminous, and subbituminous coal 
and shall exclude lignite, which is de- 
fined as a lignitic coal having calorific 
value in British thermal uuits of less 
than seven thousand six hundred per 
pound and haring a natural moisture 
content In place in the mine of 80 per 
centum or more. 

“(o) Troducer. The term ‘producer' 
Includes all Individuals, firms, associa- 
tions, corporations, trustees, and receiv- 
ers engaged ha the business of mining 
coal. 

“(d) Xntersta.to oonunerce. The term 
‘interstate commerce’ means commerce 
among the several States and Territories, 
with foreign nations, and with the Dis- 
trict of Columbia. 

“(e) United States. The term ‘United 
States* when used in a geographical 
sense includes only the States, the Ter- 
ritories of Alaska and Hawaii, and the 
District of Columbia. 63 Stat. 431, 

“§ 8627. Terminatioii of tax 
“This chapter shall cease to be in ef- 
fect, except as provided in section 16 of 
the Bevlsed Statutes (U.S.C. Title I, | 
29), and any agencies and offices eatab- 
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Mslied therennder shall cease to exist on 
and after April 26, 1941 53 Stat. 432. 

3528. Effective date of chapter 
'‘This chapter shall .take effect on the 
first day of that calendar month occur- 
ring next after the enactment of this 
title. 63 Stat. 432,” 


Text of Amendatory Beveime Act®. 
Complete original text of Eevenue Acts 
amending this section, 1939 to date, see 
volumes ‘‘Title 26 — ^Internal Eevenue 
Acts*', 


CHAPTER 33A.— USE OF MOTOR VEHICLES AND 

BOATS 


§ S540. Repealed. Nov. S, 1945, 5:17 p. m., E. S. T., c. 463, Title 
m, § 301, 59 Stat. 575. 

Hifltorieal Note 


Section, added Sept. 20, 1941, 12:15 p. 
m., BS.T., c. 412, Title V. i 657, 55 
Stat. 723, related to tax on use of motor 
vehicles and boats. 


Effective Bate, Act Nor. 8, 1945, 5;17 
p. m., B3.S.T., c 453, Title III, { 301, 69 
Stat. 675 provided that repeal of section 
was effective with respect to the period 
after June 30, 1946. 


SUBTITLE D.— GENERAL ADMINISTRATIVE PROVISIONS 


Chap. Sec. 

34. Information and Returns 3600 

35. Assessment 3640 

36. Collection 3650 

37. Abatements, Credits, and Refunds 3770 

38. Miscellaneous Provisions 3790 


Investigation of Nones sent I a1 Federal 
Kxpeiidltures* Act Sept. 20, 1941, 12 :15 p. 
m., E.S.T., c. 412, Title VI, § (iOl, 56 Slat. 
726, provided as follows: 

“(a) There Is hereby established a 
committee to investigate Federal expend- 
itures (hereinafter referred to as the 
‘committee’), to be composed of (1) three 
membera of the Senate Committee on 
Finance and three members of the Sen- 
ate Committee on Appropriations, to be 
appointed by the President of the Sen- 
ate; (2) three members of the House 
Committee on Ways and Means and three 
members of the House Committee on Ap- 
propriations, to be appointed by the 
Speaker of the House of Eepresentatlves ; 
and (8) the Secretary of the Treasury, 
and the Director of the Bureau of the 
Budget A vacancy in the committee 
shall not affect the power of the remain- 
ing members to execute the functions of 
the committee, and shall be filled in the 
same manner as the original selection. 
A majority of the committee shall con- 
stitute a guorum, and the powers con- 
ferred upon them by this section may be 
sxercised by a majority vote. 

”(b) It shall be the duty of the com- 
mittee to make a full and complete study 
and investigation of all expenditures of 
the Fedora) Government with a view to 
recommending the elimination or reduc- 
tion of all such expenditures deemed by 

T. 26h 69 


the committee to be nonessential. The 
committee shall report to the President 
and to the Congress the results of its 
study, together with Its recommenda- 
tions, at the earliest practicable date. 

“(c) The committee, or any duly au- 
thorized subcommittee thereof, is au- 
thorized to hold such hearings, to sit and 
act at such times and places, to employ 
such experts and such clerical and other 
assistants, to require by subpena or oth- 
erwise the attendance of such witnesses 
and the production of such books, pa- 
pers, and documents, to administer such 
oaths, to take such testimony, and to 
make such expenditures, as it deems ad- 
visable. The provisions of sections 102 
to 104, Inclusive, of the Eevised Statutes 
[Title 2, D.S.C. §f 192, 193. 194] shall 
apply in case of any failure of any wit- 
ness to comply with any subpena, or to 
testify when summoned under the author- 
ity of this section. 

“(d) The committee is authorized to 
utilize the services, information, facilities, 
and personnel of the departments and 
agencies of the Government, 

“(e) There Is hereby authorized to be 
appropriated, the sum of 110,000, or so 
much thereof as may be necessary, to 
carry out the provisions of this section. 

“(f) All authority conferred by this 
section shall terminate upon the sub- 
mission of the commlttee^s flual report." 
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AppYoprlatl<iii9. Additional $20,000 for 
tMs committee was autiiOTlzed by Act 
July 0, 1952, c, 593. § 101, 66 Stat 471. 

Similar provisions were contained in 
the following appropriation acts: 

1051— Oct. 11, 1951, c. 485, $ 101, 65 
Stat. 895. 

1950— Sept. 6, 1950, c. 896, c. II, § 101, 
64 Stat. 601. 

1949— May 24, 1949. c. 138, f 101, 63 
Stat 77. 


104T— Mar. 22, 1947, c. 20, Title I, § 101, 
61 Stat. 16. 

1946— May 18, 1946, c. 263, Title I, i lOl, 
60 Stat. 184. 

1945— July 5, 1945, c. 271, Title I. § lOl, 
59 Stat. 413. 

1944— Dec. 22, 1944, c. 660, Title I, S 101, 
58 Stat. 854. 

1943— July 12, 1943, 4 p. m., E.W.T., 
c. 229, Title I, 57 Stat. 538. 

1942— Oct. 26, 1942, c. 629, Title II. M 
Stat. 994. 


CHAPTER 34.--INFORMATION AND RETURNS 

STJBCHAPTER A. — ^DISCOVERY OF TAX LIABILITY 

Sec. 

3600. Canvass of districts for taxable persons and objects. 

3601. Entry of premises for examination of taxable objects. 

3602. Search warrants, 

3603. Notice requiring records, statements, and special returns. 

3604. Returns as to formation, etc., of foreign corporations. 

STJBCHAPTER B. — ^DETERMINATION OP TAX LIABILITY 

3611. Returns executed by taxpayer. 

3612. Returns executed by Commissioner or collector. 

3613. Listing by collector of taxable objects owned by nonresidents of 

collection district. 

3614. Examination of books and witnesses. 

3615. Summons from collector to produce books and give testimony, 

3616. Penalties. 

3617. Penalties and awards to informers with respect to illegally pro- 

duced petroleum. 

SUBCHAPTER C. — MISCELLANEOUS PROVISIONS 

3630. Classification of and time for taking lists or returns. 

3631. Restrictions on examination of taxpayers. 

3632. Authority to administer oaths, take testimony, and certify* 

3633. Jurisdiction of district courts. 

3634. Extension of time for filing returns. 


SUBCHAPTER A. — DISCOVERY OP TAX LIABILITY 

§ B600. Canvass of districts for taxable persons and objects 
Every collector shall, from time to time, cause his deputies to pro- 
ceed through every part of his district and inquire after and concerning 
all persons therein who are liable to pay any internal revenue tax, and 
all persons owning or having the care and management of any objects 
liable to pay any tax, and to make a list of such persons and enumerate 
said objects. 63 Stat. 435. 

§ 3601. Entry of premises for examination of taxable objects 
(a) Authority 

(1) Entry dnring day* Any collector, deputy collector, internal reve- 
nue agent, or inspector may enter, in the daytime, any building or place 
where any articles or obJiects subject to tax are tnade, produced, or kept, 
within his district, so far as it may be necessary fox the purpose of exam- 
ining said articles or objects. 
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(2) Entry at night. When such premises are open at night, such 
officers may enter them while so open, in the performance of their official 
duties. 

(b) Penalty for refusal to permit entry or escamination. Any owner 
of such building or place, or person having the agency or superintendence 
of the same, who refuses to admit such officer, or to suffer him to exam- 
ine such article or articles, shall, for every such refusal, forfeit $500. 

(c) Other penalties. If any person shall — 

(1) Forcible obstruction or hindrance to officers. Forcibly obstruct 
or hinder any collector, deputy collector, internal revenue agent, or 
inspector, in the execution of any power and authority vested in him 
by law, or 

(2) Forcible rescue of seized property. Forcibly rescue or cause to 
be rescued any property, articles, or objects after the same shall have 
been seized by him, or shall attempt or endeavor so to do, the person 
so offending, excepting in cases otherwise provided for, shall, for every 
such offense, forfeit and pay the sum of $500, or double the value of 
the property so rescued, or be imprisoned for a term not exceeding two 
years, at the discretion of the court. 53 Stat. 436. 

§ S602. Search warrants 

The several judges of the district courts of the United States, and 
the United States commissioners, may, within their respective juris- 
dictions, issue a search warrant, authorizing any internal revenue officer 
to search any premises within the same, if such officer makes oath in 
writing that he has reason to believe, and does believe, that a fraud 
upon the revenue has been or is being committed upon or by the use 
of the said premises. 

(But see sections 3116 and 3117.) 

53 Stat. 436. 

§ 3603. Hotlce requiring records, statements, and special returns 

Whenever in the judgment of the Commissioner necessary he may 
require any person, by notice served upon him, to make a return, render 
under oath such statements, or keep such records as the Commissioner 
deems sufficient to show whether or not such person is liable to tax. 
53 Stat. 436. 

§ 3604. Koturns as to formation, etc., of foreign corporations 

(a) Kequiroment. Under regulations prescribed by the Commissioner 
with the approval of the Secretary, any attorney, accountant, fiduciary, 
bank, trust company, financial institution, or other person, who aids, 
assists, counsels, or advises in, or with respect to, the formation, organiza- 
tion, or reorganization of any foreign corporation, shall, within 30 days 
thereafter, file with the Commissioner a return. 

(b) Form and contents of return. Such return shall be in such form, 
and shall set forth, under oath, In respect of each such corporation, to 
the full e^ctent of the information within the possession or knowledge 
or under the control of the person required to file the return, such In- 
formation as the Commissioner with the approval of the Secretary pre- 
scribes by regulations as necessary for carrying out the provisions of the 
income tax laws. Nothing in this section shall he construed to require 
the filing by an attorney-at-law of a return with respedt to any advice 
given or information obtained through the relationship of attorney and 
client. 

(c) Penalty. Any person required under subsection (a) to file a 
return, or to supply any information, who willfully fails to file such 
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return, or supply sncli information, at the time or times required by law 
or regulations, shall, in lieu of other penalties proTided by law for such 
offense, be gpailty of a misdemeanor and, upon conviction thereof, be fined 
not more than $2,000, or imprisoned for not more than one year, or both. 
53 Stat. 436, amended June 29, 1939, 10 p. m., E. S. T., c. 247. Title IV. 
§ 404, 53 Stat. 883. 


Historical Not© 


1&39 Ajnendment. Stibsec. (b), last sen- 
tence, amended by Act June 29, 1939. 

Effective Date ef 19S9 Amendment. 
Section 404 of Act June 29, 1939, also 
provided that the amendment of this 
section should be effective as of Feb. 10, 
1939, 


Text of Amendatory Revenue Acts. 
Complete original text of Revenue Acts 
amending this section, 1939 to date, see 
volumes “Title 26— Internal Revenue 
Acts“, 


SUBCHAPTBR B. — ^DETERMINATION OF TAX LIABILITY 

§ 8611. Returns executed by taxpayer 

When not otherwise provided for — 

(a) Preparation 

(1) By taxpayer. It shall he the duty of any person made liable to 
any special tax or other tax imposed by law, to make a list or return, 
verified by oath, to the collector or a deputy collector of the district 
where located, of the articles or objects, including the quantity of goods, 
wares, and merchandise, made or sold and charged with a tax, the sev- 
eral rates and aggregate amount, according to the forms and regula- 
tions to he prescribed by the Commissioner, with the approval of the 
Secretary, for which such person is liable. 

(2) By collector or deputy collector. If any person liable to pay any 
tax, or owning, possessing, or having the care or management of prop- 
erty, goods, wares, and merchandise, articles or objects liable to pay 
any tax shall fail to make and exhibit a list or return required by law, 
but shall consent to disclose the particulars of any and all the property, 
goods, wares, and merchandise, articles, and objects liable to pay any 
tax, or any business or occupation liable to pay any tax as aforesaid, 
then, and in that case, it shall be the duty of the collector or deputy 
collector to make such list or return, which, being distinctly read, con- 
sented to, and signed and verified by oath by the person so owning, 
possessing, or having the care and management as aforesaid, may be re- 
ceived as the list of such person. 

(b) Time for filing. The Ifst or return required under subsection (a) 
shall be made — 

(1) Special taxes. In the case of a special tax, on or before the 
31st day of July In each year, and 

(2) Other taxes. In other cases before the day on which the taxes 
accrue. 

(c) Delinquency. In case no annual list or return has been rendered 
by such person to the collector or deputy collector as required by law, 
and the person shall he absent from his or her residence or place of busi- 
ness at the time the collector or a deputy collector shall call for the an- 
nual list or return, it shall be the duty of such collector or deputy col- 
lector to leave at such place of residence or business, with some one of 
suitable age and discretion, if such be present, otherwise to deposit in 
the nearest post ofllce, a note or memorandum addressed to such person, 
requiring him or her to render to such collector or deputy collector th© 
list or return required by law within ten days from the date of such 
note or memorandum, verified by oath. 53 Stat. 437. 
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§ 3612. Returns executed by Comiuissioner or collector 

(a) Authority of collector. If any person fails to make and file a 
return or list at the time prescribed by law or by regulation made under 
authority of law, or makes, willfully or otherwise, a false or fraudulent 
return or list, the collector or deputy collector shall make the return or 
list from his own knowledge and from such information as he can obtain 
through testimony or otherwise. 

(b) Authority of Commissioner. In any such case the Commissioner 
may, from his own knowledge and from such information as he can 
obtain through testimony or otherwise — 

(1) To make return. Make a return, or 

(2) To amend collector’s return. Amend any return made by a col- 
lector or deputy collector. 

(c) Legal status of returns. Any return or list so made and subscribed 
by the Commissioner, or by a collector or deputy collector and approved 
by the Commissioner, shall be prima facie good and sufficient for all 
legal purposes. 

(d) Additions to tax 

(1) Failure to file return. In case of any failure to make and file a 
return or list within the time prescribed by law, or prescribed by the 
Commissioner or the collector in pursuance of law, the Commissioner 
shall add to the tax 25 per centum of its amount, except that when a 
return is filed after such time and it is shown that the failure to file it 
was due to a reasonable cause and not to willful neglect, no such addi- 
tion shall be made to the tax: Provided, That in the case of a failure to 
make and file a return reauired by law, within the time prescribed by 
law or prescribed by the Commissioner in pursuance of law, if the last 
date so prescribed for filing the return is after August 30, 1935, then 
there shall be added to the tax, in lieu of such 25 per centum: 5 per 
centum if the failure is for not more than 30 days, with an additional 
6 per centum for each additional 80 days or fraction thereof during 
which failure continues, not to exceed 25 per centum in the aggregate. 

(2) Fraud. In case a false or fraudulent return or list is willfully 
made, the Commissioner shall add to the tax 60 per centum of its 
amount, 

(3) Cross reference 

For additions to tax in th© case of income tax, see sections 291 and 298, and in the 
case of a deficiency in gift tax, se© section 1019, 

(e) Collection of additions to tax. The amount added to any tax un- 
der paragraphs (1) and (2) of subsection (d) shall be collected at the 
same time and in the same manner and as a part of the tax unless the 
tax has been paid before the discovery of the neglect, falsity, or fraud, 
in which case the amount so added shall be collected in the same manner 
as the tax. 

(f) Determination and assessment. The Commissioner shall deter- 
mine and assess all taxes, other than stamp taxes, as to which returns 
or lists are so made under the provisions of this section. 63 Stat. 437. 

§ 3613. Listing by collector of taxable objects owned by nonresi- 
dents of collection district 

Whenever there are in any district any articles not owned or possessed 
by or under the care or control of any person within such district, and 
liable to be taxed, and of which no list has been transmitted to the col- 
lector, as required by law, the collector or one of his deputies shall enter 
the premises where such articles are situated and shall take silch view 
thereof as may be necessary, and make lists of the same, according to 
the form prescribed. Said lists, being subscribed by such collector or 
deputy, shall be taken as sufficient lists of such articles for all ptirposes. 
53 Stat. 438. 
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§ 8614. Examination of books and witnesses 

(a) To determine liability of the taxpayer. The Commissioner* for the 
purpose of ascertaining the correctness of any return or for the purpose 
of making a return where none has been made, is authorized, by any 
officer or employee of the Bureau of Internal Revenue, including the field 
service, designated by him for that purpose, to examine any books, papers, 
records, or memoranda bearing upon the matters required to be in- 
cluded in the return, and may require the attendance of the person ren- 
dering the return or of any officer or employee of such person, or the 
attendance of any other person having knowledge in the premises, and 
may take his testimony with reference to the matter required by law 
to be included in such return, with power to administer oaths to such 
person or persons. 

(b) To determine liability of a transferee. The Commissioner, for 
the purpose of determining the liability at law or in equity of a trans- 
feree of the property of any person with respect to any Federal taxes 
imposed upon such person, is hereby authorized, by any officer or em- 
ployee of the Bureau of Internal Revenue, including the field service, 
designated by him for that purpose, to examine any books, papers, rec- 
ords, or memoranda bearing upon such liability, and may require the 
attendance of the transferor or transferee, or of any officer or employee 
of such person, or the attendance of any other person having knowledge 
in the premises, and may take his testimony with reference to the mat- 
ter, with power to administer oaths to such person or persons. 63 Stat. 
438. 


§ 8615. Summons from collector to produce books and give testi- 
mony 

(a) General authority. It shall be lawful for the collector, subject 
to the provisions of this section to summon any person to appear before 
him and produce books at a time and place named in the summons, and 
to give testimony or answer interrogatories, under oath, respecting any 
objects or income liable to tax or the returns thereof. The collector may 
summon any person residing or found within the State or Territory in 
which his district lies; and when the person intended to be summoned 
does not reside and can not be found within such State or Territory, 
he may enter any collection district where such person may be found 
and there make the examination herein authorized. And to this end 
he may there exercise all the authority which he might lawfully exercise 
in the district for which he was commissioned. 

(b) Acts creating liability. Such summons may be issued — 

(1) Refusal or neglect to comply with notice requiring return- If 
any person, on being notified or required as provided in section 3611, 
shall refuse or neglect to render such list or return within the time re- 
quired, or 

(2) Failure to render return on time. Whenever any person who is 
required to deliver a monthly or other return of objects subject to tax 
fails to do so at the time required, or 

(3) Erroneous, false, or fraudulent return. Whenever any person 
who is required to deliver a monthly or other return of objects subject 
to tax delivers any return which, in the opinion of the collector, is errone- 
ous, false, or fraudulent, or contains any undervaluation or nnderstate- 
ment, or 

(4) Refusal to permit examination of books. Whenever any person 
who is required to deliver a monthly or other return of objects subject 
to tax refuses to allow any regularly authorized Government officer to 
examine his books. 
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(c) Persons liable. Such summons may be issued to— 

(1) Persons mentioned in subsection (b). Any person mentioned In 
subsection (b), or 

(2) Persons having books. Any other person having possession, cus- 
tody, or care of books of account containing entries relating to the busi- 
ness of any person mentioned in subsection (b) , or 

(3) Other persons. Any other person the collector may deem proper, 

(d) Service. Such summons shall in all cases be served by a deputy 
collector of the district where the person to whom it is directed may be 
found, by an attested copy delivered to such person in hand, or left at 
his last and usual place of abode, allowing such person one day for each 
twenty-five miles he may be required to travel, computed from the place 
of service to the place of examination; and the certificate of service 
signed by such deputy shall be evidence of the facts it states on the hear- 
ing of an application for an attachment. When the summons requires 
the production of books, it shall be sufdclent if such books are described 
with reasonable certainty. 

(e) Enforcement. Whenever any person summoned under this section 
neglects or refuses to obey such summons, or to give testimony, or to 
answer interrogatories as required, the collector may apply to the judge 
of the district court or to a United States comiuissioner for the district 
within which the person so summoned resides for an attachment against 
him as for a contempt. It shall be the duty of the judge or commissioner 
to hear the application, and, if satisfactory proof is made, to issue an 
attachment, directed to some proper ojaOlcer, for the arrest of such person, 
and upon his being brought before him to proceed to a hearing of the 
case; and upon such hearing the judge or the United States commis- 
sioner shall have power to make such order as he shall deem proper not 
inconsistent with the law for the punishment of contempts, to enforce 
obedience to the requirements of the summons and to punish such person 
for his default or disobedience. 63 Stat. 439. 

§ 3616. Penalties 

Whenever any person — 

(a) False returns. Delivers or discloses to the collector or deputy any 
false or fraudulent list, return, account, or statement, with Intent to de- 
feat or evade the valuation, enumeration, or assessment intended to be 
made; or, 

(b) Neglect to obey summons. Being duly summoned to appear to 
testify, or to appear and produce books as required under section 3616, 
neglects to appear or to produce said books — 

he shall be fined not exceeding ?1,000, or be imprisoned not exceeding 
one year, or both, at the discretion of the court, with costs of prosecu- 
tion. 

(c) Cross reference 

For additions to tax in case of fraud or of failure to file returns, see section 3612(d). 
63 Stat 440. 

§ 3617. Penalties and awards to Informers with respect to illegally 

produced petroletwu 

(a) B^tllure to file return. Any person liable for tax on any income 
from illegally produced petroleum, who willfully falls to make return 
showing such income within the time prescribed by law shall, in addition 
to all other penalties prescribed by law, be liable to a civil penalty of 
$600 plus $60 for each day during which such failure continues. 

(b) Reward for informaideii. Any person not an officer or employee 
of the United States who furnishes to the Commissioner or any collector 
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original information leading to the recovery from any other person of 
any penalty under this section may be awarded and paid by the Com- 
missioner a compensation of one-half the penalty so recovered, as deter- 
mined by the Commissioner. 

(c) Income de&aed. As used in this section, the term ‘‘income from 
Illegally produced petroleum” means any income (not shown on a return 
made within the time prescribed by law) arising out of any sale or pur- 
chase of crude petroleum withdrawn from the ground subsequent to Jan- 
uary 1, 1982, in violation of any State or Federal law (not including 
Illegal withdrawal the penalties for which have been mitigated or satis- 
fied in pursuance of law prior to May 10, 1934), or arising out of any 
fee derived from acting as agent for any seller or purchaser in connection 
with a sale or purchase of such petroleum or products thereof, or any 
amount illegally received by any person charged with the enforcement 
of law with respect to such petroleum or products thereof. 53 Stat. 440. 

SUBCHAPTER C.— MISCELLANEOUS PROVISIONS 

§ $630. Classification of and time for taking lists or returns 

Lists or returns shall, where not otherwise specially provided for, be 
taken with reference to the day fixed for that purpose by this title; and 
where taxes accrue at other and different times, the list shall be taken 
with reference to the time when said taxes become due, and shall be 
denominated annual, monthly, and special lists or returns. 53 Stat. 440. 

§ 3631. Restrictions on examination of taxpayers 

No taxpayer shall be subjected to unnecessary examinations or investi- 
gations, and only one inspection of a taxpayer’s books of account shall be 
made for each taxable year unless the taxpayer requests otherwise or 
unless the Commissioner, after investigation, notifies the taxpayer in writ- 
ing that an additional inspection is necessary. 53 Stat. 441. 

§ 3632. Authority to adnainlster oaths^ take testimony, and certify 

(a) Internal revenue personnel 

(1) Persons in charge of administration of internal revenue laws gen- 
erally. Every collector, deputy collector, internal revenue agent, and 
internal revenue officer assigned to duty under an Internal revenue agent, 
is authorized to administer oaths and to take evidence touching any part 
of the administration of the Internal revenue laws with which he is 
charged, or where such oaths and evidence are authorized by law or regu- 
lation authorized by law to be taken. 

(2) Persons in charge of exports and drawbacks. Every collector of 
internal revenue and every superintendent of exports and drawbacks Is 
authorized to administer such oaths and to certify to such papers as may 
be necessary under any regulation prescribed under the authority of the 
internal revenue laws. 

(b) Others. Any oath or affirmation required or authorized by any 
internal revenue law or by any regulations made under authority thereof 
may be administered by any person authorized to administer oaths for 
general purposes by the law of the United States, or of any State, Territory, 
or possession of the United States, or of the District of Columbia, wherein 
such oath or affirmation is administered, or by any consular officer of the 
United States. This subsection shall not be construed as an exclusive 
enumeration of the persons who may administer such oaths or affirmations. 
53 Stat. 441. 

§ 3633. Jurisdiction pf district courts 

(a) To enforce summons. If any person Is summoned under the in- 
ternal revenue Laws to appear, to testify, or to produce books, papers, or 
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other data, the district court of the United States for the district in wMcIi 
such person resides shall have jurisdiction by appropriate process to com- 
pel such attendance, testimony, or production of books, papers, or other 
data. 

(b) To issue orders, processes, and Judgments 

For authority of district courts to issue orders, processes, and judgments for en- 
forcement of internal revenue laws, see section 3709. 

63 Stat. 441. 

§ S6S4. Extension of time for filing returns 

If the failure to file a return (other than a return of Income tax) or list 
at the time prescribed by law or by regulation made under authority of 
law is due to sickness or absence, the collector may allow such further 
time, not exceeding thirty days, for making and filing the return or list 
as he deems proper. 6 3 Stat. 441. 


CHAPTER 35.— ASSESSMENT 

Sec. 

3640. Assessment authority. 

3641. Certification of assessment lists to collectors. 

3642. Supplemental assessment lists. 

3643. Other laws applicable. 

3644. Establishment by regulation of mode or time of assessment. 

3645. Periods of limitation upon assessment 

3646. Cross references. 

3647. Delegation of assessment authority. 

§ 3640. Assessment authority 

The Commissioner is authorized and required to make the inquiries, 
determinations, and assessments of all taxes and penalties imposed by this 
title, or accruing under any former internal revenue law, where such 
taxes have not been duly paid by stamp at the time and in the manner 
provided by law. 63 Stat. 442, 

§ 3641. Oertlflcatiou of assessment lists to collectors 
The Commissioner shall certify a list of such assessments when made to 
the proper collectors, respectively, who shall proceed to collect and account 
for the taxes and penalties so certified. 63 Stat. 442. 

§ 3642. Supplemental assessment lists 

(a) Authorimtlon. Whenever it is ascertained that any list delivered 
to any collector is imperfect or incomplete in consequence of the omission 
of the name of any person liable to tax, or in consequence of any omis- 
sion, or understatement, or undervaluation, or false or fraudulent state- 
ment contained in any return made by any person liable to tax, the Com- 
missioner may, at any time within the period prescribed for assessment, 
enter on any monthly or speeial list: 

(t) Original assessments. The name of such person so omitted, to- 
gether with the amount of tax for which he may be liable, and also 

(2) Additional assessments. The name of any such person in respect 
to whose return, as aforesaid, there has been any omission, undervalua- 
tion, understatement, or false or fraudulent statement, together with the 
amount for which such person may be liable, above the amount for which 
he may have been assessed upon any return made as aforesaid. 

(b) Certlfi'catloii to -collector. The Compaissioner shall certify and 
return such list to the collector as required by law. 53 Stat 442, 
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§ 364S. Other laws applicable 

All proTisions of law for the ascertainment of liability to any tax, or the 
assessment or collection thereof, shall be held to apply, so far as may be 
necessary, to the proceedings authorized and directed under this chapter. 
53 Stat. 442. 

§ 3644. Establishment by regulaticm of mode or time of assessment 
Whenever the mode or time of assessing any tax which is imposed is not 
provided for, the Commissioner may establish the same by regulation. 53 
Stat. 442. 

§ 3645. Periods of limitation upon assessment 
For the periods of limitation prescribed for making assessments, see the following: 
Income tax — ^Taxpayer, sections 275 and 276; Transferee and fiduciary, section 311. 
Additional income tax on personal holding companies, section 507. 

Excess profits tax, section 603. 

Excess profits on Nary contracts, section 651. 

Unjust enrichment, section 702(a). ^ on#* 

Estate tax— Decedent, sections 874 and 875; Transferee and fiduciary, section WO. 
Gift tax— Donor, sections 1016 and 1017; Transferee and fiduciary, section 1025. 
Capital stock tax, section 3312. 

Transfers to ayoid income tax, section 3312. 

Employment taxes, sections 1635 and 3312. 

Safe deposit boxes, section 3312 
Firearms, section 3312. 

Tobacco, snuff, cigars, and cigarettes, sections 2002(b) and 3312. 

Documents, other instruments, and playing cards, section 3312. 

Admissions, and dues, section 3312. 

Oleomargarine, sections 3311 and 3312. 

Adulterated and process or renovated butter, sections 3311 and 3312. 

Filled cheese, sections 3311 and 3312. 

Mixed flour, sections 3311 and 3312. 

Narcotics, section 3312. 

White phosphorus matches, section 3312. 

Cotton futures, section 3312. 

Pistols and revolvers, section 3312. 

Circulation other than of national banks, section 3312. 

Liquoi^-Distilled spirits, section 3332; Wmes, section 3312; Fermented liquors, 
section 3312 ; Occupational taxes, section 3312. 

53 Stat. 443, as amended Aug. 28, 1960, c. 809, Title II, § 207(b) (3), 64 
Stat. 640. 

Historical Note 

1»50 ATn Pindmftnt. Act Aug. 28, 1950, amending this section, 1930 to date, see 
amended section by substitiiting “Em~ volumes **Title 26— Internal Revenue 
ployment taxes, sections 1635 and 3312'^ Acts’’. 

for “Employment taxes, section 3312»'. Ue^slatlve History* Eor legislative 

Text of Amendatory Bovenuo Acts. history and purpose of Act Aug. 28, 1950, 
Complete original text of Revenue Acts see 1950 U.S.Code Cong.Servlce. p, 3287. 

§ 3646 . Cross references 

For prohibition of su^s to restrain assessment of any tax, see section 3653. 

For prohibition upon assessment of taxes against insolvent banks, see section 3798. 

63 Stat. 443. 

§ 3647. Delegation of assessment authority 

The Commissioner, under regulations approved by the Secretary, is 
authorized to delegate to any oflacer or employee of the Bureau of Internal 
Revenue, including the field service, any authority, duty, or function which 
the Commissioner is authorized or required to exercise or perform under 
section 3640, 3641, or 3642. Added Aug. 27, 1949, c. 617, § 8, 63 Stat. 
668 . 

Historical Note 

Xiegislative History: Eor legislative history and purpose of Act Aug, 27, 1949, see 
1949 U.S.Code Cong.Servlce, p. 1876. 
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SUBCHAPTER A.— GENERAL PROVISIONS 

Sec. 

3650. Collection districts. 

3651. Collection authority. 

3652. Establishment by regulation of mode or time of collection. 

3653. Prohibition of suits to restrain assessment or collection. 

3654. General powers and duties relating to collection. 

3655. Notice and demand for tax. 

36 56. Payment by check and money orders, 

3657. Payment by United States notes and certificates of indebtedness. 

3658. Fractional parts of a cent. 

3659. Receipts for taxes. 

3660. Jeopardy assessment, 

3661. Enforcement of liability for taxes collected. 

3662. Prohibition of suits to replevy property taken under internal reve- 

nue laws. 

3663. Cross references. 

SUBCHAPTER B. — ^LIEN FOR TAXES 

3670. Property subject to lien- 

3671. Period of lien. 

3672. Validity against mortgagees, pledgees, purchasers, and Judgment 

creditors. 

3673. Release of lien. 

3674. Partial discharge of property. 

3675. Effect of certificates of release or partial discharge. 

3676. Single bond covering release of lien and payment of income tax 

deficiency. 

3677. Extended application of provisions relating to release or partial 

discharge. 

3678. Civil action to enforce lien on property. 

3679. Civil action to clear title to realty. 

3680. Cross references. 

SUBCHAPTER C.— DISTRAINT 
PART I.-— DISTRAINT ON PERSONAL PROPERTY 

3690. Authority to distrain. 

3691. Property exempt from distraint. 

3692. Levy. 

8693. Proceedings on distraint. 

3694. Priority of specific tax liability on distrained property. 

3695. Property for account of the United States. 

3696. Redemption of property. 

3697. Certificates of sale. 

8698. Cross references. 

PART II.— DISTRAINT ON REAL ESTATE 

3700. Authority to distrain. 

3701. Proceedings on distraint 

3702. Redemption of real estate, 

3703. Certificates of purchase. 

3 to 4, Deeds of sale. / ' , , - ^ 

3706. Transmission of certificates and deeds to dommlSslonof. 

3706. Records of sale. 

3707. Cross references. 
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PAKT ni.--GENERAL. PROVISIONS 

Sec. 

c3710. Surrender of property subject to distraint. 

2711. Production of books. 

3712. Sale of indivisible property. 

2713. Distraint by collector outside his district. 

3714. Period of limitation upon distraint. 

2715. Successive seizures. 

3716, Pees and charges in distraint and seizure cases. 

3717. Cross reference. 

SUBCHAPTEB D. — FORFEITURES 

3720. Seizure of forfeitable property- 

3721. Custody of seized goods prior to judicial proceedings. 

3722. Special disposition of perishable goods. 

3723. Judicial proceedings to enforce forfeiture. 

3724. Goods valued at $500 or less. 

3725. Stamping, marking, and branding seized goods. 

3726. Customs laws applicable. 

3727. Cross references. 

SUBCHAPTER B. — SUITS BY UNITED STATES 

3740. Authorization to commence suit. 

3741. Repealed. 

3742. Discontinuance or nolle proseaui. 

3743. Regulations. 

3744. Repealed. 

3745. Suits for fines, penalties, and forfeitures, 

3746. Suits for recovery of erroneous refunds. 

3747. Disposition of judgments and moneys recovered. 

3748. Periods of limitation. 

SXJBCHAPTER F. — CX.OSING AGREEMENTS AND COMPROMISES 

3760. Closing agreements. 

3761. Compromises. 

3762. Penalties. 


SUBCHAPTBR A. — GENERAL PROVISIONS 

§ 3650. Collection districts 

(a) Establishment and alteration. For the purpose of assessing, levy- 
ing, and collecting the taxes provided by the internal revenue laws, the 
President may establish convenient collection districts, and may from time 
to time alter said districts. 

(b) Number. The whole number of collection districts for the collec- 
tion of internal revenue shall not exceed 66. 

(c) Boimdarles 

(1) Hawaii. The Territory of Hawaii shall constitute a district for 
the collection of the Internal revenue of the United States, with a collector, 
whose office shall be at Honolulu, and deputy collectors at such other 
places in the several islands as the Secretary shall direct. 

(25) Elsewhere. For the purpose mentioned in subsection (a), the 
President may subdivide any State, Territory, or the District of Columbia, 
or may unite two or more States or Territories into one district 63 Stat. 
445. 
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Bilstorical Koto 

Bcleg^atiom of Functions. For delega- 17, 1951, 16 F.R. 9499, set out as a note 

tlon to the Secretary of the Treasury of under section 301 of Title 3^ The Presi- 

authority vested in the President by this dent, 
section, see Ex.Ord.No.l02S9, September 

§ S651. Collectioii authority 

(a) In general 

(1) Witlun district- It shall be the duty of the collectors or their 
deputies, in their respective districts, and they are authorized, to collect 
all the taxes imposed by law, however the same may be designated. 

(2) Outside district 

For authority of collector or deputy to collect taxes by distraint outside his own 
•collection district, but within the State, see section 3713. 

(b) Transferred assessments. Whenever a collector has on any list 
duly returned to him the name of any person not within Ms collection 
district who is liable to tax, or of any person so liable who has, in the col' 
lection district in which he resides, no sufficient property subject to 
seizure or distraint, from which the money due for tax can be collected, 
such collector shall transmit a statement containing the name of the per^ 
son liable to such tax, with the amount and nature thereof, duly certified 
under his hand, to the collector of any district to which said person shall 
have removed, or in which he shall have property, real or personal, liable 
to be seized and sold for tax. And the collector to whom the said certified 
statement Is transmitted shall proceed to collect the said tax in the same 
way as if the name of the person and objects of tax contained in the said 
certified statement were on any list of his own collection district; and 
he shall, upon receiving said certified statement as aforesaid, transmit Ms 
receipt for it to the collector sending the same to Mm. 63 Stat. 445. 

§ S652. Establishment by regulation of mode or time of collection 

Whenever the mode or time of collecting any tax which is Imposed is 
not provided for, the Commissioner may establish the same by regula- 
tion. 63 Stat. 446. 

§ S653. Frohlbition of suits to restrain assessment or collection 

(a) Tax. Except as provided in sections 272(a), 871(a) and 1012(a), 
no suit for the purpose of restraining the assessment or collection of any 
tax shall he maintained in any court. 

(b) liiabillty of transferee or fiduciary. No suit shall be maintained 
in any court for the purpose of restraining the assessment or collection of 
(1) the amount of the liability, at law or in equity, of a transferee of 
property of a taxpayer in respect of any Income, war-profits, excess- 
profits, or estate tax, ( 2 ) the amount of the liability, at law or in equity, 
of a transferee of property of a donor in respect of any gift tax, or (3) 
the amount of the liability of a fiduciary under section 3467 of the Re- 
vised Statutes (XJ.S.O., Title 31, § 192) In respect of any such tax. 53 
Stat. 446. 

g 8634. General powers and duties relating to collection 

(») Collectors. Every collector within his collection district shall see 
that all laws and regulations relating to the collection of internal revenue 
taxes are faithfully executed and complied with, and shall aid In the 
prevention, detection, and punishment of any frauds In relation thereto. 
For such purposes, he shall have power to examine all persons, books, 
papers, accounts, and premjisesi to administer oaths, and to Buffiinon any 
Iverson to produce books and papers, or to appear, and test^y Under oath 
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before Mm, and to compel compliance witb sncb summons in the same 
manner as provided in section 3615. 

(b) Deputy collectors. Every deputy collector shall have the like 
authority in every respect to collect the taxes levied or assessed within 
the portion of the district assigned to him which is by law vested in the 
collector himself; but each collector shall, in every respect, be responsi- 
ble, both to the United States and to individuals, as the case may be, for 
all moneys collected, and for every act done or neglected to be done, 
by any of his deputies while acting as such. 

(c) Internal revenue agents. Every internal revenue agent shall see 
that all laws and regulations relating to the collection of internal^ reve- 
nue taxes are faithfully executed and complied with, and shall aid in the 
prevention, detection, and punishment of any frauds in relation thereto. 
63 Stat 446. 

§ S655. Notice and demand for tax 

(a) Delivery. Where it is not otherwise provided, the collector shall 
in person or by deputy, within ten days after receiving any list of taxes 
from the Commissioner, give notice to each person liable to pay any taxes 
stated therein, to be left at his dwelling or usual place of business, or 
to be sent by mail, stating the amount of such taxes and demanding pay- 
ment thereof. 

(b) Addition to tax for nonpayment. If such person does not pay 
the taxes, within ten days after the service or the sending by mail of 
such notice, it shall be the duty of the collector or his deputy to collect 
the said taxes with a penalty of 5 per centum additional upon the amount 
of taxes, and interest at the rate of 6 per centum per annum from the 
date of such notice to the date of pajnnent; except that in the case of 
income, estate or gift taxes, such penalties shall not apply and the inter- 
est for nonpayment of tax shall be such as is specifically provided by law 
with respect to such taxes. 

(c) Cross references 

For additions to tax for nonpayment after notice and demand in case of— 

Income taxes, see sections 294:(b) and 297. 

Estate taxes, see section 893. 

Gift taxes, see section 1018. 

53 Stat. 446. 

§ 3656. Payment by check and money orders 

(a) Certified, cashiers^ and treasurers* checks and money order 
« (1) Authority to receive. It shall be lawful for collectors to receive 

for internal revenue taxes or in payment of stamps to be used in pay- 
ment of internal revenue taxes certified, cashiers^ and treasurers’ checks 
drawn on National and State banks and trust companies, and United States 
postal, bank, express, and telegraph money orders, during such time and 
under such regulations as the Commissioner, with the approval of the 
Secretary, may prescribe. 

(2) Discharge of liability. 

(A) Check duly paid. No person who may he indebted to the 
United States on account of internal revenue taxes or stamps used 
or to be used in payment of internal revenue taxes who shall have 
tendered a certified, cashier’s, or treasurer's check or money order as 
provisional payment therefor, in accordance with the terms of this 
subsection, shall be released from the obligation to make ultimate 
payment thereof until such certified, cashier's, or treasurer's check 
or money order so received has been duly paid* 

(B) Check unpaid. If any such check or money order so received 
Is not duly paid the United States shall. In addition to its light to 
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exact payment from the party originally indebted therefor, hare a 
lien for the amount of such check upon all the assets of the bank 
on which drawn or for the amount of such money order upon all the 
assets of the issuer thereof; and such amount shall be paid out of 
its assets in preference to any or all other claims whatsoever against 
said bank or issuer except the necessary costs and expenses of ad- 
ministration and the reimbursement of the United States for the 
amount expended in the redemption of the circulating notes of such 
bank. 

(b) other checks 

(1) Authority to receive. Collectors may receive checks in addition 
to those specified in subsection (a) in payment of taxes other than those 
payable by stamp during such time and under such rules and regulations 
as the Commissioner, with the approval of the Secretary, shall prescribe. 

(2) Ultimate liability. If a check so received Is not paid by the bank 
on which it is drawn the person by whom such check has been tendered 
shall remain liable for the pa 3 rment of the tax and for all legal penalties 
and additions to the same extent as if such check had not been tendered. 
53 Stat. 447, amended Dec. 22, 1944. c. 672, 68 Stat. 912. 


Historical Note 


1944 Amendment. Act Dec. 22, 1944, 
amended section generally to permit col- 
lectors to accept certified, cashiers*, and 
treasurers’ checks, money orders, and 
other checks, and changed section and 
subsec. (a) and (b) catchlines. 


Text of Amendatory Revenue Acta. 
Complete original text of Revenue Acts 
amending this section, 1939 to date, see 
volumes ‘’Title 26— Internal Revenue 
Acts”. 


§ 3657. Payment by United States notes and certificates of Indebted- 
ness 

Collectors may receive, at par with an adjustment for accrued inter- 
est, notes or certificates of indebtedness issued by the United States in 
payment of Income, war profits, and excess profits taxes, and any other 
taxes payable other than by stamp, during such time and under such 
rules and regulations as the Commissioner, with the approval of the Secre- 
tary, shall prescribe. 63 Stat. 447. 


§ 365S. Fractional parts of a cent 

In the payment of any tax under this title not payable by stamp a 
fractional part of a cent shall be disregarded unless it amounts to one- 
half cent or more, in which case it shall be increased to 1 cent. 63 Stat, 
448. 


§ 3659. Receipts for taxes 

(a) In general. Every collector and deputy collector shall give re- 
ceipts for all sums collected by him, excepting only when the same are 
in payment for stamps sold and delivered; but no collector or deputy 
collector shall issue a receipt in lieu of a stamp representing a tax. 

(b) Cross references 

For receipts in case of— 

Income tax, see section 66(h). 

Bstate tax, see section 823. ' ' 

Gift tax, see section 1008(e). 

53 Stat 448. 

§ 3660. JTeopardy assessment 

(a) If the Commissioner believes that the collection of any tax (other 
than income t$x, estate tax* and gift tax) under any provision of the 
Internal-revenue lawi vrfll be Jeopardized by delay, he shall, whether or 

943 



§3660 


COLLECTION 


not the time otherwise prescribed by law for making return and paying^ 
such tax has expired, immediately assess such tax (together with all 
interest and penalties the assessment of which is provided for by law). 
Such tax, penalties, and interest shall thereupon become immediately due 
and payable, and immediate notice and demand shall be made by the 
collector for the payment thereof. Upon failure or refusal to pay such 
tax, penalty, and interest, collection thereof by distraint shall be lawful 
without regard to the period prescribed in section 3 690. 

(b) The collection of the whole or any part of the amount of such 
assessment may be stayed by filing with, the collector a bond in such 
amount, not exceeding double the amount as to which the stay is desired, 
and with such sureties, as the collector deems necessary, conditioned up- 
on the payment of the amount collection of which is stayed, at the time 
at which, but for this section, such amount would be due, 53 Stat. 448. 

§ 3661. Enforcement of liability for taxes collected 

Whenever any person is required to collect or withhold any internal* 
revenue tax from any other person and to pay such tax over to the United 
States, the amount of tax so collected or withheld shall be held to be 
a special fund in trust for the United States. The amount of such fund 
shall be assessed, collected, and paid in the same manner and subject to 
the same provisions and limitations (including penalties) as are applica- 
ble with respect to the taxes from which such fund arose. 63 Stat. 448. 

§ 8662. Froliibition of suits to replevy property taken under internal 
revenue laws 

For statute prohibiting suits to replevy property taken under revenue laws, see 
section 934 E.S. 

53 Stat. 448. 


Historical Note 

Beferencos In Teoct. Section 934 R.S., 992, and Is now covered by section 2463? 

referred to In the text, was repealed by of Title 28, Judiciary and Judicial Pro- 
Act June 25, 1948, c. 646, § 39, 62 Stat cedure. 

§ 3663. Cross references 

For provisions relating to collection accounts, see subchapter B of chapter 41. 

For prohibition upon collection of any tax from insolvent banks, see section 8798v 

53 Stat. 448. 


SUBCHAPTER B.— LIEN FOR TAXES 

§ 8670. Property subject to lien 

If any person liable to pay any tax neglects or refuses to pay the same 
after demand, the amount (including any interest, penalty, additional 
amount, or addition to such tax, together with any costs that may accrue 
in addition thereto) shall be a lien in favor of the United States upon all 
property and rights to property, whether real or personal, belonging to 
such person. 53 Stat. 448. 

§ 3671. Period of lien 

Unless another date is specifically fixed by law, the lien shall arise 
at the time the assessment list was received by the collector and shall 
continue until the liability for such amount is satisfied or becomes un- 
enforceable by reason of lapse of time. 63 Stat. 449. 
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§ 3672. Validity against mortgagees, pledgees, purchasers, and Judg- 
ment creditors 

(a) Invalidity of lien without notice. Such lien shall not be valid as 
against any mortgagee, pledgee, purchaser, or judgment creditor until 
notice thereof has been filed by the collector — 

( 1 ) Under State or Territorial laws. In the office in which the filing 
of such notice is authorized by the law of the State or Territory in which 
the property subject to the lien is situated, whenever the State or Terri- 
tory has by law authorized the filling of such notice in an office within 
the State or Territory; or 

(2) With clerk of district court. In the office of the clerk of the Unit- 
ed States district court for the judicial district in which the property 
subject to the lien is situated, whenever the State or Territory has not 
by law authorized the filing of such notice in an office within the State 
or Territory; or 

(3) With clerk of District Court of the United States for the District 
of Columbia. In the office of the clerk of the District Court of the United 
States for the District of Columbia, if the property subject to the lien is 
situated in the District of Columbia. 

(b) (1) Exception in case of securities. Even though notice of a 
lien provided in section 3670 has been filed in the manner prescribed 
In subsection (a) of this section, or notice of a lien provided in section 
3186 of the Revised Statutes, as amended, has been filed in the manner 
prescribed in such section or subsection (a) of this section, the lien shall 
not be valid with respect to a security, as defined in paragraph (2) of 
this subsection, as against any mortgagee, pledgee, or purchaser, of such 
security, for an adequate and full consideration in money or money's 
worth, if at the time of such mortgage, pledge, or purchase such mort- 
gagee, pledgee, or purchaser is without notice or knowledge of the exist- 
ence of such lien. 

(2) Definition of security. As used in this subsection the term “se- 
curity" means any bond, debenture, note, or certificate, or other evidence 
of indebtedness, Issued by any corporation (Including one issued by a 
government or political subdivision thereof), with Interest coupons or in 
registered form, share of stock, voting trust certificate, or any certificate 
of interest or participation in, certificate of deposit or receipt for, tempo- 
rary or interim certificate for, or warrant or right to subscribe to or 
purchase, any of the foregoing; negotiable instrument; or money. 

(8) Applicability of subsection. Except where the lien has been en- 
forced by a proceeding, suit, or civil action which has become final be- 
fore the date of enactment of the Revenue Act of 1939, this subsection 
shall apply regardless of the time when the mortgage, pledge, or pur- 
chase was made or the lien arose. 63 Stat. 449, amended June 29, 1939, 
10 p. m., E. S. T., c, 247, Title IV, § 401, 53 Stat. 882; Oct. 21, 1942, 
4:30 p. m., B. W. T., c. 619, Title V, § 506, 66 Stat 967. 


Historloal Note 


In Text. Section 3186 of the 
Kevised Statutes, referred to in suhsec. 
(b) (1), was repealed by Act Feb. 10, 
1939, c, 2, I 4, 63 Stat. t and Is now cov- 
ered by sections 3670-S677 of tills title. 

Date of the enactment of the Revenue 
Act of 1939, referred to in subsec. (b) 
(3), was June 29, 1989, 10 p. m,, E.S.T. 

194,2 Snbsec. (a) (1) 

amended by Act Oct, 1942, wh|ch in- 
serted *Tn the office In which the filing 
of such notice is authorkedi by the law 
of the State or Territory,” for *Tn ac- 

T. 26h 0.S.C.A.— 60 


cordance with the law of the State or 
Territory”, and adding ”in an office 
within the State or Territory” following 
“of such notice”. 

1989 Amendment. Subsec. (a), former- 
ly entire section consisting of opening 
par. and subsecs, (a)--(c), was re-enacted 
as subsec. (a) by Act June 29, 1989. 
Word “pledgee” was Inserted in open- 
ing paragraph by said re-enactment. 

Snbsec. <b) added by Act June 29, 
1939. Former subsec. (b) re-eaacM «a 
subsec. (a) (2) by said Act 
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Former subsec. (c) re-enacted as snb- 
««c. (a) (S) by Act June 29, 1939. 

Text ot Amendatory Revenue Acts. 
Complete original text ot Revenue Acts 


amending this section, 1939 to date, see 
volumes “Title 26 — Internal Revenue 
Acts’*. 


§ 3673. Release of Hen 

Subject to such regulations as the Commissioner, with the approval 
of the Secretary, may prescribe, the collector charged with an assess- 
ment in respect of any tax, may issue a certificate of release of the lien 
if — 

(a) Liability satisfied or iinenforceable. The collector finds that the 
liability for the amount assessed, together with all interest in respect 
thereof, has been satisfied or has become unenforceable by reason of lapse 
of time; or 

(b) Bond accepted. There is furnished to the collector and accepted 
by him a bond that is conditioned upon the payment of the amount as- 
sessed, together with all interest in respect thereof, within the time pre- 
scribed by law (including any extension of such time), and that is in 
accordance with such requirements relating to terms, conditions, and form 
of the bond and sureties thereon, as may be specified in the regulations. 
53 Stat. 449. 


§ 3674. Partial discharge of property 

(a) Property double the amount of the liability. Subject to such 
regulations as the Commissioner, with the approval of the Secretary, 
may prescribe, the collector charged with an assessment in respect of 
any tax may issue a certificate of partial discharge of any part of the 
property subject to the lien if the collector finds that the fair market val- 
ue of that part of such property remaining subject to the Hen is at least 
double the amount of the liability remaining unsatisfied in respect of such 
tax and the amount of all prior liens upon such property. 

(b) Part payment. Subject to such regulations as the Commissioner, 
with the approval of the Secretary, may prescribe, the collector charged 
with an assessment in respect of any tax may issue a certificate of dis- 
charge of any part of the property subject to the Hen if there is paid 
over to the collector in part satisfaction of the liability in respect of such 
tax an amount determined by the Commissioner, which shall not be less 
than the value, as determined by him, of the interest of the United States 
in the part to be so discharged. In determining such value the Commis- 
sioner shall give consideration to the fair market value of the part to 
be so discharged and to such liens thereon as have priority to the Hen 
of the United States. 53 Stat. 449. 


§ 8675. Effect of certificates of release or partial discliarge 

A certificate of release or of partial discharge issued under this sub- 
chapter shall be held conclusive that the lien upon the property covered 
by the certificate is extinguished. 63 Stat. 450. 

§ 3676. Single bond covering release of lien and payment of hacome 
tax deficiency 

The Commissioner, with the approval of the Secretary, may by regu- 
lation provide for the acceptance of a single bond complying both with 
the requirements of section 272 (j) (relating to the extension of time 
for the payment of a deficiency) and. the requirements of subsection (b) 
of section 3673. 53 Stat. 450. 
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§ 3677. Extended application of provisions relating to release or par- 
tial discharge 

Sections 3673, 3674, 3675, and 3676 shall apply to a lien in respect 
of any internal revenue tax, whether or not the lien is imposed by this 
subchapter. 53 Stat. 450. 

§ 3678. CivU action to enforce lien on property 

(a) Filing. In any case where there has been a refusal or neglect 
to pay any tax, and it has become necessary to seize and sell property and 
rights to property, whether real or personal, to satisfy the same, whether 
distraint proceedings have been commenced or not, the Attorney General 
at the request of the Commissioner may direct a civil action to be filed, 
in a district court of the United States, to enforce the lien of the United 
States for tax upon any property and rights to property, whether real 
or personal, or to subject any such property and rights to property owned 
by the delinquent, or In which he has any right, title, or interest, to the 
payment of such tax. 

(b) Parties to proceedings. All persons having liens upon or claim- 
ing any interest in the property or rights to property sought to be sub- 
jected as aforesaid shall be made parties to such proceedings and be 
brought into court. 

(c) Adjudication and decree. The said court shall, at the term next 
after the parties have been duly notified of the proceedings, unless other- 
wise ordered by the court, proceed to adjudicate all matters involved 
therein and finally determine the merits of all claims to and liens upon 
the property and rights to property in question, and, in all cases where 
a claim or interest of the United States therein is established, may decree 
a sale of such property and rights to property, by the proper ofiBcer of 
the court, and a distribution of the proceeds of such sale according to 
the findings of the court in respect to the interests of the parties and 
of the United States. 

(d) Receivership- In any such proceeding, at the instance of the 
United States, the court may appoint a receiver to enforce the lien, or, 
upon certification by the Commissioner during the pendency of such pro- 
ceedings that it is in the public interest, may appoint a receiver with 
all the powers of a receiver in equity. 63 Stat. 460. 

§ 3679. Civil action to clear title to realty 

(a) Obtaining leave to file 

( 1 ) Request for institution of proceedings by United States. Any 
person having a lien upon or any interest in the real estate referred to 
in section 3678, notice of which has been duly filed of record in the juris- 
diction in which the real estate is located, prior to the filing of notice 
of the lien of the United States as provided in section 3672, or any per- 
son purchasing the real estate at a sale to satisfy such prior lien or in- 
terest, may make written request to the Commissioner to authorize the 
filing of a civil action as provided in section 3678. 

(2) Petition to court. If the Commissioner fails to authorize the filing 

of such civil action within six months after receipt of such written request, 
such person or purchaser may, after giving notice to the Commissioner, 
file a petition in the dlstrjlct couit of the United States for the district 
in which the real estate is located, praying leave to file a civil action for 
a final determination of all claims to or liens upon the real estate in 
question. , , 

m Court After a fuU fieaiing |n open court, ttie district court 

. may in its discretion enter an order , granting leave to file sueh clvfi action, 
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In whith the United States and all persons having^ liens upon or claiming 
any interest in the real estate shall be made parties. 

(b) Service on United States. Service on the United States shall be 
had in the manner provided by sections 5 and 6 of the Act of March 3, 
18 S 7, entitled '*An Act to provide for the bringing of suits against the 
Government of the United States”, c. 359, 24 Stat. 606 (TJ.S.C., Title 28, 
§§ 762, 763), as amended. 

(c) Adjudication. Upon the filing of such civil action the district court 
shall proceed to adjudicate the matters involved therein, in the same 
manner as in the case of civil actions filed under section 2678. For the 
purpose of such adjudication, the assessment of the tax upon which the 
lien of the United States is based shall be conclusively presumed to be 
valid. 

(d) Costs. All costs of the proceedings on the petition and the civil 
action shall be borne by the person filing the civil action. 53 Stat. 
450. 

Historical Note 


Beferences In Text. Sections 5 and 6 
of the Act of March 3, 1887, c. 359, 24 
Stat. 506, as amended, referred to in sub- 
sec. (b), were repealed by Act June 25, 
1943, c. 646, § 39, 62 Stat. 992, and are 


now covered by sections 607 and 1402 of 
Title 28, Judiciary and Judicial Pro- 
cedure, and Buies 4(d), 12(a) and 55(e) 
of the Federal Buies of Civil Procedure, 
28 U.S.C.A 


§ 3680. Cross references 

For lien in case of— * 

Estate tax, see section 827. 

Tax on distilled spirits, see section 2800(e). 

For provisions permitting the United States to be made party defendant In a pro- 
ceeding in a State court for the foreclosure of a lien upon real estate where the United 
States may have a claim upon the premises involved, see Act of March 4^ 1931, c. 518, 
46 Stat. 1528 (U.S.C., Title 28. U 901-906). 

53 Stat 451. 


Historical Note 

Beferencos in Text. Act of March 4, now covered by sections 1444 and 2410 
1931, c. 515, 46 Stat. 1528 (U.S.C., Title 28, of Title 28, Judiciary and Judicial Pro- 
§§ 901-900), was repealed by Act June cedure, 

25. 1948, C. 648. § 39. 62 Stat. 992, and is 


SUBCHAPTER C. — DISTRAINT 
PABT I.— DISTRAINT ON PERSONAL PBOPERTT 

§ 3690. Authority to distrain 

If any person liable to pay any taxes neglects or refuses to pay the 
same within ten days after notice and demand, it shall be lawful for the 
collector or his deputy to collect the said taxes, with such interest and 
other additional amounts as are required by law, by distraint and sale, 
in the manner provided In this subchapter, of the goods, chattels, or 
effects. Including stocks, securities, bank accounts, and evidences of debt, 
of the person delinquent as aforesaid. 63 Stat. 451. 

§ 3691. Property exempt from distraint 

(a) Enumeration. There shall be exempt from distraint and sale, if 
belonging to the head of a family — 

(1) School books and wearing apparel. The school books and wear- 
ing apparel necessary for such family; also 

(2) Arms. Arms for personal use; 

(3) Livestock. One cow, 2 hogs, 6 sheep and the wool thereof, pro- 
vided the aggregate market value of said sheep shall not exceed f60; 
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(4) Fodder. The necessary food for such cow, hogs, and sheep, for 
a period not exceeding thirty days; 

(5) Fuel. Fuel to an amount not greater in Yalue than $25; 

(0) Provisions. Provisions to an amount not greater than $50; 

(7) Household furniture. Household furniture kept for use to an 
amount not greater than $300; and 

(S) Books and tools of trade or profession. The books, tools, or imple- 
ments, of a trade or profession, to an amount not greater than $100. 

(b) Appraisal. The officer making the distraint shall summon three 
disinterested householders of the vicinity, who shall appraise and set 
apart to the owner the amount of property herein declared to be exempt. 
53 Stat. 451. 

§ 3692. Bevy 

In case of neglect or refusal under section 3690, the collector may 
levy, or by warrant may authorize a deputy collector to levy, upon all 
property and rights to property, except such as are exempt by the pre- 
ceding section, belonging to such person, or on which the lien provided 
in section 3670 exists, for the payment of the sum due, with interest 
and penalty for nonpayment, and also of such further sum as shall be 
, sufficient for the fees, costs, and expenses of such levy. 63 Stat. 452. 

§ 3093. Proceedings on distraint 

When distraint is made, as provided in section 3690 — 

(a) Account and notice to owner. The officer charged with the col- 
lection shall make or cause to be made an account of the goods or effects 
distrained, a copy of which, signed by the officer making such distraint, 
shall be left with the owner or possessor of such goods or effects, or at 
his dwelling or usual place of business, with some person of suitable age 
and discretion, if any such can be found, with a note of the sum demand- 
ed and the time and place of sale; and 

(b) Public notice. Forthwith cause a notification to be published 
in some newspaper within the county wherein said distraint is made, 
if a newspaper is published in said county, or to be publicly posted at 
the post office, if there be one within five miles nearest to the residence 
of the person whose property shall be distrained, and in not less than 
two other public places. Such notice shall specify the articles distrained, 
and the time and place for the sale thereof. 

(c) Time and place of sale. The time of sale shall not be less than 
ten nor more than twenty days from the date of such notification to t^xe 
owner or possessor of the property and the publication or posting of such 
notice as provided in subsection (b) and the place proposed for the sale 
shall not be more than five miles distant from the place of making such 
distraint. 

(d) Adjournment of sale. Said sale may be adjourned from time to 
time by said officer, if he deems it advisable, but not for a time to exceed 
in all thirty days, 63 Stat. 462. 

§ 3694. IVlority of specific tax liability on dlstrainedl property 

When property subject to tax, but upon which the tax has not been 
paid, is seized upon distraint and sold, the amount of such tax shall, after 
deducting the expenses of such sale, be first appropriated out of the pro- 
ceeds thereof to the paypient of the tax. And if no assessment of such 
tax has been made upon such property, the collector sfiall make a return 
thereof in the form required by law, and t)ie Commissioner shall assess 
4he tax thereon. 63 Stat 462. 
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§ 8695. Property for account of the United States 

(a) Purchase. When any personal property is advertised for sale 
under distraint as aforesaid, the officer making the seizure shall proceed 
to sell such property at a public auction, offering the same at a minimim 
price, including the expenses of making the levy and of advertising the 
sale, and if the amount bid for such property at the sale is not equal 
to the minimum price so fixed, the officer conducting the sale may aeclare 
the same to be purchased by him for the United States. 

(b) Sale. The property so purchased may be sold by the collector 
within whose district the sale was made under such regulations as may 
be prescribed by the Commissioner, with the approval of the Secretary. 

(c) Accounting. The collector shall render to the Commissioner a 
distinct account of all charges incurred in such sales, and, in case of re- 
sale, shall pay into the Treasury the proceeds as provided in section 3971* 
53 Stat. 452. 

§ 8696. Redemption of property 

In any case of distraint for the payment of taxes, the goods, chattels,, 
or effects so distrained shall be restored to the owner or possessor, If, 
prior to the sale, payment of the amount due is made to the proper officer 
charged with the collection, together with the fees and other charges; but 
in case of nonpayment, the said officer shall proceed to sell the said goods,, 
chattels, or effects at public auction. 63 Stat. 463. 

g 8697, Certificates of sale 

In all cases of sale, as aforesaid, the certificate of such sale — > 

(a) As CTidence. Shall be prima facie evidence of the right of the 
officer to make such sale, and conclusive evidence of the regularity of 
his proceedings in making the sale; and 

(b) As conveyances. Shall transfer to the purchaser all right, title,* 
and interest of such delinquent in and to the property sold; and 

(c) As authority for transfer of corporate stock. Where such prop- 
erty consists of stocks, shall be notice, when received, to any corporation, 
company, or association of said transfer, and shall be authority to such 
corporation, company, or association to record the transfer on their books 
and records in the same manner as if the stocks were transferred or as- 
signed by the party holding the same, in lieu of any original or prior cer- 
tificates, which shall be void, whether canceled or not; and 

(d) As receipts. Where the subject of sale is securities or other evi- 
dences of debt, shall be a good and valid receipt to the person holding 
the same, as against any person holding, or claiming to hold, possession 
of such securities or other evidences of debt. 63 Stat. 453. 

§ 8698. Cross references 

For provisions relating to — 

Production of books, see section STU. 

Sale of indivisible property, see section 8712, 

Stamps, marks, and brands, see section 3725. 

63 Stat. 453. 


PART II.— DISTRAINT ON BEAD ESTATE 


§ 8700. Authority to distrain 

When goods, chattels, or effects sufficient to satisfy the taxes Imposed 
upon any person are not found by the collector or deputy collector, he Is 
authorized to collect the same by seizure and sale of real estate. 63 Stat. 
453. 
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§ 3701. Froceedings on distraint 

(a) Notice to owner. The officer making the seizure mentioned in the 
preceding section shall give notice to the person whose estate it is pro- 
posed to sell by giving him in hand, or leaving at his last or usual place 
of abode, if he has any such within the collection district where said estate 
Is situated, a notice, in writing, stating what particular estate is to be 
sold, describing the same with reasonable certainty, and the time when 
and place where said officer proposes to sell the same. 

(b) Public notice. The said officer shall also cause a notification to 
the same effect to be published in some newspaper within the county where 
such seizure is made, if any such there be, and shall also cause a like 
notice to be posted at the post office nearest to the estate seized, and in two 
other public places within the county. 

(c) Time and place of sale. The time of sale shall not be less than 
twenty nor more than forty days from the time of giving said notice. 
The place of said sale shall not be more than five miles distant from the 
estate seized, except by special order of the Commissioner. 

(d) Manner of sale. At the time and place appointed, the officer 
making such seizure shall proceed to sell the said estate at public auction, 
offering the same at a minimum price, including the expense of making 
such levy, and all charges for advertising. When the real estate so seized 
consists of several distinct tracts or parcels, the officer making sale thereof 
shall offer each tract or parcel for sale separately, and shall, if he deem it 
advisable, apportion the expenses and charges aforesaid to such several 
tracts or parcels, or to any of them, in estimating the minimum price. 

(e) Purcliasers. If no person offers for said estate the amount of said 
minimum price, the officer shall declare the same to be purchased by him 
for the United States; otherwise the same shall be declared to be sold to 
the highest bidder. 

(f) Adjournment of sale. The said sale may be adjourned from time 
to time by said officer for not exceeding thirty days in all, if he shall think 
it advisable so to do. If the amount bid shall not be then and there paid, 
the officer shall forthwith proceed to again sell said estate in the same 
manner. 63 Stat. 463, 

§ 3702. Redemption of real estate 

(a) Before sale. Any person whose estate may be proceeded against as 
aforesaid shall have the right to pay the amount due, together with the 
•costs and charges thereon, to the collector or deputy collector at any time 
prior to the sale thereof, and all further proceedings shall cease from the 
time of such payment. 

(b) After sale 

(1) Feariod. The owners of any real estate sold as aforesaid, their 
beirs, executors, or administrators, or any person having any interest 
therein, or a lien thereon, or any person in their behalf, shall be permit- 
ted to redeem the land sold, or any particular tract thereof, at any time 
within one year after the sale thereof. 

(2) Frlee. The land or tract aforesaid shall be permitted to be re- 
deemed upon payment to the purchaser, or in case he can not be found in 
the county in which the land to be redeemed is situated, then to the col- 
lector of the district in which the land is situated, for the use of the pur- 
chaser, his heirs, or assigns, the amount paid by the said purchaser and 
interest thereon at the rate of 20 per centum per annum. 

(c) Record* When any lands sold are redeemed as provided in this 
section, the collector shall make entry of the tact upon the record men- 
Moned In section 3706, aud the said entry shall be evidence of such re- 
demption. ^3 Stat,' 434. 
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§ 3703. Certificates of purchase 

(a) Real estate purchased hy the TTnited States- In case the real 
estate sold under section 3T01 shall be declared to b© purchased for the 
United States, the officer shall immediately transmit a certificate of the 
purchase to the Commissioner. 

(h) Real estate purchased by others. Upon any sale of real estate, as 
provided in section 3701, and the payment of the purchase money, the 
officer making the seizure and sale shall give to the purchaser a certificate 
of purchase, which shall set forth the real estate purchased, for whose 
taxes the same was sold, the name of the purchaser, and the price paid 
therefor. 63 Stat. 454. 

§ 3704. Deeds of sale 

(a) Real estate purchased by the TTnited States. In case real estate 
shall be declared under section 3701(e) to be purchased for the United 
States, the officer shall — 

(1) Execution. At the proper time, as provided in subsection (b), 
execute a deed therefor after its preparation and the endorsement of 
approval as to its form by the United States attorney for the district in 
which the property is situate, and 

(3) Record and transmission. Without delay cause the same to be 
duly recorded in the proper registry of deeds, and immediately thereafter 
transmit such deed to the Commissioner. 

(b) Real ©state purchased by others. If the said real estate be not 
redeemed in the manner and within the time provided in section 3702, the 
said collector or deputy collector shall execute to the said purchaser, upon 
his surrender of said certificate, a deed of the real estate purchased by him 
as aforesaid, reciting the facts set forth in said certificate, and in accord- 
ance with the laws of the State in which such real estate is situate upon 
the subject of sales of real estate under execution. 

(c) Regal effect 

(1) As evidence. The deed of sale given in pursuance of this section 
shall be prima facie evidence of the facts therein stated ; and 

(2) As conveyance of title. If the proceedings of the officer as set forth 
have been substantially in accordance with the provisions of law, such 
deed shall be considered and operate as a conveyance of all the right, title, 
and interest the party delinquent had in and to the real estate thus sold 
at the time the lien of the United States attached thereto. 53 Stat. 454, 
amended June 25, 1948, c. 646, § 1, 62 Stat. 909, 

BUstorioal Note 

Change of Kamo. Subsec. (a) (1) Ettorney** in lieu of *‘tTnlted States dis- 
amended by Act June 25, 1948, eff. Sept. trict attprney". See section 501 of Title 
1, 1948 which substituted “United States 28, Judiciary and Judicial Procedure. 

§ 3705. Transmission of certificates and deeds to Commissioner 

All certificates of purchase, and deeds of property purchased by th© 
United States under the internal revenue laws, on sales for taxes, or under 
executions issued from United States courts, which may be found in 
the office of any collector, shall be immediately transmitted by such officer 
to the Commissioner. 53 Stat. 456. 

§ 3706. Records of sal© 

(a) Requirement. It shall be the duty of every collector to keep a 
record of all sales of land made in his collection district, whether by him- 
self or his deputies, or by another collector. And it shall be the duty of 
every deputy making sale, as aforesaid, to return a statement of all hi» 
proceedings to the collector, and to certify the record thereof, 
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(b) Contents. Tlie record shall set forth the tax for which any such sale 
was made, the dates of seizure and sale, the name of the party assessed 
and all proceedings in making said sale, the amount of fees and expenses, 
the name of the purchaser, and the date of the deed. 

(c) Certification- The said record shall he certified by the officer mak- 
ing the sale. 

(d) Copy to Comamissioner. On or before the 5th day of each succeed- 
ing month, the collector shall transmit a copy of such record of the pre- 
ceding month to the Commissioner. 

(e) Delivery by collector to successor. In case of the death or removal 
of the collector, or the expiration of his term of office from any other 
cause, said record shall be delivered to his successor in office. 

(f) Copy as evidence. A copy of every such record, certified by the 
collector, shall be evidence in any court of the truth of the facts therein 
stated. 63 Stat. 455. 

§ 3707. Cross references 

For provisions relating to — 

Levy, see section 3692. 

Production of books, sec section 3711. 

Sale of indivisible property, see section 3713L 

Administration of real eataU acgulred by tha United States, sea section 3796L 
63 Stat 456. 


PART III.— GKNBBAIi PROVISIONS 

§ S710. Surrender of property subject to distraint 

(a) Requirement. Any person in possession of property, or rights *o 
property, subject to distraint, upon which a levy has been made, shall, 
upon demand by the collector or deputy collector making such levy, sur- 
render such property or rights to such collector or deputy, unless such 
property or right is, at the time of such demand, subject to an attachment 
or execution under any judicial process. 

(b) Penalty for violation. Any person who fails or refuses to so sur- 
render any of such property or rights shall be liable In his own person 
and estate to the United States in a sum equal to the value of the prop- 
erty or rights not so surrendered, but not exceeding the amount of the 
taxes (including penalties and interest) for the collection of which such 
levy has been made, together with costs and interest from the date of such 
levy. 

(c) Person defined. The term ‘'person*' as used in this section includes 
an officer or employee of a corporation or a member or employee of a 
partnership, who as such officer, employee, or member is under a duty to 
perform the act in respect of which the violation occurs. 53 Stat 466. 

§ S711. Prodnotion of books 

All persons, and officers of companies or corporations, are required, on 
demand of a collector or deputy collector about to distrain or having 
distrained on any property, or rights of property, to exhibit all books 
containing evidence or statements relating to the subject of diistraint, or 
the property or rights of property liable to distraint for the tax due. 63 
Stat 456. 

g 37118. Sale of indivisible property 

When any property liable to distraint for taxes is not divisible, so as 
to enable the collector by sale of a part thereof to raise the whole amount 
of the tax, with all costs and charges, the whole of such property shall be 
sold, and the surplus of the proceeds of the sale, after making allowance 
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lor the amoxmt of the tax, interest, penalties, and additions thereto, and 
for the costs and charges of the distraint and sale, shall be deposited with 
the Treasurer of the United States as provided in section 3971. 53 Stat. 

456 . 


§ 3713. Distratnt by collector outside his district 

Any collector or deputy collector may, for the collection of taxes im- 
posed upon any person, and committed to him for collection, seize and sell 
any of the property, real or personal (except property exempt from dis- 
traint and sale under section 3691), or any right or interest therein, of 
such person situated in any other collection district within the State in 
which such officer resides, notwithstanding the provisions of subsection 
(b) of section 3651; and his proceedings in relation thereto shall have 
the same effect as if the same were had in his proper collection district* 
63 Stat. 456. 


§ 3714. Period of limitation upon distraint 

(a) licngth of p^od 

For period within which distraint may be begun in case of— 

Estate tax, see sections 874(b) (2) and 876. 

Income tax, see sections 276(c) and 277. 

Miscellaneous taxes, see section 3312(d). 

Employment taxes, see sections 1635(d) and 3312(d). 

(b) Date of beginning distraint. In determining the running of any 
period of limitation in respect of distraint, the distraint shall be held 
to have been begun — 

(1) Personal property. In the case of personal property, on the date 
on which the levy upon such property is made; or 

(2) Beal property. In the case of real property, on the date on which 
notice of the time and place of sale is given to the person whose estate it 
is proposed to sell. 63 Stat. 466, amended Aug. 28, 1950, c. 809, Title 
II, § 207(b) (4), 64 Stat. 540. 


Historical Note 


I960 Amendment. Subsec. (a) amended 
by Act Aug 28, 1950, which added “Em- 
ployment taxes, see sections 1635(d) and 
3312(d)". 

Text of Amendatory Bevenue Acts. 
Complete original text of Bevenue Acts 


amending this section, 1939 to date, see 
volumes “Title 26 — Internal Bevenue 
Acts". 

legislative History: For legislative 
history and purpose of Act Aug. 28, 1960, 
see 1950 U.S.Code Cong.Service, p. 3287. 


§ 3715* Successive seizures 

Whenever any property, personal or real, which is seized and sold by 
virtue of the foregoing provisions, is not sufficient to satisfy the claim of 
the United States for which distraint or seizure is made, the collector may, 
thereafter, and as often as the same may be necessary, proceed to seize 
and sell in like manner, any other property liable to seizure of the person 
against whom such claim exists, until the amount due from him, together 
with all expenses, is fully paid. 53 Stat. 467. 


§ 3716. Fees and charges in distraint and seizure cases 
The Commissioner shall by regulation determine the fees and charges 
to be allowed in all cases of distraint and other seizures; and shall have 
power to determine whether any expense incurred in making any distraint 
or seizure was necessary. 53 Stat. 457, 


§ 3717. Cross reference 

For distraint proceedings against delinqnent coUectors, see sections 8975 to S97B 
SZ Stat. 467. ' 
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SUBCHAPTBR D. — FORFEITURES 

§ S720. Seizure of forfeitable property 

(a) Property subject to seizure and forfeiture 

(1) Manufactured articles. All goods, wares, mercbandise, articles, 
or objects, on which taxes are imposed, which shall be found in the pos- 
session, or custody, or within the control of any person, for the purpose 
of being sold or removed by him in fraud of the internal revenue laws, 
or with design to avoid payment of said taxes, may be seized, and shall 
be forfeited to the United States. 

(2) Raw materials. All raw materials found in the possession of any 
person intending to manufacture the same into articles of a kind subject 
to tax for the purpose of fraudulently selling such manufactured articles, 
'Or with design to evade the payment of said tax, may also be seized, 
and shall be forfeited as aforesaid. 

(S) Equipment. All tools, implements, instruments, and personal 
property whatsoever, in the place or building, or within any yard or in- 
closure where such articles or raw materials are found, may also be 
seized, and shall be forfeited as aforesaid. 

(b) Authority to make seizures 

(1) Collectors and deputy collectors. Such property may be seized 
by the collector or deputy collector of the proper district, or by such 
other collector or deputy collector as may be specially authorized by the 
Commissioner for that purpose. 

(2) Other internal revenue officers. Any officer of internal revenue 
may he specially authorized by the Commissioner to seize any property 
which may by law be subject to seizure, and for that purpose such officer 
shall have all the power conferred by law upon collectors; and such 
special authority shall be limited in respect of time, place, and kind and 
-class of property, as the Commissioner may specify. 

(c) Responsibility 

For tht^ issuance of certiflcatcs of probable cause relieving officers mahlnfir seizures 

responsibility for damages, see R.S. 970. 

S3 Stat. 457. 

Historical Hoto 

Eoforowioos in Text. R.S. I 970, refer- and is now covered by section 2465 of 
red to in aubsec. (c), was repealed by Act Title 28, Judiciary and Judicial Pro- 
J^une 25, 3918, c, 640, § 89, 02 Stat 992, cedure. 

g S721. Custody of seized goods prior to Judicial proceedings 

Any goods, wares, merchandise, articles, or objects which may be 
seized, under the provisions of section 3720, by any collector or deputy 
collector, may, at the option of the collector, be delivered to the marshal 
of the district, and remain in the care and custody and under the control 
of said marshal, until he shall obtain possession by process of law. 63 
^tat. 467. 

§ S722. Special disposition of perishable goods 

When any property which is seized under the provisions of section 
3720 is liable to perish or become greatly reduced In price or value by 
keeping, or when it can not be kept without great expense — 

(a) Applicatton for examination. The owner thereof, or the marshal 
of the district, may apply to the collector of the district to examine it; 
and 

(b) Appraisal. If* in the opinion of said collector, it shall be necessary 
that the said property should be sold to prevent such waste or expense, 
he shall appraise the same; wad thereupon 
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(c) Itetnm to owner tmder bond. The owner shall have said property 
returned to him upon giving bond in such form as may be prescribed by 
the Commissioner, and in an amount equal to the appraised value, 
such sureties as the collector shall deem good and sufficient, to abide 
the final order, decree, or judgment of the court having cognizance of 
the case, and to pay the amount of said appraised value to the collector, 
marshal, or otherwise, as he may be ordered and directed by the court, 
which bond shall be filed by said collector with the United States attorney 
for the district in which the proceedings in rem authorized in section 372$ 
may be commenced, 

(d) Sale in absence of bond 

(1) Order to sell. If said owner shall neglect or refuse to give said 
bond, the collector shall issue to a deputy collector or to the marshal 
aforesaid an order to sell the same. 

(2) Maimer of sale. The deputy collector or marshal shall thereupon 
advertise and sell the said property at public auction in the same manner 
as goods may be sold on final execution in said district. 

(3) Disposition of proceeds. The proceeds of the sale, after deduct- 
ing the reasonable costs of the seizure and sale, shall be paid to the 
court aforesaid, to abide its final order, decree, or judgment. 63 Stat. 
458, amended June 25, 1948, c. 646, § 1, 62 Stat. 909. 

Historical Note 

Change oi Name. Subsec. <c) amend- attorney'* in lieu of ‘United States dis- 
ed by Act June 25, 1948, eff. Sept. 1, trict attorney”. See section 501 of Title- 
1948 which substituted “United States 28, Judiciary and Judicial Procedure. 

§ 3723. Judicial proceedings to enforce forfeiture 

(a) Nature and venue. The proceedings to enforce such forfeitures- 
shall be in the nature of a proceeding in rem in the district court of the 
United States for the district where such seizure is made. 

(b) Service of process when property has been returned under bond. 
In case bond as provided in section 3722(c) shall have been executed and 
the property returned before seizure thereof by virtue of process in the 
proceedings in rem authorized in subsection (a) of this section, the mar- 
shal shall give notice of pendency of proceedings in court to the parties 
executing said bond, by personal service or publication, and in such man- 
ner and form as the court may direct, and the court shall thereupon have 
jurisdiction of said matter and parties in the same manner as If such 
property had been seized by virtue of the process aforesaid. 

(c) Cost of seizure taxable. The cost of seizure made before process 
issues shall be taxable by the court. 

(d) Consolidation 

For consolidation of seizures in one suit, see K.S. 920 l 
53 Stat. 458. 

Historical Note 

Beferences In Text. E.S. 8 920, re- repealed by Act June 25, 1948, c. 646,. 
f erred to in subsec. (d), which related to § 39, 62 Stat. 992. 
consolidation of revenue seizures, was 

§ 3724. Goods valued at $500 or less 

In all cases of seizure of any goods, wares, or merchandise as being 
subject to forfeiture under any provision of the internal revenue laws 
which, in the opinion of the collector or deputy collector making the seiz- 
ure, are of the appraised value of $500 or less, the said collector or deputy 
collector shall, except in cases otherwise provided, proceed as follows: 

(a) liist and appraisement. He shall cause a list containing a par- 
ticular description of the goods, wares, or merchandise seized to be pre- 
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pared in duplicate, and an appraisement thereof to be made by three 
sworn appraisers, to be selected by him, who shall be respectable and 
disinterested citizens of the United States residing within the collection 
district wherein the seizure was made. Said list and appraisement shall 
be properly attested by the said collector or deputy collector and the said 
appraisers, for which service each of the said appraisers shall be allowed 
the sum of $1.50 a day, to be paid in the manner provided by law for 
other necessary charges of collectors. 

(b) Notice of seizure. If the said goods are found by the said apprais- 
ers to be of the value of $500 or less, the said collector or deputy col- 
lector shall publish a notice, for three weeks, in some newspaper of the 
district where the seizure was made, describing the articles, and stating 
the time, place, and cause of their seizure, and requiring any person 
claiming them to appear and make such claim within thirty days from 
the date of the first publication of such notice. 

(c) Execution of bond, by claimant. Any person claiming the goods, 
wares, or merchandise so seized, within the time specified in the notice, 
may file with the said collector or deputy collector a claim, stating his- 
interest in the articles seized, and may execute a bond to the United 
States in the penal sum of $250, with sureties to be approved by the 
said collector or deputy collector, conditioned that, in case of condemna- 
tion of the articles so seized, the obligors shall pay all the costs and 
expenses of the proceedings to obtain such condemnation; and upon the 
delivery of such bond to the collector or deputy collector, he shall trans- 
mit the same, with the duplicate list or description of the goods seized, 
to the United States attorney for the district, and said attorney shall 
proceed thereon in the ordinary manner prescribed by law. 

(d) Sale in absence of bond. If no claim is interposed and no bond* 
is given within the time above specified, the collector or deputy collector, 
as the case may be, shall give ten days’ notice of the sale of the goods, 
wares, or merchandise by publication, and, at the time and place specified 
in the notice, shall sell the articles so seized at public auction. 

(e) Deposit of proceeds of sale. After deducting the expenses of 
appraisement and sale, the collector or deputy collector, as the case may 
be, shall deposit the proceeds to the credit of the Secretary. 

(f) Remission of forfeiture 

(1) Claim. Within one year after the sale of any goods, wares, or 
merchandise, as provided in the preceding subsections, any person claim- 
ing to be interested in the property sold, may apply to the Secretary for 
a remission of the forfeiture thereof, or of any part thereof, and a restora- 
tion of the proceeds of the sale. 

(2) Allowance. The Secretary may grant the same upon satisfactory 
proof, to be furnished in such manner as he shall prescribe: Provided, 
That it shall be satisfactorily shown — 

(A) That the applicant, at the time of the seizure and sale of the said 
property, and during the intervening time, was absent, out of the United 
States, or in such circumstances as prevented him from knowing of the 
seizure, and that he did not know of the same; and also 

(B) That the said forfeiture was incurred without willful negligence 
or any intention of fraud on the part of the owner of said property. 

(g) Distribution of proceeds of sale. If no application for restora- 
tion of the proceeds is made within one year, as prescribed in the fore- 
going subsection, the Secretary shall, at the expiration of the said time, 
cause the proceeds ot the sale of the said property to be distributed^ 
according to law, as in the case of goods, wares, or merchandise con-- 
damned and sold pursuant to the decree of a competent cpurt. 5S Stat. 
458» amended JUne 26, 1948, c. 646, § 1, 62 Stat. 909. 
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Historical Koto 

Chansre of Name. Subsec. (c) amend- “United States district attorney”. See 
ed by Act June 25, 1948, wbicb substitut- section 501 of Title 28, Judiciary and Ju- 
ed “United States attorney” in lieu of dlcial Procedure. 

§ 3725. Stamping, marking, and branding seized goods 
Where any whisky or tobacco, or other article of manufacture or prod- 
uce, requiring brands, stamps, or marks of whatever kind to be placed 
thereon shall be sold upon distraint, forfeiture (except as provided in 
section 2805 with respect to distilled spirits), or other process provided 
by law, the same not having been branded, stamped, or marked, as re- 
quired by law, the officer selling the same shall, upon sale thereof, fix 
or cause to be affixed the brands, stamps, or marks, so required. 53 
Stat. 460. 


§ 3726. Customs laws applicable 

The provisions of law applicable to the remission or mitigation by the 
Secretary of forfeitures under the customs laws shall apply to forfeitures 
incurred or alleged to have been incurred under the internal revenue 
laws. 63 Stat. 460. 

§ 3727. Cross references 
For provisions relating to — 

Destruction of stills and distilling apparatus after Judgment of forfeiture, see 
section 2853. 

Release of seized distillery or distilling apparatus before Judgment, see section 
2852. 

Disposal of forfeited distilled spirits and equipment and material for distilling, 
see section 2807. 

53 Stat. 460. 


SUBCHAPTER E.— SUITS BY UNITED STATES 
§ 3740. Authorization to commence suit 

No suit for the recovery of taxes, or of any fine, penalty, or forfeiture, 
shall be commenced unless the Commissioner authorizes or sanctions the 
proceedings and the Attorney General directs that the suit be commenced. 
63 Stat. 460. 


§ 3741. Repealed. May 24, 1949, c. 139, § 142, 63 Stat. 109. 


Historical Koto 


Section, related to continuance, and Is 
now covered by Federal Rules of Civil 
Procedure, 28 U.S.C.A 

Section Prior to Repeal! 

“g 3741. Continuance 
“It shall be lawful for any court In 
which any suit or criminal proceeding 


arising under the internal revenue laws 
may be pending to continue the same at 
any stage thereof for good cause shown 
on motion by the district attorney. 03 
Stat. 460.” 


§ 3742. Discontinuance or nolle prosequi 

l^or discontinuance or nolle prosequi of prosecutions against distillers for defraud- 
ing or attempting to defraud the United States of tax on distilled spirits, see section 
2806(f). 

53 Stat. 460. 


§ 3743. Regulations 

It shall be the duty of the Commissioner, with the approyal of the Sec- 
retary, to establish such regulations, not inconsistent with law, for the 
observance of revenue officers, respecting suits arising under the internal 
revenue laws in which the United States Is a party, as may be deemed 
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necessary for the just responsibility of those officers and the prompt col- 
lection of all revenues and debts due and accruing to the United States 
under such laws. 63 Stat. 460. 


§ 3744. Repealed. May 24, 1949, c. 139, § 142, 63 Stat. 109. 

Historical Note 


Section, related to suit for taxes, and 
is now covered by section 1396 of Title 
28, Judiciary and Judicial Procedure, 

Section Prior to Repeal: 

^‘§ S744. Suits for taxes 
“Taxes may be sued for and recovered 
In the name of the United States in any 


proper form of action, before any district 
court of the United States, for the dis- 
trict within which the liability to such 
tax is incurred, or where the party from 
whom such tax Is due resides at the 
time of the commencement of the said 
action. 53 Stat. 460.” 


§ 3745. Suits for dues, penalties, and forfeitures 

(a) Collector’s report to United States attorney. It shall be the duty 
of every collector of internal revenue having knowledge of any willful 
violation of any law of the United States relating to the revenue, within 
thirty days after coming into possession of such knowledge, to file with 
the United States attorney of the district in which any fine, penalty, or 
forfeiture may be incurred, a statement of all the facts and circum- 
stances of the case within his knowledge, together with the names of 
the witnesses, setting forth the provisions of law believed to be so vio- 
lated on which reliance may be had for condemnation or conviction, 

(b) -(d). Repealed, May 24, 1949, c. 139, § 142, 63 Stat. 109. 63 

Stat. 460, amended June 26, 1948, c. 646, § 1, 62 Stat. 909; May 24, 
1949, c. 139, § 142, 63 Stat. 109. 


Historical Note 


1949 Amendment. Subsecs. (b)"-(d) re- 
pealed by Act May 24, 1949. Subsec. (b) 
was a cross-reference and section re- 
ferred to is now incorporated in section 
507 of Title 28, Judiciary and Judicial 
Procedure. Subsec. (c), related to plain- 
tiffs, proceedings, and venue, and is now 
covered by section 1395 of Title 28. Sub- 
sec. (d), related to costs, and is now 
covered by section 2412 of Title 28. 
Prior to such repeal, said subsecs, pro- 
vided : 

“(b) Prosecutions by United States at- 
torney. For the duty of every United 
States attorney to whom the collector re- 
ports the cases in which such fines, pen- 
alties, or forfeitures have been incurred 
in the district of such attorney to cause 
proper proceedings to be commenced and 
prosecuted, when authoJrissed or sanctioned 
by the Commissioner and directed by the 
Attorney Ceneral, see B.S. 838 as amend- 
ed by Feb, 27, 1877, c. 69, s. 1, 19 Stat 
241 (tr.S.C., Title is, I 488). 


“(c) Plaintiff, proceedings, and venue. 
All suits for fines, penalties, and for- 
feitures, where not otherwise provided 
for, shall be brought in the name of the 
United States, in any proper form of 
action, or by any appropriate form of 
proceeding, qul tam or otherwise, be- 
fore any district court of the United 
States for the district within which said 
fine, penalty, or forfeiture may have 
been incurred, or before any other court 
of competent jurisdiction. 

“(d) Costs. In case of any suit for 
penalties or forfeitures brought upon 
Information received from any person, 
other than a collector, deputy collector, 
revenue agent, or inspector, the United 
States shall not be subject to any costa 
of suit. 63 Stat. 460.” 

Change of Name. Act June 25, 1948, 
elf. Sept. 1, 1048 substituted “United' 
States attorney” in lieu of “district at- 
torney”. See section 601 of Title Ju- 
diciary and Judicial Procedure. 


§ 3746. Siiits for recovesry of eiToneous refim68 

(a) Befuwwis h-fter limitation period. Any portion 8.n internal reve- 
nue tax (or any interest, penalty, additional amount, or addition to such 
tax) refund of wbicb is erroneously made, within the meaning of section 
3774, may be recove;red by suit brought in the name of the tTnlted States, 
but only if such suit is begun within two year^ after the making of such 
refund. 

(h) Rounds oltierwlse erroneous. Any portion of an internal reve- 
nue tax (or any interest, penalty, additional amount, or addition to such 
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tax) wWcli has been erroneously refunded (if sucb refund would not be 
considered as erroneous under section 3774) may be recovered^ by suit 
brought in the name of the United States, but only if such suit is begun 
before the expiration of two years after the making of such refund. 

(c) Kefunds based on fraud or misrepresentation. Despite the pro- 
visions of subsections (a) and (b) such suit may be brought at any 
time within five years from the making of the refund if it appears that 
any part of the refund was induced by fraud or the misrepresentation 
of a material fact, 

(d) Interest. Erroneous refunds recoverable by suit under this seo- 
tion shall bear Interest at the rate of 6 per centum per annum from the 
date of the payment of the refund. 63 Stat. 461. 

§ S747. Disposition of judgments and moneys recovered 

All judgments and moneys recovered or received for taxes, costs, for- 
iPeitures, and penalties, shall be paid to collectors as internal revenue taxes 
are required to be paid. 63 Stat. 461. 

§ 8748. Periods of limitation — (a) Criminal prosecutions 

No person shall be prosecuted, tried, or punished, for any of the vari- 
ous offenses arising under the Internal revenue laws of the United Staten 
unless the indictment is found or the information instituted within threa 
years next after the commission of the offense, except that the period 
of limitation shall be five years for offenses enumerated in section 4047 

(e) (relating to unlawful acts of revenue oflacers or agents) and except 
that the period of limitation shall be six years — 

(1) for offenses involving the defrauding or attempting to defraud 
the United States or any agency thereof, whether by conspiracy or not, 
and in any manner, 

(2) for the offense of willfully attempting in any manner to evade 
or defeat any tax or the payment thereof, and 

(3) for the offense of willfully aiding or assisting in, or procuring, 
counseling, or advising, the preparation or presentation under, or In 
connection with any matter arising under, the internal revenue laws, 
of a false or fraudulent return, affidavit, claim, or document (whether 
or not such falsity or fraud Is with the knowledge or consent of the 
person authorized or required to present such return, affidavit, claim, 
or document). 

For offenses arising under section 37 of the Criminal Code, March 4, 
1909, 35 Stat. 1096, where the object of the conspiracy Is to attempt in 
any manner to evade or defeat any tax or the payment thereof, the period 
of limitation shall also be six years. The time during which the person 
•committing any of the offenses above mentioned is absent from the dis- 
trict wherein the same is committed shall not be taken as any part of 
the time limited by law for the commencement of such proceedings. 
Where a complaint Is instituted before a commissioner of the United 
States within the period above limited, the time shall be extended until 
the discharge of the grand jury at its next session within the district. 

(b) Scope of limitations. Subsection (a) of this section shall apply 
to offenses whenever committed; except that It shall not apply to of- 
fenses the prosecution of which was barred before June 6, 1932. 

(c) Civil suits 

For period of limitation In respect of— 

Suits for fines, penalties, and forfeitures, see section 1047 of the Eevlsed Stat- 
utes. 

Suits for erroneous refunds, see section 3746. 

.63 Stat. 461. amended Aug. 16, 1964, 9:46 a. m., E. J>. T.* c. 786, | 201 
<<a), 68A Stat. 929. 
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Historical Kbte 


Keferences !b Text. Section 37 of the 
Criminal Code, March 4, 1909, 35 Stat, 
1096, referred to in subsec. (a), was re- 
pealed by Act June 25, 1948, c. 645, § 21, 
62 Stat 802, and is now covered by sec- 
tion 371 of Title IS, Crimes and Criminal 
Procedure. 

Section 1047 of the Bevised Statutes, 
referred to in subsec (c), was repealed 
by Act June 25, 1948, c. 046, § 39, 62 Stat. 
^2, and is now covered by section 2462 
of Title 28, Judiciary and Judicial Pro- 
45edure, 

1S>54 Amendment. Subsec. (a) amended 
by Act Aug. 16, 1954, to insert ‘'except 
that the • • • or agents) and” fol- 
lowing “next after the commission of 
the offense”. 


directive Date of 1954 Amendment. 
Subsee, 201(b) of Act Aug 16, 1954, pro- 
vided that: “The amendment made by 
this section shall be effective with re- 
spect to offenses committed on or before 
the date of enactment of this Act [Aug. 
16, 1954], if on such date prosecution 
therefor is not barred jby provisions of 
law in effect before such date.” 

Text of Amendatory Bevenue Acts. 
Complete original text of Revenue Acts 
amending this section, 1939 to date, see 
volumes “Title 26 — Internal Revenue 
Acts”. 

legislative History t For legislative 
history and purpose of Act Ang. 16, 1954 
see 1954 U.S.Code Cong, and Adm.News, 
p. 5348. 


SUBCHAPTER F.— CLOSING AGREEMENTS AND COMPROMISES 

§ S760. Closing agreements 

(a) Authorization. The Commissioner (or any officer or employee 
of the Bureau of Internal Revenue, Including the field service, author- 
ized in writing hy the Commissioner) is authorized to enter into an 
agreement in writing with any person relating to the liability of such 
person (or of the person or estate for whom he acts) in respect of any 
Internal revenue tax for any taxable period. 

(b) Finality. If such agreement is approved by the Secretary, the 
Under Secretary, or an Assistant Secretary, within such time as may be 
istated in such agreement, or later agreed to, such agreement shall be 
final and conclusive, and, except upon a showing of fraud or malfeasance, 
or misrepresentation of a material fact — 

(1) The case shall not be reopened as to the matters agreed upon or 
the agreement modified, by any officer, employee, or agent of the United 
States, and 

(2) In any suit, action, or proceeding, such agreement, or any deter- 
mination, assessment, collection, payment, abatement, refund, or credit 
made in accordance therewith, shall not be annulled, modified, set aside, 
or disregarded. 63 Stat. 462. 

§ S70i. Compromises 

(a) Authorization. The Commissioner, with the approval of the Sec- 
retary, or of the Under Secretary of the Treasury, or of an Assistant 
Secretary of the Treasury, may compromise any civil or criminal case 
arising under the internal revenue laws prior to reference to the Depart- 
ment of Justice for prosecution or defense; and the Attorney General 
may compromise any such case after reference to the Department of 
Justice for prosecution or defense. 

(b) Kecord. Whenever a compromise Is made by the Commissioner 
in any case there shall be placed on file in the ofl3ice of the Commissioner 
the opinion of the General Counsel for the Department of the Treasury, 
or of the officer acting as such, with his reasons therefor, with a state- 
ment of— 

(1) The amount of tax assessed, 

(2) The amount of additional tax or penalty Imposed by law in con- 
«e<iuence of the neglect or delinauency of the person against whom the 
tax is assessed, and 

T. 26h U.^.C.A.— 61 
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(3) Th« mmount actually paid In accordance with the terms of th® 
compromise. 

(c) Ooss rcferenc® 

For compromises after judament, see R.S. 3460 (U.S.C., ^Title 31, | 104), 

53 Stat. 462. 

Historical Note 

I<9ratioxmi PriAibltieA Act FunctioM. der section 133y-16 of Title 5, Bxwutivo 
Transfer of functions with respect to Departments and Government Officers 
National Prohibition Act, see 1947 Reorg. and Employees. 

Plan No. 1, I 2G2, set out In a note un> 

§ 8762. Penalties 

Any person who, in connection with any compromise under section 
3761, or offer of such compromise, or in connection with any closing 
agreement under section 3760, or offer to enter into any such agreement, 
willfully — 

(a) Concealment of property. Conceals from any officer or employee 
of the United States any property belonging to the estate of a taxpayer 
or other person liable in respect of the tax, or 

(b) Withliolding, falsifying, and destroying records. Receives, de- 
stroys, mutilates, or falsifies any book, document, or record, or makes 
under oath any false statement, relating to the estate or financial con- 
dition of the taxpayer or other person liable in respect of the tax — 

Shall, upon conviction thereof, be fined not more than $10,000 or 
imprisoned for not more than one year, or both, 63 Stat. 463. 


CHAPTER 37.— ABATEMENTS, CREDITS, AND 
REFUNDS 

Sec, 

3770. Authority to make abatements, credits, and refunds. 

3771. Interest on overpayments. 

3772. Suits for refund. 

3773. Interest on judgments. 

3774. Refunds after periods of limitation. 

3775. Credits after periods of limitation. 

3776. Repealed. 

3777. Reports of refunds and credits in excess of $200,000. 

3778. Cross reference. 

3779. Extensions of time for payment of taxes by corporations expect- 

ing carry-backs. 

3780. Tentative carry-back adjustments. 

3781. Extension of time and tentative carry-back and amortization ad- 

justments in the case of consolidated returns. 

§ 3770. Authority to make abatements, credits, and refunds 
(a) To taxpayers 

(1) Assessments and collections generally. Except as otherwise pro- 
vided by law in the case of Income, war-profits, excess-profits, estate, and 
gift taxes, the Commissioner, subject to regulations prescribed by the 
Secretary, Is authorized to remit, refund, and pay back all taxes errone- 
ously or illegally assessed or collected, all penalties collected without 
authority, and all taxes that appear to be unjustly assessed or excessive 
in amount, or in any manner wrongfully collected, 

(2) Assessments and coEections after limitation period. Any tax 
(or any interest, penalty, additional amount, or addition to such tax) 
assessed or paid after the expiration of the period of limitation properly 
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applicable thereto shall be considered an overpayment and shall be cred- 
ited or refunded to the taxpayer if claim, therefor is filed within the 
period of limitation for filing such claim. 

(3) Date of allowance. Where the Commissioner has signed a sched- 
ule of overassessments in respect of any internal revenue tax imposed 
by this title, the Revenue Act of 1932, or any prior revenue Act, the 
date on which he first signed such schedule (if after May 28, 1928) shall 
be considered as the date of allowance of refund or credit in respect of 
such tax. 

(4) Credit of overpayment of one class of tax against another class of 
tax due. Notwithstanding any provision of law to the contrary, the Com- 
missioner may, in his discretion, in lieu of refunding an overpayment 
of tax imposed by any provision of this title, credit such overpayment 
against any tax due from the taxpayer under any other provision of this 
title. 

(5) Delegation of authority to collectors to make refunds. The Com- 
missioner, with the approval of the Secretary, is authorized to delegate 
to collectors any authority, duty, or function which the Commissioner 
is authorized or required to exercise or perform under paragraph (1), 
(2), (3), or (4) of this subsection, or under section 322 or 1027, where 
the amount Involved (exclusive of interest, penalties, additions to the 
tax, and additional amounts) does not exceed $10,000. 

(6) Cross references 

For limitations on refunds and credits in case of— 

Income tax, see section 322, 

Estate tax, see sections 010, 911, and 912. 

Gift tax, see section 1027. 

Mlscollaneous tax(‘s, see section 3313. 

Employment taxes, see sections 1030 and 3313. 

(b) To collectors and officers. The Commissioner, subject to regula- 
tions prescribed by the Secretary, is authorized to repay — 

(1) Collections recovered. To any collector or deputy collector the 
full amount of such sums of money as may be recovered against him 
in any court, for any internal revenue taxes collected by him, with the 
cost and expense of suit; also 

(2) Damages and costs. All damages and costs recovered against any 
collector, deputy collector, agent, or inspector, in any suit brought against 
him by reason of anything done in the due performance of his official 
duty. 

(c) Bide where no tax liability. An amount paid as tax shall not be 
considered not to constitute an overpayment solely by reason of the fact 
that there was no tax liability in respect of which such amount was paid. 
63 Stat 464, amended Oct 8, 1940, 11 p. m., E. S. T., c. 757, Title V, 
I 508(b), 64 Stat 1008; June 9, 1943, 7 p. m., E. W. T., c. 120, § 4 
(c, d), 67 Stat 140 ; Aug. 27, 1949, c. 617, § 9(a), 63 Stat 669; Aug. 
28, 1960, c. 809, Title II, § 207(b) (6), 64 Stat 640. 


Historical Note 


IWO Anucutoent. Subaec. (a) (6) 

amended by Act An«. 28, 1060, which 
added “Employment taxes, see sections 
1630 and 3313 *’. 

IMP Amendmwiit. Stibsec, (a) amended 
by Act Aug. 27, 1949, which renumbered 
former pars. (4) and (6) to be (6) and 
<6) and Inserted a new par. (4). 

1943 Amendment- Subsec, (a) amended 
by Act June 9, 1943, which Insetted par. 
(4) and renumbered former par. (4) to 
be <6). 


Subsec. (c) added by Act June 9, 1943, 

1040 Amendment. Subsec. (a) (l) 

amended by Act Oct. 8, 1940, by in- 
serting words ’’war-profits, excess-prof- 
its,’* therein. 

gpeoifto FroTlslomi Belatlng to Fartic- 
nlar BefUnds, 

Spirits lest In floods of 1936 and 193T, 
Act Aug. 11, 193®, c. 719, I 1, m Stat. 1^0, 
provided for refund or credit of Internal 
revmue taaces, paid or ' resi'dered unmar- 
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ketable by reason of floods of 1936 and 
193-7 where such spirits were in posses- 
sion of original taxpayer or rectifier, 
and limited time for filing claims there- 
for to thirty days after Aug, 11, 1939. 

Act May 29, 1928, § 611 ; collections 
stayed in abatement. Act May 29, 1928, 
c 852, $ 611, 45 Stat. 875, provided as 
follows: *‘If any internal-revenue tax 
(or any interest, penalty, additional 
amount, or addition to such tax) was, 
within the period of limitation properly 
applicable thereto, assessed prior to June 
2, 1924, and if a claim in abatement was 
filed, with or without bond, and if the 
collection of any part thereof was stayed, 
then the payment of such part (made 
before or within one year after the 
enactment of this Act) shall not be con- 
sidered as an overpayment under the 
provisions of section 607, [subsection (a) 
(2) of this section], relating to payments 
made after the expiration of the period 
of limitation on assessment and collec- 
tion.” 

Spirits taxed in excess of $2.29 pear 
gallon. Act Feb. 11, 1925, c. 208, 43 Stat. 
860, authorized refund of taxes paid in 
excess of $2 20 per proof gallon on dis- 
tilled spirits produced and then owned 
by distiller, and stored on premises of 
distillery where produced. Act May 8, 
1928, c. 509, 45 Stat. 492, authorized, In 
addition to authority contained In said 
Act Feb. 11, 1925, refund of taxes paid, 
whether by owner or any other person, 
in excess of $2.20 per proof gallon on 
any domestic distilled spirits which were 
then in tax-paid warehouse operated In 
connection with and contiguous to an in- 
ternal-revenue bonded warehouse. 


I^egacies and distributive sSiares ef 
personalty. Act July 27, 1912, c, 256, 37 
Stat. 240, provided for refunding internal 
taxes on legacies and distributive shares 
of personal property illegally assessed 
and collected under Act June 13, 189S, c, 
448, § 29, SO Stat. 464, which was re- 
pealed by Act April 12, 1902, c. 600, § 7, 
32 Stat. 97, and limited time for present- 
ment of claims therefor to Jan. 1, 1914. 

liOgacles and export bills of lading. 
Act June 27, 1902, c. 1160, 32 Stat. 406, 
contained provisions for refunding taxes 
paid on legacies and for sums paid for 
stamps used on export bills of lading, 
under Act June 13, 1898. 

Foreign bills of exchange drawn 1896- 
1901. Act Feb. 1, 1909, c. 53, 35 Stat. 690, 
provided for refund of sums paid for 
stamps used on foreign bills of exchange 
drawn between July 1, 1898, and June SO, 
1901, against the value of products or 
merchandise exported. Time for presen- 
tation of claims under said Act was ex- 
tended to Dec. 1, 1909, by Act Aug. 5, 
1909, c. 7, 36 Stat. 120; to Dec. 1, 1910, by 
Act June 25, 1910, c. 385, 36 Stat. 779 ; to 
Dec. 1, 1911, by Act March 4, 1011, c. 
240, 36 Stat. 1291; and to Dec. 1, 1912, by 
Act Aug. 26, 1912, c. 408, 37 Stat. 626. 

Text of Amendatory Revenue Acts. 
Complete original text of Revenue Acts 
amending this section, 1939 to date, see 
volumes “Title 26 — Internal Revenue 
Acts”. 

legislative History: For legislative 
history and purpose of Act Aug. 28, 1950, 
see 1950 TJ.S.Code Cong.Service, p. 3287. 
See, also, Act Aug. 27, 1940, 1949 U.S. 
Code Cong.Service, p. 1876. 


§ 3771. Interest on overpayments 

(a) Rate. Interest shall be allowed and paid upon any overpayment 
in respect of any Internal revenue tax at the rate of 6 per centum per 
annum. 

(b) Period. Such interest shall be allowed and paid as follows: 

(1) Credits. In the case of a credit, from the date of the overpay- 
ment to the due date of the amount against which the credit Is taken, 
but if the amount against which the credit is taken is an additional as- 
sessment of a tax Imposed by the Revenue Act of 1921, 42 Stat. 227, 
or any subsequent Revenue Act, then to the date of the assessment of 
that amount. 

(2) Refunds. In the case of a refund, from the date of the over- 
payment to a date preceding the date of the refund check by not more 
than thirty days, such date to be determined by the Commissioner, wheth- 
er or not such refund check is accepted by the taxpayer after tender of 
such check to the taxpayer. The acceptance of such check shall be with- 
out prejudice to any right of the taxpayer to claim any additional over- 
payment and interest thereon. 

(c) Additional assessment defined. As used in this section the term 
^'additional assessment” means a further assessment for a tax of the 
same character previously paid in part, and includes the assessment of a 
deficiency of any income or estate tax imposed by the Revenue Act of 
1924, 43 Stat. 263, or by any subsequent Revenue Act. 
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(d) Clai:aas based on deduction for bad debts or worthless securities. 
If credit or refund of any part of an overpayment would be barred under 
section 322(b), except for paragraph (5) thereof, or under section 322 
(d), except for clause (2) thereof, no interest shall be allowed or paid 
with respect to such part of the overpayment for any period beginning 
after the expiration of the period of limitation provided in section 322(b) 
(1) for filing claim for credit or refund of such part of the overpayment 
and ending at the expiration of six months after the date on which the 
claim was filed or, in case no claim was filed and the overpayment was 
found by the Tax Court, ending at the time the petition was filed with 
the Tax Court. 

(e) Claims based on carry-back of loss or credit. If the Commis- 
sioner determines that any part of an overpayment is attributable 
to the inclusion in computing the net operating loss deduction for the 
taxable year of any part of the net operating loss for a succeeding tax- 
able year or to the inclusion in computing the unused excess profits 
credit adjustment for the taxable year of any part of the unused ex- 
cess profits credit for a succeeding taxable year, no interest shall be 
allowed or paid with respect to such part of the overpayment for any 
period before the filing of a claim for credit or refund of such part of 
the overpayment or the filing of a petition with the Tax Court, whichever 
is earlier; nor for any period beginning with the date of filing of an 
application under section 3780(a) relating to such part of the overpay- 
ment and ending with the last date the Commissioner’s determination is 
required to be made under section 3780(b); nor, in case an application 
is made under section 3780(a), for any period before the first day of the 
month Immediately following the month in which falls the last date 
prescribed by law (Including any extension of time granted the tax- 
payer) for filing the return for the taxable year of the net operating loss 
or unused excess profits credit, or before the date on which the return 
is filed, whichever is later. 

(f) £2stimated tax and tax withheld at source. For date of payment 
in respect of estimated tax and of tax withheld at source on wages, see 
section 322(e). 

(g) Claims based upon relief under section 722. If any part of an 
overpayment for a taxable year beginning prior to January 1, 1942, is 
determined by the Commissioner to he attributable to the final deter- 
mination of an application for relief or benefit under section 722 for any 
taxable year, no interest shall be allowed or paid with respect to such 
part of the overpayment. If any part of an overpayment for a taxable 
year beginning after December 81, 1941, is determined by the Commis- 
sioner to be attributable to the final determination of an application for 
relief or benefit under section 722 for any taxable year, no interest shall 
be allowed or paid with respect to such part of the overpayment for any 
period prior to one year after the filing of such application, or Septem- 
ber 16, 1945, whichever is the later. 63 Stat. 465, amended Oct. 21, 
1942, 4:30 p. m., B. W. T., c. 619, Title I, §§ 124(c), 163(d), 172(f) 
(6), Title V, § 604(a), (c), 66 Stat. 821, 848, 893, 957; June 9, 1943, 
7 p. m., m W. T., c. 120, § 4(e), 67 Stat 141; Dec. 17, 1943, c. 846, 
§ 2(b), 57 Stat 602; July 81, 1946, c. 340, § 6(b), 69 Stat 626. 


Historioal Kote 


In Text. Section 722, refers 
red to in the eatchline and subsec. (g), 
mUtluK to general relief under the ex- 
ecBS profits tax, was repealed by Act 
Nov. 8, 1946, c, 453, Title I* § 122(a), 59 
Stat. 568. 

1 W 0 A»nemd®aMi.t* Subsec. (e) amended 
by Act July 81, 1945, which struclt out 


period following “whichever Is earlier” 
and inserted a semicolon and all text 
following It. 

19^ Amendments. Subsec. (f), for- 
merly subsec. (e) as added by Act Oct; 
5a, 1942, I 172(f) (5h was relettered (f) 
and amended by Act June 9, 1943. 

Subsec. Cg) added by Act Dec. 17, 1948. 
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Amendment. Subsec. (d) amend- 
^ by Act Oct. 21, 1942. 

Subsec. (e), set out first, added by 
Act Oct. 21, 1942, § 153(d), and subsec, 

(e), set out second, was added by Act 
Oct. 21, 1942 § 172(f) (5). 

OhaxLfire of Name. Act Oct. 21, 1942, $ 

504(a), (c), changed the name of the 
Board of Tax Appeals to The Tax Court 
of the United States. See section 1100 of 
this title and notes thereunder. 

Effective Bate of 1942 Amendment. 

Amendment by Act Oct. 21, 1942, § 124 
^), adding subsec. (d) thereto, was made 
effective with respect to taxable years 
beginning after Dec. 31, 1938, by section 
124(d) thereof. 

Amendment by Act Oct. 21, 1942, § 163 
(d), adding subsec (e) set out first 
therein, was made applicable to taxable 

§ 3772. Suits for refund 

(a) Limitations 

(1) Claim. No suit or proceeding shall be maintained in any court 
for the recovery of any internal revenue tax alleged to have been errone- 
ously or illegally assessed or collected, or of any penalty claimed to have 
been collected without authority, or of any sum alleged to have been 
excessive or in any manner wrongfully collected until a claim for refund 
or credit has been duly filed with the Commissioner, according to the 
provisions of law in that regard, and the regulations of the Secretary 
established in pursuance thereof. 

(2) Time. No such suit or proceeding shall be begun before the 
expiration of six months from the date of filing such claim unless the 
Commissioner renders a decision thereon within that time, nor after 
the expiration of two years from the date of mailing by registered mall 
by the Commissioner to the taxpayer of a notice of the disallowance of 
the part of the claim to which such suit or proceeding relates. 

(3) Reconsideration after mailing of notice. Any consideration, re- 
consideration, or action by the Commissioner with respect to such claim 
following the mailing of a notice by registered mail of disallowance shall 
not operate to extend the period within which suit may be begun. This 
paragraph shall not operate (A) to bar a suit or proceeding in respect 
of a claim reopened prior to June 22, 1936, if such suit or proceeding 
was not barred under the law in effect prior to that date, or (B) to 
prevent the suspension of the statute of limitations for filing suit under 
section 3774(b) (2). 

(b) Protest or duress. Such suit or proceeding may be maintained, 
whether or not such tax, penalty, or sum has been paid under protest or 
duress. 

(c) Cross references 

For provisions relating to claims for refund or credit filed with the Commissioner 
in respect of — 

Estate tax, see sections 910, 911, and 912. 

Gift tax, see section 1027. 

Income tax, see section 322. 

Miscellaneous taxes, see section 3313. 

Employment taxes, see sections 1638 and 3313. 

(d) Suits against collector a bar. A suit against a collector (or former 
collector) or his personal representative for the recovery of any internal 
revenue tax alleged to have been erroneously or illegally assessed or col- 
lected, or of any penalty claimed to have been collected without author- 
ity, or of any sum alleged to have been excessive or in any manner wrong- 
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years beginning after Dec. 31, 1940, by 
section 153(e) thereof. 

Amendment by Act Oct. 21, 1942, § 
172(f) (5), adding subsec. (e) set out 

second therein, was made effective Jan. 
1, 1943, applicable to all wages (as de- 
fined in Part II of Subchapter D) paid 
on or after such date, by section 172(g) 
thereof. 

Treaty Obligations. Section 109 of Act 
Oct. 21, 1942, provided as follows: “No 
amendment made by this title [sections 
101-172, 181-186 of 1942 Act] shall ap- 
ply in any case where its application 
would be contrary to any treaty obliga- 
tion of the United States."' 

Text of Amendatory Rovenne Acts. 
Complete original text of Revenue Acts 
amending this section, 1939 to date, see 
volumes “Title 26 — ^Internal Revenue 
Acts”. 
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fully collected shall be treated as If the United States had been a party 
to such suit in applying the doctrine of res judicata in all suits insti- 
tuted after June 15, 1942, in respect of any internal revenue tax, and in 
all proceedings in the Tax Court and on review of decisions of the Tax 
Court where the petition to the Tax Court was filed after such date. 

(e) Credit treated as payment. The credit of an overpayment of any 
tax in satisfaction of any tax liability shall, for the purpose of any suit 
for refund of such tax liability so satisfied, be deemed to be a payment 
in respect of such tax liability to the collector in office at the time such 
credit is allowed. 63 Stat. 465, amended Oct. 21, 1942, 4:30 p. m E 
W. T., c. 619, Title V, §§ 603, 504(a) (c), 66 Stat. 956, 957; Aug! 
27, 1949, c. 617, § 9(b), 63 Stat. 669; Aug. 28, 1950, c. 809, Title H. 
§ 207(b) (6), 64 Stat. 640. 


Historical Note 


1950 Amendment. Subsec. (c) amended 
by Act Ang. 28, 1950, which added 
ployment taxes, see sections 1636 and 
3313”. 

1949 Amendment. Subsec. (e) added by 
Act Aug. 27, 1949. 

1942 Amendment. Subsec. (d) added 
by Act Oct. 21, 1942. 

Change of Name, Act Oct. 21, 1942, 5 
604(a), (c), changed the name of the 
Board of Tax Appeals to The Tax Court 


of the United States. See section 1100 of 
this title and notes thereunder. 

Text of Amendatory Bevenne Act*. 
Complete original text of Eevenue Acts 
amending this section, 1939 to date, see 
volumes “Title 26— Internal Revenue 
Acts”. 

liegislatlve History: For legislative 
history and purpose of Act Aug. 28, 1950, 
see 1950 TJ.S.Code Cong. Service, p. 3287. 


§ 3773. Interest on Judgments 

For interest on judgments, see section 177 of the Judicial Code as amended by Act 
of May 29, 1028, c, 852, § 015. 46 Stat. 877. 

63 Stat, 466. 


Historical Note 


Referonces In Text. Section 177 of the 
Judicial Code as amended by Act of 
May 29, 1928, C. 852. § 615, 45 Stat. 877, 
referred to in the text, was repealed by 


Act June 26, 1948, c. 646, $ 39, 62 Stat. 
992, and is now covered by section 2516 
of Title 28, Judiciary and Judicial Pro- 
cedure. 


§ 3774. Refunds after periods of limitation 

A refund of any portion of an internal revenue tax (or any interest, 
penalty, additional amount, or addition to such tax) shall be considered 
erroneous — 

(a) Expiration of period for filing claim. If made after the expiration 
of the period of limitation for filing claim therefor, unless within such 
period claim was filed; or 

(b) disallowance of claim and expiration of period for filing suit. 
In the case of a claim filed within the proper time and disallowed by 
the Commissioner if the refund was made after the expiration of the 
period of limitation for filing suit, unless — 

(1) withih such period suit was begun by the taxpayer, or 

(2) within such period, the taxpayer and the Commissioner agreed in 
writing to suspend the running of the statute of limitations for filing suit 
from the date of the agreement to the date of final decision in one or more 
named cases then pending before the Tax Court or the courts. If such 
agreement has been entered into, the running of such statute of limitations 
shall be suspended in accordance with the terms of the agreement. 

(c) Cross reference 

Fer procedure by the United States to recover erroneous refunds, see section 3746. 
63 Stat 466, amended Oct, 21, 1942, 4:30 p. m., E. W. T., c. 619, Title 
V. § 604(a), (c), 66 Stat 957. 
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BCistorical Note 


Chang’e of Name. Act Oct. 21, 1942, 
changed the name of the Board of Tax 
Appeals to The Tax Court of the United 
States. See section 1100 of this title 
and notes thereunder. 


Text of Amendatopy Bevemi© Acts. 
Complete original text of Revenue Acta 
amending this section, 1939 to date, see 
volumes “Title 26 — Internal Revenue 
Acts”. 


§ S775. Credits after periods of limitation 

(a) Period against United States. Any credit against a liability in 
respect of any taxable year shall be void if any payment in respect of such 
liability would be considered an overpayment under section 3770(a) (2). 

(b) Pel*iod against taxpayer, A credit of an overpayment in respect of 

any tax shall be void if a refund of such overpayment would be considered 
erroneous under section 3774. 53 Stat. 466. 


§ 3776. Repealed. Aug. 27, 1949, c. 517, § 10(a), 63 Stat. 669 


Historical Note 


Section Prior to Repeal t 
“g 3776. Reports to Congress of refunds 
in excess of $500 

“The Commissioner shall make report 
to Congress, at the beginning of each 


regular session by Internal revenue dis- 
tricts and alphabetically arranged, of all 
disbursements in excess of $500 under 
section 3770(a) (1) and (b). 63 Stat. 

466.” 


§ 3777. Reports of refunds and credits in excess of $200,000 

(a) By Commissioner to Joint Committee. No refund or credit of any 
income, war-profits, excess-profits, estate, or gift tax in excess of $200,000 
shall be made until after the expiration of thirty days from the date upon 
which a report giving the name of the person to whom the refund or credit 
is to be made, the amount of such refund or credit, and a summary of the 
facts and the decision of the Commissioner is submitted to the Joint 
Committee on Internal Revenue Taxation. 

(b) By Joint Committee to Congress. A report to Congress shall be 
made annually by such committee of such refunds and credits, including 
the names of all persons and corporations to whom amounts are credited 
or payments are made, together with the amounts credited or paid to 
each. 

(c) Tentative Adjustments. Any credit or refund allowed or made 
under section 3780(b) or under section 124 (k) shall be made without 
regard to the provisions of subsection (a). In any such case, if the credit 
or refund, reduced by any deficiency in such tax thereafter assessed and by 
deficiencies in any other tax resulting from adjustments reflected in the 
determination of the credit or refund, is in excess of $200,000, there shall 
he submitted to such committee a report containing the matter specified 
in subsection (a) at such time after the making of the credit or refund as 
the Commissioner shall determine the correct amount of the tax. 53 
Stat. 466, amended July 31, 1945, c. 340, § 4(c), 69 Stat. 523; Nov. 8, 
1945, 6:17 p. m., B. S. T., c. 453, Title I, § 161, 69 Stat. 574; Aug, 27, 
1949, c. 617, § 10(b), 63 Stat. 669. 


Historical Note 


1949 Amendment. Act Aug. 27, 1949, 
amended section by raising the report 
requirement from $75,000 to $200,000. 

1945 Amendment. Subsec. (c) amended 
by Act Nov. 8, 1945, 8 151, which struck 
out “Carry-Back” in the heading and 
inserted “or under section 124(k)” after 
“section 3780(h)’*. 


Text of Amendatory Revenne Acts. 
Complete original text of Revenue Acta 
amending this section, 1939 to date, see 
volumes “Title 26~-Int6rnal Revenue 
Acts”. 

legislative History t Por legislative 
history and purpose of Act Aug. 27, 1949, 
see 1949 U.S.Code Cong.Service, p, 1876. 
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§ S778. Ci*oss reference 

For remission of tax against insolvent banks, see section 3798. 

53 Stat. 466. 

§ 3779, Exteesions of time for payment of taxes by corporations ex- 
pecting carry’-hacks 

(a) In general. If a corporation, in any taxable year ending on or after 
September 30, 19 45, files with the collector a statement, as provided in 
subsection (b), with respect to an expected net operating loss carry-back 
or unused excess profits credit carry-back from such taxable year, the time 
for payment of all or part of any* tax imposed by chapter 1 or 2 for the 
taxable year immediately preceding such taxable year shall be extended, 
to the extent and subject to the conditions and limitations hereinafter pro- 
vided in this section. 

(b) Contents of statement. The statement with respect to an expect- 
ed carry-hack referred to in subsection (a) of this section shall he sworn 
to in the manner prescribed by section 52 in the case of a return and shall 
be filed at such time and in such manner and form as the Commissioner, 
with the approval of the Secretary, may by regulations prescribe. Such 
statement shall set forth that the corporation expects to have a net operat- 
ing loss carry-back, as provided in section 122(b), or an unused excess 
profits credit carry-back, as provided in section 432(c), from the taxable 
year in which such statement is made, and shall set forth, in such detail 
and with such supporting data and explanation as such regulations shall 
reanire — 

(1) the estimated amount of the expected net operating loss or unused 
excess profits credit; 

(2) the reasons, facts, and circumstances which cause the corporation 
to expect such net operating loss or unused excess profits credit; 

(3) the amount of the reduction, attributable to the expected carry- 
back, in the aggregate of the taxes previously determined for all taxable 
years afiected by the carry-back prior to the taxable year of the expected 
loss or unused credit; such taxes previously determined being ascertained 
in accordance with the method prescribed in section 3801(d); and such 
reduction being determined by applying the expected carry-back in the 
manner provided by law to the items on the basis of which such taxes were 
determined but such reduction being decreased by the amount of any 
credits under section 780 properly allocable to such reduction; 

(4) the tax or taxes and the amount thereof the time for payment of 
which is to be extended ; and 

(6) such other Information for the purpose of carrying out the provi- 
sions of this section as may be required by such regulations. 

The collector, shall upon request, furnish a receipt for any statement filed, 
which shall set forth the date of such filing. 

(c) Amotint to wbleb extension relates and installment payments. The 
amount the time for payment of which may be extended under subsection 
(a) with respect to any tax shall not exceed the amount of such tax shown 
on the return, increased by any amount assessed as a deficiency (or as 
interest or additions to the tax) prior to the date of filing the statement 
and decreased by any amount paid or required to be paid prior to the 
date of such filing, and the total amount of the taxes the time for payment 
of which may be extended shall not exceed the amount stated under clause 
(8) of subsection (b). For the purposes of this subsection, an amount 
shaE not be considered as required to be paid unless shown on the return 
or assessed as a deficiency (or as interest or addition to the tax) , and an 
amount assessed as a deficiency (or as interest or additions to the tax) 
shall be considered to be required to be paid prior to the date of flUng of 

969 



§3779 ABATEMENTS, CREDITS, REFUNDS 

th® statement if the tenth day after notice and demand for its payment 
occurs prior to such date. If an extension of time under this section 
relates to only a part of a tax, the time for payment of the remainder shall 
be considered to be the dates on which payments would have been re- 
quired if such remainder had been the tax and the taxpayer had elected 
to pay the tax in Installments as provided in section 66(b). 

(d) Period of extension. The extension of time for payment provided 
in this section shall expire — 

(1) on the last day of the month in which falls the last date prescribed 
by law (including any extension of time granted the taxpayer) for the 
filing of the return for the taxable year of the expected net operating loss 
or unused excess profits credit, or 

(2) if an application for tentative carry-back adjustment provided in 
section 3780 with respect to such loss or unused credit is filed before the 
expiration of the period prescribed in clause (1), on the date on which 
notice is mailed by registered mail by the Commissioner to the taxpayer 
that such application is allowed or disallowed in whole or in part. 

(e) Revised statements. Each statement filed under subsection (a) 
with respect to any taxable year shall be in lieu of the last statement pre- 
viously filed with respect to such year. If the amount the time for pay- 
ment of which is extended under a statement filed is less than the amount 
under the last statement previously filed the extension of time shall bo 
terminated as to the difference between the two amounts. 

(f) Termination by Commissioner. The Commissioner is not required 
to make any examination of the statement, but he may make such exam- 
ination thereof as he deems necessary and practicable. The Commission- 
er shall terminate the extension as to any part of the amount to which it 
relates which he deems should be terminated because, upon such examina- 
tion, he believes that, as of the time such examination is made, all or any 
part of the statement clearly is in a material respect erroneous or unrea- 
sonable. 

(g) Payments on termination. If an extension of time is terminated 
under subsection (e) or (f) with respect to any amount, then — 

(1) no further extension of time shall he made under this section with 
respect to such amount, and 

(2) the time for payment of such amount shall he considered to he the 
dates on which payments would have been required if there had been no 
extension with respect to such amount and the taxpayer had elected to pay 
the tax in instalments as provided in section 56(b). 

(h) Jeopardy. If the Commissioner believes that collection of the 
amount to which an extension under this section relates is in jeopardy, 
he shall immediately terminate such extension and notice and demand 
shall be made by the collector for payment of such amount. 

(i) Interest. In the case of an amount the time for payment of which 
has been extended, there shall be collected as part of such amount interest 
from the dates on which payments would have been required if there 
had been no extension and the taxpayer had elected to pay the tax In instal- 
ments as provided in section 56(b) — - 

(1) upon so much of such amount as is satisfied under section 8780 
(b) by applying or crediting thereto, within the period of extension, a 
decrease in tax determined in connection with an application under section 
3780(a) interest at the rate of 3 per centum per annum to the date of 
such satisfaction, except that on so much of such satisfied amount as is not 
In excess of the amount of the deficiencies assessed under section 8780(b) 
and which is not so satisfied, the rate shall he 6 per centum per annum; 
and 


970 



Abatements, credits, refunds §3780 

(S) upon the remainder of the amount the time for payment of which 
has been extended, interest at the rate of 6 per centum per annum to the 
date such amount is paid. 

If the Commissioner determines that during the period of extension credit 
or refund of an overpayment has been allowed or made, or a deficiency 
assessed, affecting the amount to which the extension relates and that the 
taxpayer could not have taken such overpayment or deficiency into ac- 
count in the statement or a revised statement, appropriate adjustment 
shall be made in the interest. Added July 31, 1945, c. 340, § 4(a), 59 
Stat. 519, amended Jan. 3, 1951, 10:13 a. m., c. 1199, Title III, § 304(a). 
64 Stat. 1220. 


Historical Note 


1951 Amendment. Snbsec, (b) amend- 
ed by Act Jan 3, 1951, which substituted 
“432(c)’' for “710(c) (3)”. 

Subsecs, (c), (g), and (i) amended by 
Act Jan. 3, 1951, which struck out “four 
equal" preceding “installments" 

Kffoctlve Date of 1951 Amendment. 
Amendment of section by Act Jan. 3, 
1911, as applicable with respect to tax- 
able years ending after June 30, 1950, 


see note set out under section 114 of this 
title. 

Text of Amendatory Bevenue Acts. 
Complete original text of Revenue Acts 
amending this section, 1939 to date, see 
volumes “Title 2C — Internal Revenue 
Acts". 

Deglslatlve History: For legislative 
history and purpose of Act Jan. 3, 1951, 
see 1950 U.S.Code Cong.Service, p. 4027. 


§ 37S0. Tentative carry-back adjustments 

(а) Application for Adjustment. A taxpayer may file an application 
for a tentative carry-back adjustment of the taxes for prior taxable years 
affected by a net operating loss carry-back, provided in section 122(b), or 
an unused excess profits credit carry-back, provided in section 432 (c>, 
from any taxable year ending on or after September 30, 1945. The appli- 
cation shall be verified in the manner prescribed by section 51 or section 
52 in the case of a rotiirn of such taxpayer, and shall be filed, on or after 
the date of filing of the return for the taxable year of the net operating 
loss or unused excess profits credit from which the carry-back results and 
within a period of twelve months from the end of such taxable year, In 
the manner and form required by regulations prescribed by the Commis- 
sioner with the approval of the Secretary. The application shall set forth. 
In such detail and with such supporting data and explanation as such regu- 
lations shall require — 

(1) the amount of the net operating loss or unused excess profits credit; 

(2) the amount of the tax previously determined for each prior taxable 
year affected by such carry-back; the tax previously determined being 
ascertained in accordance with the method prescribed in section 3801(d) ; 

(3) the amount of increase or decrease in each such tax, attributable 
to such carry-back; such increase or decrease being determined by apply- 
ing the carry-back In the manner provided by law to the items on the 
basis of which such taxes were determined. If an application under sec- 
tion 124 (J) for tentative adjustment of tax with respect to amortization 
has been preriously filed but such adjustment has hot been previously 
determined, then for the purposes of this section the assessments, appli- 
cations, credits, and refunds provided for in section 124 (k) shall be con- 
sidered as having previously been made upon the basis of such application 
under section 124(j); 

(4) the amount by which the aggregate of such decreases exceeds the 

aggregate of such increases; ' . 

(б) the unpaid amount of each such tax, not including any amount 
required to be shown under hara^raph (6) ; 

(6) the aBQOunt, with respect to each tax for the taxable year imme- 
diately preceding the tamhle year of such loss or unused credit, as ta 
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wMch an extension of time for payment under section 3779 is in effect; 
and 

(7) suctL other information for the purposes of carrying out the provi- 
sions of this section as may be required by such regulations. 

An application under this subsection shall not constitute a claim for credit 
or refund. 

(b) Allowance of Adjustments. Within a period of ninety days from 
the date on which an application for a tentative carry-back adjustment is 
filed under subsection (a), or from the last day of the month in which 
falls the last date prescribed by law (including any extension of time 
granted the taxpayer) for filing the return for the taxable year of the net 
operating loss or unused excess profits credit from which such carry-back 
results, whichever is the later, the Commissioner shall make, to the ex- 
tent he deems practicable in such period, a limited examination of the 
application, to discover omissions and errors of computation therein, and 
shall determine the amount of the increase or decrease in each tax at- 
tributable to such carry-back upon the basis of the application and the 
examination, except that the Commissioner may disallow, without further 
action, any application which he finds contains errors of computation 
which he deems cannot be corrected by him within such ninety-day period 
OT material omissions. Each such increase shall be deemed determined 
as a deficiency and shall be assessed, without regard to the restrictions on 
assessment in section 272. Each such decrease shall be applied against 
any unpaid amount of the tax decreased (including any amount of such 
tax as to which an extension of time under section 3779 is in effect) and 
any remainder shall be credited — 

(1) against the deficiencies (and additions to the tax) assessed under 
this subsection, 

(2) against any unsatisfied amount of any tax for the taxable year 
Immediately preceding the taxable year of the net operating loss or unused 
excess profits credit the time for payment of which tax is extended under 
section 3779, and 

any remainder shall, within such ninety-day period, be either credited 
against any income, war profits, or excess profits tax or instalment there- 
of then due from the taxpayer, or refunded to the taxpayer. The applica- 
tion, credit or refund of a decrease determined under this subsection shall 
be deemed a credit or refund of an overpayment within the meaning of 
sections 781(b) and 3807(b) (1). 

(c) Assessment of Erroneous Allowances. If the Commissioner deter- 
mines that the amount applied, credited or refunded under subsection 
(b) is in excess of the overassessment attributable to the carry-back with 
respect to which such amount was applied, credited or refunded, he may 
assess the amount of the excess as a deficiency as if it were due to a math- 
ematical error appearing on the face of the return, as provided in section 
272(f). Upon making such assessment, the Commissioner shall schedule 
as an overassessment the decrease in any other tax resulting from the 
adjustments reflected in the computation of the deficiency. Added July 
31, 1945, c. 340, § 4(a), 69 Stat. 621, amended Jan. 3, 1961, 10.13 a. m., 
c. 1199, Title IH, § 304(h), 64 Stat. 1220. 


Historical Note 


Roferenices In Text. Section 781(b) re- 
ferred to in subsec. (b), relating to spe- 
cial rules for application of section 780, 
dealing with post-war refund of excess 
profits tax, was repealed by Act Nov. 

8. 1945, c. 453. Title I, | 122(a). 69 Stat. 

668 . 
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1951 Amendment. Stibsec. (a) amended 
by Act Jan. 3, 1961, which substituted 
“432(c)" for “710(c) (3)". 

XifiTeetlve Date of 1951 Amendment. 
Amendment of section by Act Jan. 8, 
1951, as applicable with respect to tax- 
able years ending after June 80, 1950, 



MISCELLANEOUS PROVISIONS 


see note set ont under section 114 of this 
title. 

Text of Amendatory Bevenue Acts. 
Complete original text of Revenue Acts 
amending this section, 1939 to date, see 


volnmes ‘‘Title 26— 'Internal Heremne 
Acts*'. 

X-egislativ© Histoirys For legislative 
history and purpose of Act Jan. 3, 1951, 
see 1950 U.S.Code Cong. Service, p. 4027. 


§ B781. Extension of time and tentative carry-back and amortization 
adjustments in the case of consolidated returns 

If the corporation seeking an extension of time under section 3779, a 
tentative carry-back adjustment under section 3780, or a tentative adjust- 
ment with respect to an amortization deduction under section 124 (j) and 
(k), made or was required to make a consolidated return, either for the 
taxable year within which the net operating loss or the unused excess 
profits credit arises or within which the election is made to terminate 
the amortization period, or for a preceding taxable year affected by such 
loss, credit, or election, the provisions of such sections shall apply only 
to such extent and subject to such conditions, limitations, and exceptions 
as the Commissioner, with the approval of the Secretary, may by regula- 
tions prescribe. Added July 31, 1945, < 1 . 240, § 4(a), 69 Stat. 523, 


CHAPTER 38.— MISCELLANEOUS PROVISIONS 

Sec. 

3790. Prohibition of administrative review of Commissioner’s decisions. 

3791. Rules and regulations. 

3792. Expenses of detection and punishment of frauds. 

3793. Penalties and forfeitures. 

3794. Interest on delinquent taxes. 

3795. Administration of real estate acquired by the United States. 

3796. Repealed. 

3797. Definitions. 

3798. Exemption of Insolvent banks from tax. 

3799. Income from obligations and mortgages issued by joint-stock land 

banks, 

3800. Jurisdiction of district courts to issue orders, processes, and judg- 

ments. 

3801. Mitigation of effect of limitation and other provisions in Income 

tax cases. 

3802. Exemption of consular oflaicers and employees of foreign states 

from payment of internal revenue taxes on Imported articles. 

3803. Separability clause. 

3804. Time for performing certain acts postponed by reason of war. 

3805. Income tax due dates postponed In case of China Trade Act corpo- 

rations. 

3806. Mitigation of effect of renegotiation of war contracts or disallow- 

ance of reimbursement. 

3807. Repealed. 

3808. Deferment of tax attributable to service pay for commissioned 

service and of tax attributable to pre-service earned income. 

3809. Verification of returns; penalties of perjury* 

3810. Effective date in case of Puerto Rico. 

3811. Collection of taxes in Puerto Rico and Virgin Islands, 

3812. Mitigation of effect of statute of limitations and other provisions 

in case of related taxes tinder different chapters. 

3818, Requirements for exemption of certain organizations under section 
101(6) and for deductibility of contributions made to such 
organizations. , ' 

3814. Denial of exemption under section 101(6) in the case of certain 
organizations accumulating income. 
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§ S790. Froliibitioii of administrative review of Commissioner’s deci- 
sions 

In tlie absence of fraud or mistake in mathematical calculation, the 
findings of facts in and the decision of the Commissioner upon (or in case 
the Secretary is authorized to approve the same, then after such approval) 
the merits of any claim presented under or authorized by the internal 
revenue lavrs shall not, except as provided in chapter 5, be subject to 
review by any other administrative or accounting officer, employee, or 
agent of the United States. In the absence of fraud or mistake in mathe- 
matical calculation, the allowance or nonallowance by the Commissioner, 
of interest on any credit or refund under the internal revenue laws shall 
not, except as provided in Chapter 6, be subject to review by any other 
administrative or accounting officer, employee, or agent of the United 
States. 53 Stat. 467, amended June 9, 1943, 7 p. m., E. W. T., c. 120, 
§ 4(f), 67 Stat. 141. 

Historical Note 

1943 Amendment. Act June 9, 1943, Text of Amendatory Revenue Acts, 

added sentence at end beginning “In tbe Complete original text of Revenue Acts 
absence” etc. amending this section, 1939 to date, see 

* ’ volumes “Title 26 — Internal Revenue 

Acts*', 


§ 3791. Rules and regulations 

( a ) Authorization 

(1) In general. Except as provided in section 1928 (a) , Cotton Futures, 
section 2599, Marihuana, section 25 59, Narcotics, section 317e, Liquor, 
and section 1805, Silver, the Commissioner, with the approval of the 
Secretary, shall prescribe and publish all needful rules and regulations 
for the enforcement of this title, 

(2) In case of change in law. The Commissioner may make all such 
regulations, not otherwise provided for, as may have become necessary by 
reason of any alteration of law in relation to internal revenue. 

(b) Retroactivity of regulations or rulings. The Secretary, or the 
Commissioner with the approval of the Secretary, may prescribe the extent, 
if any, to which any ruling, regulation, or Treasury Decision, relating to 
the internal revenue laws, shall be applied without retroactive effect. 
53 Stat. 467, 

Historical Note 

Provisions of Internal Revenue Code of of the Internal Revenue Code of 1939 
1964 . Ex. Ord. No. 10574, Nov. 8, 1954, shall, except as may be inconsistent with 

19 F.R, 7249, set out as a note under the Internal Revenue Code of 1954 or 

section 65 of this title, provided that otherwise inappropriate, be deemed also 

“Any reference in any regulation or to refer to the corresponding provision 

other Executive document issued or ap- of the Internal Revenue Code of 1964.” 

proved by the President to any provision 

§ 3792- Expenses of detection and punishment of frauds 

The Commissioner, under regulations prescribed by him with the ap- 
proval of the Secretary, is authorized to pay such sums, not exceeding in 
the aggregate the sum appropriated therefor, as he may deem necessary 
for detecting and bringing to trial and punishment persons guilty of 
violating the internal revenue laws, or conniving at the same, in cases 
where such expenses are not otherwise provided for by law. 53 Stat. 467, 
amended Aiig. 27, 1949, C. 617, § 12, 63 Stat. 669. 


Historical Note 


1949 Amendment. Act Aug. 27, 1949, 
amended section by inserting “under reg- 
ulations prescribed by him” following 
“The Commissioner”. 

Text of Amendatory Revenue Acts.' 
Complete original text of Revenue Acts 


amending this section, 1939 to date, see 
volumes “Title 26— Int^naJ Revenue 
Acts”. 

I^egislative Stlstory: For legislative 
history and purpose of Act Aug. 27, 1949. 
see 1949 XT.S.Code Cong.Service, p, 1876. 
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§ 3793. Penalties and forfeitures 

(a) Fraudulent bondSt permits, and entries 

(1) penalty. Every person who — 

(A) Simulation or execution. Simulates or falsely or fraudulently 
executes or signs any bond, permit, entry, or other document required 
by the provisions of the internal revenue laws, or by any regulation made 
in pursuance thereof, or 

(B) Procuring execution. Procures the same to be falsely or fraudu- 
lently executed, or 

(0) Aiding in execution. Advises, aids in, or connives at such execu- 
tion thereof — 

shall be imprisoned for a term not less than one year nor more than five 
years, and 

(2) Forfeiture. The property to which such false or fraudulent in- 
strument relates shall be forfeited. 

(b) Fraudulent returns, affidavits, and claims 

(1) Assistance in preparation or presentation. Any person who will- 
fully aids or assists in, or procures, counsels, or advises the preparation or 
presentation under, or in connection with any matter arising under, the 
internal revenue laws, of a false or fraudulent return, affidavit, claim, or 
document, shall (whether or not such falsity or fraud is with the knowl- 
edge or consent of the person authorized or required to present such re- 
turn, affidavit, claim, or document) be guilty of a felony, and, upon con- 
viction thereof, be fined not more than $10,000, or imprisoned for not 
more than five years, or both, together with the costs of prosecution. 

(2) Person defined. The term "person*’ as used in this subsection 
includes an officer or employee of a corporation or a member or employee 
of a partnership, who as such officer, employee, or member is under a duty 
to perform the act in respect of which the violation occurs. 

(c) Cross references 

(1) Penalties 

For other penalties under this subtitle, see the following sections: 

Befusal to permit entry or examination, 3C0l(b) ; 

Forcibly obstructing ofllcors, 5001(c) ; 

Forcibly rescuing propei'ty, 3601(c) ; 

Failure to lile return, 8612(d) (1) ; 

False or fraudulent return, 3012(d) (2) ; 

Nonpayment of tax, 805S(b) ; 

Failure to surrender property subject to distraint, 3710 (b) ; 

Fraud in connection with closing agreements and compromises, 8703. 

(2) Forfeitures 

For other forfeitures under this subtitle, see the following: 

Sales or removals in fraud of internal revenue laws, section 8720(a) ; 

Sales or removals with design to avoid payment of taxes, section 8720(a). 

63 Stat. 468. 

§ 3794. Interest on delinqueiit taxes 

Notwithstanding any provision of law to the contrary. Interest accruing 
during any period of time after August 30, 1936, upon any Internal-revenue 
lax (including amounts assessed or collected as a part thereof) not paid 
irh«n due, shall be at the rate of 6 per centum per annum. 63 Stat. 468. 

Historical Hote 

Interest Accruing Oct. 24, 1933. ^ estate, and gift taxes accruing after Oct. 

Act May 28 , 1938 , c, 289 , I 821, 62 Stat 24, 1933, and prior to Aug. 30, 1935. and 
583 provided for computation of interest for refund of excais. 
at 6 per centum on delinquent Income, 
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§ S795. Adniiiustratioii of real estate acqtiired by the United States 

(a) Person charged with. The Commissioner shall hare charge of all 
real estate which is or shall become the property of the United States by 
judgment of forfeiture under the internal revenue laws, or which has been 
or shall be assigned, set off, or conveyed by ptirchase or otherwise to the 
United States in payment of debts or penalties arising under the laws 
relating to internal revenue, or which has been or shall be vested in the 
United States by mortgage or other security for the payment of such debts, 
and of all trusts created for the use of the United States in payment of 
such debts due them. 

(b) Sale. The Commissioner, with the approval of the Secretary, may, 
at public yendue, and upon not less than twenty days* notice, sell aud 
dispose of all real estate owned or held by the United States as aforesaid. 

(c) Uease. Until such sale the Commissioner, with the approval of 
the Secretary, may lease such real estate owned as aforesaid on such terms 
and for such period as they shall deem expedient. 

(d) Release to debtor. In cases where real estate has or may become 
the property of the United States by conveyance or otherwise, in payment 
of or as security for a debt arising under the laws relating to internal reve- 
nue, and such debt shall have been paid, together with the interest there- 
on, at the rate of 1 per centum per month, to the United States, within two 
years from the date of the acquisition of such real estate, it shall be lawful 
for the Commissioner, with the approval of the Secretary, to release by 
deed, or otherwise convey such real estate to the debtor from whom it was 
taken, or to his heirs or other legal representatives. 63 Stat. 468. 

§ 8796. Repealed. Oct. 81, 1951, c. 654, § 1 (52) , 65 Stat. 703 

Historical l^'ote 

Section Prior to Bepeal: der the direction of the Secretary as in 

S796. Purchase of stationery the case of other branches of the public 

“The purchase of stationery for the In- service under the Treasury Department, 
ternal revenue service shall be made un- 63 Stat. 469.*’ 

§ 8797. Definitioiis 

(а) When used in this title, where not otherwise distinctly expressed 
or manifestly incompatible with the intent thereof — 

(1) Person. The term ‘^person*’ shall be construed to mean and include 
an individual, a trust, estate, partnership, company, or corporation. 

(2) Partnership and partner. The term ''partnership§ ** Includes a syn- 
dicate, group, pool, joint venture, or other unincorporated organization, 
through or by means of which any business, financial operation, or ven- 
ture is carried on, and which is not, within the meaning of this title, a 
trust or estate or a corporation; and the term "partner** includes a mem- 
ber in such a syndicate, group, pool, joint venture, or organization. A 
person shall be recognized as a partner for income tax purposes if he 
owns a capital interest in a partnership in which capital is a material 
income-producing factor, whether or not such interest was derived by 
purchase or gift from any other person. 

(8) Corporation. The term "corporation** includes associations, joint- 
stock companies, and insurance companies. 

(4) Domestic, The term "domestic** when applied to a corporation 
or a partnership means created or organized in the United States or under 
the law of the United States or of any State or Territory, 

(5) Foreign. The term "foreign** when applied to a corporation or 
partnership means a corporation or partnership which is not domestic. 

(б) Fiduciary. The term "fiduciary** means a guardian, trustee, execu- 
tor, administrator, receiver, conservator, or any person acting in any 
fiduciary capacity for any person. 
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(7) Stock. The term *'stock" includes the share in an association,, 
joint-stock company, or insurance company. 

( 8 ) Shareholder. The term "'shareholder'* includes a member in an 
association, joint-stock company, or insurance company. 

(9) United States. The term “United States" 'when use4 in a geo- 
graphical sense includes only the States, the Territories of Alaska and 
Hawaii, and the District of Columbia. 

( 10 ) State. The word “State" shall be construed to include the Terri- 
tories and the District of Columbia, where such construction is necessary 
to carry out provisions of this title. 

(11) Secretary. The term “Secretary" means the Secretary of the 
Treasury. 

(12) Oonimissioner. The term “Commissioner" means the Commis- 
sioner of Internal Revenue, 

(IS) Collector. The term “collector" means collector of internal reve- 
nue. 

(14) Taxpayer. The term “taxpayer" means any person subject to a 
tax imposed by this title. 

( 15 ) Military or naval forces of the United States. The term “military 
or naval forces of the United States” includes the Marine Corps, the Coast 
Guard, the Army Nurse Corps, Female, the Women's Army Auxiliary Corps, 
the Navy Nurse Corps, Female, and the Women's Reserve branch of the 
Naval Reserve. 

(16) Withholding agent. The term “withholding agent" means any 
person required to deduct and withhold any tax under the provisions of 
section 143 or 144. 

(17) Husband and wife. As used in sections 22 (k), 23 (u), 171, and 
the last sentence of section 26(b) (3), if the husband and wife therein 
referred to are divorced, wherever appropriate to the meaning of such 
sections, the term “wife" shall be read “former wife" and the term “hus- 
band" shall be read “former husband"; and, if the payments described 
in such sections are made by or on behalf of the wife or former wife to 
the husband or former husband instead of vice versa, wherever appropriate 
to the meaning of such sections, the term “husband" shall be read “wife" 
and the term “wife" shall be read “husband". 

(IS) Inteimational organizatloii. The term “international organiza- 
tion" means a public international organization entitled to enjoy privi- 
leges, exemptions, and immunities as an international organization under 
the International Organizations Immunities Act. 

(19) Domestic building and loan association. The term “domestic 
building and loan association" means a domestic building and loan asso- 
ciation, a domestic savings and loan association, and a Federal savings 
and loan association, substantially all the business of which la confined to 
making loans to members. 

(20) Employee. For the purpose of applying the provisions of chapter 
1 with respect to contributions to or under a stock bonus, pension, profit- 
sharing, or annuity plan, and with respect to distributions under such a 
plan or by a trust forming part of such a plan, the term “employee" shall 
include a full-time life insurance salesman who is considered an employee 
for the purpose of subchapter A of chapter 9, or, in the case of services 
performed before January 1, 1961, who would be considered an employee 
if his services were performed during 1961. 

(b) Includes and indlndlng* The terms “includes" and “Including" 
when used In a definition contained in this title shall not be deemed to 
exclude other things otherwise within the meaning of the term defined. 

T. 26h U.S.aA.r-62 9I7 
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<<5) Cross references 

S'er other definitions, see the following; 

Singular as including plnral, R S. 1. 

Plural as including singular, R.S. 1. 

Masculine as including feminine, B.S. 

Of&cer, E.S. 1. 

Oath as including afdrmation, R.S. 1. 

Company or association as including successors and assigns, R.S. 5. 

County as including parish, R.S. 2, 

Vessel as including all means of water transportation, R.S. 3. 

Vehicle as including all means of land transportation, R.S. 4. 

S3 Stat. 469, amended Oct, 21, 1942, 4:30 p. m., E. "W. T., c. 619, Title 
I, § 120(f), Title V, I 511, 56 Stat. 970; May 29, 1944, 7 p. m., E. W. 
T., c. 210, Pt. I, § 10(1), 58 Stat. 240; Dec. 29, 1945, c. 662, Title I, 
S 4(i), 69 Stat. 671; Oct. 20, 1951, 2:07 p. m., E. S. T., c. 621, Title 
III, S§ 313(1), 340(a), 343(a), 65 Stat. 491, 611, 616. 


Historical Hote 


Kefer^xtcQs in Text. Army Nurse 
dorps, Female, referred to in subsec. (a> 
(15), which was established by Act July 
9, 1918, c. 143, subchapter V, 40 Stat 879. 
was superseded by Army Nurse Corps, 
Regular Army, created by Act Apr. 16, 
1947, c. 38, Title I, 61 Stat. 41, as amend- 
ed. See section 166 of Title lO, Army and 
Air Force, establishing the Army Nurse 
Corps, Regular Army. 

Women's Army Auxiliary Corps, re- 
ferred to in subsec. (a) (15), which was 
established by Act May 14, 1942, c. 812, 
66 Stat. 278, was superseded by Wom- 
en's Army Corps, created by Act July 1, 
1943, c. 187, 57 Stat. 371, and abolished 
by Act June 25, 1947, c. 327, § 2(a), 61 
Stat. 451, eff. July 1, 1948. Said elfec- 
tive date was extended until June 
12, 1949 by Act June 12, 1948, c. 449, 
Title I, 8 110, 62 Stat. 363, section 101 
of which established, eff. June 12, 1948, 
the Women’s Army Corps, Regular Army. 
See section 316 of Title 10, Army and 
Air Force, establishing the Women’s 
Army Corps, Regular Army. 

Navy Nurse Corps, Female, referred 
to in subsec. (a) (15), which was estab- 
lished by Act May 13, 1908, c. 166, 35 
Stat. 146, was superseded by Navy Nurse 
Corps, created by Act Apr. 1C, 1947, c. 
38, Title II, § 201, 61 Stat. 47, as amended. 
See section 43 of Title 34, Navy, estab- 
lishing the Navy Nurse Corps. 

Women’s Reserve branch of the Naval 
Reserve, referred to in sub sec. (a) (15), 
which was established by Act June 26, 
1938, c. 690, Title V, as added July 30, 
1942, c- 538, 56 Stat. 730, was superseded 
by Act July 9, 1952, c. 608, part VIII, $ 
803, 60 Stat 505, and Is now covered by 
sections 217(b) and 414 of said Act July 
9, 1952. See sections 941(b) and 1053 of 
Title 60, War and National Defense, re- 
lating to appointments and enlistment of 
women In the Naval Reserve and mah- 
lug certain laws also applicable to the 
women in the Naval Reserve. 

International Organizations Immunities 
Act, referred to in subsec. (a) (18), is 
classified to sections 288~288f of Title 22, 
Foreign Relations and Intercourse, and 
sections 116, 1426, 1607, 1621, 8466, 3469 
and 3475 of this title and this section. 


R.S. §S 1-5, referred to In subsec. (c), 
were repealed by Act July 30, 1947, c, 
388, § 2, 61 Stat 640, and are now cov- 
ered by sections 1-6 of Title 1, General 
Provisions. 

1951 Amendment, Subsec. (a) (2) 

amended by Act Oct. 20, 1951, S 840(a), to 
add last sentence. 

Subsec. (a) (19) added by Act Oct. 20, 
1951, § 313(i). 

Subsec. (a) (20) added by Act Oct. 

20, 1951, § 348(a), 

1945 Amendment. Subsec. (a) amend- 
ed by Act Dec. 29, 1945, which added 
par. (18). 

1944 Amendment. Sub sec. (a) (IT) 
amended by Act May 29, 1944, which 
struck out “25(b) (2) (A), and 171, and 
the last sentence of section 401(a) (2)“ 
and inserted in lieu thereof “171, and 
the last sentence of section 26(b) (3)“. 

1942 Amendnaent. Subsec. (a), par. (15) 
amended and par. (17) added by Act Oct. 

21, 1942. 

Effective Date of 1951 Amendment. 
Amendment of subsec, (a) (2) made ap- 
plicable with respect to taxable years 
beginning after Dec. 31, 1960, by section 
340(c) of Act Oct. 20, 1951. See, also, 
note set out under section 191 of ti- 
tle. 

Addition of subsec. (a) (19) made ap- 
plicable only with respect to taxable 
years beginning after Dec. 31, 1961, by 
section 313 (y) of Act Oct. 20, 1951. 

Addition of subsec. (a) (20) made ap- 
plicable with respect to taxable years 
beginning after Dec. 31, 1988, by section 
343(b) of Act Oct. 20, 1951. 

Effective Date of 1944 Amendment* 
Amendment of subsec. (a) (17) by Act 
May 29, 1944, was made applicable to 
taxable years beginning after Dec, ®l, 
1943, by section 2 thereof. 

Rffeetive Date of 1942 Anaendmont. 
Amendment of subsec. (a), inserting new* 
par. (17), by Act Oct. 21, 1942, was made 
effective by section 120(g) thereof as fol- 
lows: “(g) The amendments made by 
this section [to sections 22(b) (2), 23(u>, 
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25(b) (2) (A), 171 and 3797(a) (17)] shaH 
be applicable only with respect to tax- 
able years beginning after December 31, 
1941; except that if the first taxable year 
beginning after December 31, 1941, of 
the husband does not begin on the same 
day as the first taxable year beginning 
after December 31, 1941, of the wife, such 
amendments shall first become applicable 
in the case of the husband on the first 
day of the wife's first taxable year be- 
ginning after December 31, 1941, regard- 
less of the taxable year of the husband 
m which such day falls.” 

Treaty Obligations. Section 615 of Act 
Oct. 20, 1951, provided that: ‘‘No amend- 
ment made by this Act [Act Oct. 20, 
1950] shall apply in any case where its 


application would bo contrary ti© any 
treaty obligation of the United States.” 

Similar provisions were contained in 
the following Act* 

1942— Oct. 21, 1942, 4:30 p. m., E.W.T., 
c. 619, Title I, § 109, 66 Stat. 808. 

Text of Amendatory Revenue Acts% 
Complete original text of Revenue Acts 
amending this section, 1939 to date, see 
volumes “Title 26 — Internal Revenue 
Acts”. 

Xegislatlve History and Congressional 
Comment: For legislative history and 
purpose of Act Oct. 20, 1951, see 1951 
XJ.S.Code Cong. Service, p. 1781. See, also, 
Acts Dec. 29, 1945, 1945 U.S Code Cong. 
Service, p. 946; May 29, 1944, 1944 U.&. 
Code Cong. Service, p. 1056. 


§ 3798. Exemption of insolvent baniks from tax 

(a) Whenever and after any bank or trust company, a substantial 
portion of the business of which consists of receiving deposits and mak- 
ing loans and discounts, has ceased to do business by reason of insolvency 
or bankruptcy, no tax shall be assessed or collected, or paid Into the 
Treasury of the United States on account of such bank, or trust com- 
pany, which shall diminish the assets thereof necessary for the full pay- 
ment of all its depositors; and such tax shall be abated from such na- 
tional banks as are found by the Comptroller of the Currency to be in- 
solvent; and the Commissioner of Internal Revenue, when the facts 
shall appear to him, is authorized to remit so much of the said tax against 
any such insolvent banks and trust companies organized under State law 
as shall be found to affect the claims of their depositors. 

(b) Whenever any bank or trust company, a substantial portion of 
the business of which consists of receiving deposits and making loans 
and discounts, has been released or discharged from its liability to its 
depositors for any part of their claims against it, and such depositors 
have accepted, in lieu thereof, a lien upon subsequent earnings of such 
bank or trust company, or claims against assets segregated by such bank 
or trust company or against assets transferred from it to an individual 
or corporate trustee or agent, no tax shall be assessed or collected, or 
paid into the Treasury of the United States on account of such hank, 
or trust company, such individual or corporate trustee or such agent, 
which shall diminish the assets thereof which are available for the pay- 
ment of such depositor claims and which are necessary for the full pay- 
ment thereof. 

(c) (1) Any such tax collected, whether collected before, on, or after 
the date of enactment of the Revenue Act of 1938, shall be deemed to 
be erroneously collected, and shall be refunded subject to all provisions 
and limitations of law, so far as applicable, relating to the refunding of 
taxes. 

( 2 ) Any tax, the assessment, collection, or payment of which is barred 
under subsection (a) of this section, or any such tax which has been 
abated or remitted after May 28, 1938, shall be assessed or reassessed 
whenever it shall appear that payment of the tax will not diminish the 
assets as aforesaid. 

(8) Any tax, the assessment, collection, or payment of which is barred 
under subsection (b) of this section or any such tax which has been re- 
funded after May 28, 1988, shall be assessed or reassessed after full 
payment of such claims of depositers to the extent of the remaining as- 
sets segregated or transferred as described In subsection (b), 
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(4) The running of the statute of limitations on the making of assess- 
ment and collection shall be suspended, during, and for ninety days be- 
yond, the period for which, pursuant to this section, assessment or col- 
lection may not be made, and a tax may be reassessed as provided in 
paragraphs (2) and (3) of this subsection, and collected, during the time 
within which, had there been no abatement, collection might have been 
made. 

(d) This section shall not apply to any tax imposed by subchapter A 
or subchapter C of chapter 9. 63 Stat. 470, amended June 29, 1939, 10 

p. m., E. S. T., c. 247. Title IV, § 406. 63 Stat. 884. 


Histoxical Not© 


Keferences in. Text. Date of enactment 
of Revenue Act of 1938, referred to in 
subsec. (c) (1), was May 28, 1938. 

1939 Amendment. Term "‘agent’* as 
used in subsec. (b) was made to in- 
clude a corporation as a liquidating 
agent by Act June 29, 1939, § 406(b). 

Subsec. (c) amended by Act June 29, 
1939, § 406(a). 

JSfTective Date of 1939 Amendments. 
Section 406(c) of Act June 29, 1939 pro- 


vided that the amendments of this sec- 
tion should be effective as of date of 
enactment of Revenue Act of 1938 (May 
28, 1938). 

Text of Ajnendatojry Revenue Acts. 
Complete original text of Revenue Acts 
amending this section, 1939 to date, see 
volumes “Title 26 — Internal Revenue 
Acts”, 


§ 3799. Income from obligationg and mortgages Issued by by i Joint- 
stock land banks 

Notwithstanding the provisions of section 26 of the Federal Farm 
Loan Act, 39 Stat. 380 (XJ.S.C., Title 12, § 931-3), as amended, in the 
case of mortgages made or obligations issued by any joint-stock land 
bank after May 28, 1938, all income, except interest, derived therefrom 
shall be included in gross income and shall not be exempt from Federal 
income taxation. 63 Stat. 471. 

1 So in original. Second “by” probably should be omitted. 


§ 3800. Jurisdiction of district courts to issue orders, processes, and 
judgments 

The district courts of the United States at the Instance of the United 
States shall have such jurisdiction to make and issue, both in actions 
at law and suits in eauity, writs and orders of injunction, and of ne exeat 
republica, orders appointing receivers, and such other orders and process, 
and to render such judgments and decrees, granting in proper cases both 
legal and equitable relief together, as may be necessary or appropriate 
for the enforcement of the internal revenue laws. The remedies hereby 
provided are in addition to and not exclusive of any and all other remedies 
of the United States in such courts or otherwise to enforce such laws. 
53 Stat. 471. 


§ 3801. Mitigation of effect of limitation and other provisions in 
income tax cases 

(a) Definitions. For the purpose of this section — 

(1) Determination. The term "‘determination under the income tax 
laws" means — 

(A) A closing agreement made under section 3760; 

(B) A decision by the Tax Court of the United States or a Judgment, 
decree, or other order by any court of competent Jurisdiction, which has 
become final; or 
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(C) A final disposition by the Commissioner of a claim for refund. 
For the purposes of this section a claim for refund shall be deemed finally 
disposed of by the Commissioner — 

(1) as to items with respect to which the claim was allowed, upon 
the date of allowance of refund or credit or upon the date of mailing 
notice of disallowance (by reason of offsetting items) of the claim for 
refund, and 

(ii) as to items with respect to which the claim was disallowed, in 
whole or in part, or as to items applied by the Commissioner in reduc- 
tion of the refund or credit, upon expiration of the time for instituting 
suit with respect thereto (unless suit is instituted prior to the expiration 
of such timeL 

Such term shall not include any such agreement made, or decision, judg- 
ment, decree, or order which became final, or claim for refund finally 
•disposed of, prior to August 2Y, 1938. 

(2) Taxpayer. Notwithstanding the provisions of section 3797 the 
term "‘taxpayer'* means any person subject to a tax under the applicable 
Revenue Act. 

(S) Related taxpayer. The term "related taxpayer** means a tax- 
payer who, with the taxpayer with respect to whom a determination 
specified in subsection (b) (1), (2), (3), or (4) is made, stood, in the 
taxable year with respect to which the erroneous inclusion, exclusion, 
omission, allowance, or disallowance therein referred to was made, in 
one of the following relationships: (A) husband and wife; (B) grantor 
and fiduciary; (C) grantor and beneficiary; (D) fiduciary and benefi- 
ciary, legatee, or heir; (E) decedent and decedent's estate; or (F) 
.partner. 

(b) Circumstances of adjustment. When a determination under the 
income tax laws— 

(1) Requires the Inclusion in gross income of an item which was 
•erroneously included in the gross income of the taxpayer for another tax- 
able year or in the gross income of a related taxpayer; or 

(2) Allows a deduction or credit which was erroneously allowed to 
the taxpayer for another taxable year or to a related taxpayer; or 

( 8 ) Requires the exclusion from gross income of an item with respect 
to which tax was paid and which was erroneously excluded or omitted 
from the gross income of the taxpayer for another taxable year or from 
the gross income of a related taxpayer; or 

(4) Allows or disallows any of the additional deductions allowable in 
•computing the net income of estates or trusts, or requires or denies any 
of the inclusions in the computation of net income of beneficiaries, heirs, 
•or legatees, specified in section 162(b) and (c) of chapter 1, and cor- 
responding sections of prior revenue Acts, and the correlative Inclusion or 
deduction, as the case may be, has been erroneously excluded, omitted, 
or Included, or disallowed, omitted, or allowed, as the case may be, In 
•respect of the related taxpayer; or 

(5) Determines the basis of property for depletion, exhaustion, wear 
.and tear, or obsolescence, or for gain or loss on a sale or exchange, and 
in respect of any transaction upon which such basis depends there was 
an erroneous inclusion In or omission from the gross Income of, or an 
•erroneous recognition oir nonrecdgnition or gain or loss to, the taxpayer 
or any person who acquired title to such property Ih such transaction and 
from whom’ mediately or immediately the taxpayer derived title subse- 
»quent to such transactlou; or 

and, on the date the determination becomes final, correction of the effect 
of the error Is preTeuted by the operation (whether before, on, or after 
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May 28, 1938) of any provision of the internal-revenue laws other than 
this section and other than section 3761 (relating to compromises), then 
the effect of the error shall be corrected by an adjustment made under 
this section. Except in cases described in paragraphs (6) and (7), such 
adjustment shall be made only if there is adopted in the determination a 
position maintained by the Commissioner (in case the amount of the 
adjustment would be refunded or credited in the same manner as an 
overpayment under subsection (c)) or by the taxpayer with respect to 
whom the determination is made (in case the amount of the adjustment 
would be assessed and collected in the same manner as a deficiency under 
subsection (c)), which position is inconsistent with the erroneous inclu- 
sion, exclusion, omission, allowance, disallowance, recognition, or non- 
recognition, as the case may be. In case the amount of the adjustment 
would be assessed and collected in the same manner as a deficiency, the 
adjustment shall not be made with respect to a related taxpayer unless 
he stands in such relationship to the taxpayer at the time the latter first 
maintains the inconsistent position in a return, claim for refund, or peti- 
tion (or amended petition) to The Tax Court of the United States for 
the taxable year with respect to which the determination is made, or if 
such position is not so maintained, then at the time of the determina- 
tion. 

(6) Disallows a deduction or credit which should have been allowed 
to, but was not allowed to, the taxpayer for another taxable year, or to- 
a related taxpayer; but this paragraph shall apply only if (A) the de- 
termination became final on or after June 1, 1962, and (B) credit or 
refund of the overpayment attributable to the deduction or credit which 
should have been allowed to the taxpayer or related taxpayer was not 
barred, by any law or rule of law, at the time the taxpayer first main- 
tained before the Secretary or the Tax Court of the United States, in. 
writing, that he was entitled to such deduction or credit in the taxable- 
year for which it Is so disallowed ; or 

(7) Requires the exclusion from gross income of an item which is. 
includible in the gross income of the taxpayer for another taxable year 
or in the gross income of a related taxpayer; but this paragraph shall 
apply only if (A) the determination became final on or after June 1, 
1952, and (B) assessment of deficiency under section 272(a) by the 
Secretary for such other taxable year or against such related taxpayer 
was not barred, by any law or rule of law, at the time the Secretary first 
maintained in a notice of deficiency sent pursuant to section 272(a) or 
before the Tax Court of the United States, that such item should be 
included in the gross income of the taxpayer for the taxable year to which, 
the determination relates — . 

(c) Method of adjustment. The adjustment authorized in subsection, 
(b) shall be made by assessing and collecting, or refunding or crediting, 
the amount thereof, to be ascertained as provided in subsection (d), in. 
the same manner as if it were a deficiency determined by the Commis- 
sioner with respect to the taxpayer as to whom the error was made or 
an overpayment claimed by such taxpayer, as the case may be, for the 
taxable year with respect to which the error was made, and as if on 
the date of the determination specified in subsection (b) one year re- 
mained before the expiration of the periods of limitation upon assessment 
or filing claim for refund for such taxable year. 

(d) Ascertainment of amount of adjustment. In computing the amount 
of an adjustment under this section there shall first be ascertained the 
tax previously determined for the taxable year with respect to which the 
error was made. The amount of the tax previously determined shall be 
the excess of — 

(1) the sum of (A) the amount shown as the iax by the taxpayer 
upon his return (determined as provided in section 271(b) (1) and 
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{3)), If a return was made by the taxpayer and an amount was 
shown as the tax by the taxpayer thereon, plus (B) the amounts 
previously assessed (or collected without assessment) as a deficiency 
over — 

(2) the amount of rebates, as defined In section 271(b) (2). 
made. 

There shall then be ascertained the increase or decrease in the tax pre- 
viously determined which results solely from the correct exclusion, in- 
clusion, allowance, disallowance, recognition, or nonrecognition, of the 
item, inclusion, deduction, credit, gain, or loss, which was the subject 
of the error. The amount so ascertained (together with any amounts 
wrongfully collected, as additions to the tax or interest, as a result of 
such error) shall be the amount of the adjustment under this section. 

(e) Adjustment unaffected by other items, etc. The amount to be 
assessed and collected in the same manner as a deficiency, or to be re- 
funded or credited in the same manner as an overpayment, under this 
section, shall not be diminished by any credit or set-off based upon any 
item, inclusion, deduction, credit, exemption, gain, or loss other than 
the one which was the subject of the error. Such amount, if paid, shall 
not be recovered by a claim or suit for refund or suit for erroneous re- 
fund based upon any item, inclusion, deduction, credit, exemption, gain, 
or loss other than the one which was the subject of the error. 

(f) No adjustment for years prior to 1932, No adjustment shall be 
made under this section in respect of any taxable year beginning prior 
to January 1, 1932. 

(g) Taxes Imposed by chapter 9. The provisions of this section shall 

not be construed to apply to any tax imposed by chapter 9. 53 Stat. 

471, amended Oct. 21, 1942, 4:30 p. m., E. W. T., c. 619, Title V, § 
504(a), (c), 66 Stat. 967; May 29, 1944, 7 p. m., E. W. T., c. 210, Pt. 
I, § 14(b), 68 Stat. 246; Aug. 28, 1960, c. 809, Title 11, § 208(c), 64 
Stat. 644; Aug. 16, 1953, c. 512, Title 11, § 211(a), (b), 67 Stat. 626. 


Histoidoal Note 


1053 Amendmcsnt. Subsec. (b) amend- 
ed by Act Aupf. 15, 1063 which substi- 
tuted the words “transaction; or” for 
“transaction-—” in par. (5), added pars. 
(6) and (7), and, in the second sentence 
-of subsec. (b), substituted the words 
“Bxcept in cases described In paragraphs 
(6) and (7), such” for “Such”. 

1950 Amendment. Subsec. (g) added 
by Act Aug. 28, 1950. 

11H4 Amendment. Subsec, (d) amend- 
ed by Act May 29, 1944, which omitted 
second sentence relating to ascertainment 
of amount of deduction, and inserted In 
lieu thereof sentence beginning “The 
amount of the tax previously dotermtn- 
-ed” etc. 

Ohange of Name. Act Oct, 21, 1942, 
changed the name of the Board of Tax 
Appeals to The Tax Court of the United 
States, See section 1100 of this title and 
notes thereunder. 

Effective Bate > of 1953 Amendments. 
Section m(c) of Act Aug. 15, j.953 pro- 
vided that; *The amendmehts (to sub- 
sec. (b)l made by subsections (a) and 
(b) shall be effective as If Included in 
•the Intetual Eeveuue Code at the time 
of its enactment (li’eb. 10, 1939), In 
any case in which the determination re- 
ferred to in paragraph (6) or (7) of 


section 3801(b) (this section], as amend- 
ed by subsection (a) of this section, be- 
came final before the date of the en- 
actment of this Act [Aug. 15, 1953] the 
one-year period described in section 3801 
(c) [this section] shall be extended to 
Include the one-year period beginning 
with the date of the enactment of this 
Act [Aug. 16, 1063).” 

Effective Bate of 1944 Amendment. 
Subsec. (e) of Act May 29, 1944, § 14 
provided in part, “The amendment made 
by subsection (b) to section 8801(d) of 
the Internal Revenue Code shall, for the 
purposes of such section and sections 
124, 130, and 3807 of such Code, be ap- 
plicable In the determination of a tax 
previously determined only if such tax 
la for a taxable year beginning after 
December 31, 1942.” 

Text of Amendatory Revenue Acts. 
Complete original text of Revenue Acts 
amending this section, 1939 to date, see 
volumes ‘Title 26— Internal Revenue 
Acts”. 

Xiegislative Btlstory amdi Congressional 
Comment: Eor legislative history and 
purpose of Act Aug. 16, 1963, see 1953 
U.S.Code Cong, and Adm.News, p. 242$. 
See, also, Acm Ahg. 28, 1960, 1960 U.S. 
Code CongJService, p, 8287 ; May 29, 
1944, 1944 U.S.Code Cong. Service, p. 1056. 
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§ 8802. Exemption of cbnsnlar ofiScers and employees of foreign state® 
from payment of internal revenue taxes on imported articles 

(a) Rule of Exemption. No internal-revenue tax shall be Imposed with 
respect to articles imported by a consular officer of a foreign state or 
by an employee of a consulate of a foreign state whether such articles 
accompany the officer or employee to his post in the United States, its 
insular possessions, or the Panama Canal Zone, or are imported by him 
at any time during the exercise of his functions therein, if — 

(1) such officer or employee is a national of the state appointing 
him and not engaged in any profession, business, or trade within 
the territory specified in subsection (a) ; 

(2) the articles are imported by the officer or employee for his 
personal or official use; and 

(3) the foreign state grants an equivalent exemption to cor- 
responding officers or employees of the Government of the United 
States stationed in such foreign state. 

(b) Certificate by Secretary of State. The Secretary of State shall cer- 
tify to the Secretary of the Treasury the names of the foreign states which 
grant an equivalent exemption to the consular officers or employees of the 
Government of the United States stationed in such foreign states. Added 
May 9, 1941, c. 96, 65 Stat. 184. 

Historical Noto 

Former Section Bennmbered, Former 
section 3802 was renumbered *'3803” by 
Act May 9, 1941. 

§ 8808. Separability clause 

If any provision of this title, or the application thereof to any person 
or circumstances, is held invalid, the remainder of the title, and the ap- 
plication of such provisions to other persons or circumstances, shall not 
be affected thereby. Formerly § 3802, 63 Stat. 473; renumbered § 3803,. 
May 9, 1941, c. 96, 66 Stat. 184. 

Histoidoal Note 

Text of Amendatory Bevenuo Acts. volumes “Title 26 — ^Internal Bevenue 
Complete original text of Bevenue Acts Acts”, 
amending this section, 1939 to date, see 

§ 8804. Time for performing certain acts postponed by reason of war 

(a) Individuals. The period of time after December 6, 1941, during 
which an individual is continuously outside the Americas (if such period 
is longer than ninety days), and the next ninety days thereafter, shall 
be disregarded In determining, under the internal revenue laws, in respect 
of any tax liability (Including any interest, penalty, additional amount, or 
addition to the tax) of such individual — 

(1) Whether any of the following acts was performed within the 
time prescribed therefor: 

(A) filing any return of Income, estate, or gift tax (except 
Income tax withheld at source and income tax imposed by Chap- 
ter 9 or any law superseded thereby) ; 

(B) payment of any income, estate, or gift tax (except Income 
tax withheld at source and income tax imposed by CJhapter 9 or 
any law superseded thereby) or any installment thereof or of any 
other liability to the United States in respect thereof; 

(C) filing a petition with The Tax Court of the United States 
for re-determination of a deficiency, or for review of a decieion 
rendered by the Tax Court; 
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{D) allowance of a credit or refund of any tax; 

(E) filing a claim for credit or refund of any tax; 

(P) bringing a suit upon any such claim for credit or refund; 

(G) assessment of any tax; 

(H) giving or making any notice or demand, for the pa3rment 
of any tax, or with respect to any liability to the United States in 
respect of any tax; 

(I) collection, by the Commissioner or the collector, by dis- 
traint or otherwise, of the amount of any liability in respect of 
any tax; 

(J) bringing suit by the United States, or any ofacer on its 
behalf, in respect of any liability in respect of any tax; and 

(K) any other act required or permitted under the internal 
revenue laws specified in regulations prescribed under this sec- 
tion by the Commissioner with the approval of the Secretary; 

(2) The amount of any credit or refund (including interest). 

(b) Other taxpayers and ether circumstances. In any case to which 
subsection (a) does not apply in which it is determined by the Commis- 
sioner, under regulations prescribed by him with the approval of the 
Secretary, that — 

(1) By reason of an individual being outside the Americas, or 

(2) By reason of any locality (within or without the Americas) being 
an area of enemy action or being an area under the control of the enemy, 
as determined by the Commissioner, or 

(3) By reason of an individual in the military or naval forces of the 
United States being outside the States of the Union and the District of 
Columbia, it is impossible or impracticable to perform any one or more 
-of the acts specified in subsection (a), then in determining, under the 
internal-revenue laws whether such act was performed within the time 
prescribed therefor, in respect of any tax liability (including any interest, 
penalty, additional amount, or addition to tax) aJffiected by the failure to 
perform such act within such time and in determining the amount of any 
credit or refund (including interest) aifected by such failure, there shall 
be disregarded such period after December 6, 1941, as may be prescribed 
by such regulations. 

(c) Dimitatiou on time to be disregarded. The period of time disre- 
garded under this section shall not extend beyond the date specified in 
^ause (1) or clause (2) of this subsection, whichever is the earlier: 

(1) December 31, 1947, or such date later than December 31, 1947, as 
the Commissioner may fix in any case in which he makes a determination 
under subsection (b) if such determination is made after the date this 
subsection as amended takes effect and is based on the existence prior to 
January 1, 1948, of one or more of the circumstances specified In para- 
graph (1), (2), or (3) of subsection (b) ; or 

(2) in the case of an individual with respect to whom a period of time 
Is disregarded under this section, the fifteenth day of the third month 
following the month in which an executor, administrator^ or a conservator 
of the estate of such Indlvidtal qualifies. 

(d) Hxceptlons 

(1) Tax In Jeopajfdy; bankruptcy and recdlTorBliips; and trans- 
ferred assets. Notwithstanding the provisions of subsection (a) or 
(b) , any action or proceeding authorized by section 146 (regardless of 
the taxable year for which the tax arose), 273, 274, 311, 872, 900, 
1013, 1016, 1025, or 8660, as well as any other action or proceeding 
authorized by law in connection therewith, may be taken, begun, or 
prosecuted. In any other case In which the Commissioner determines 
that collection of the amount of any assessment would be Jeopardized 
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“by delay, tlie provisions of subsections (a) and (b) shall not operate 
to stay collection of such amount by distraint or otherwise as author- 
ized by law. There shall be excluded from any amount assessed or 
collected pursuant to this paragraph the amount of interest, penalty, 
additional amount, and addition to the tax, if any, in respect of the 
period disregarded under subsection (a) or (b). In any case to- 
which this paragraph relates, if the Commissioner or collector Is 
required to give any notice to or make any demand upon any person, 
such requirement shall be deemed to be satisfied if the notice or de- 
mand is prepared and signed, in any case in which the address of such 
person last known to the Commissioner or collector is in an area for 
which United States post offices under instructions of the Postmaster 
General are not, by reason of the war, accepting mail for delivery at 
the time the notice or demand is signed. In such case the notice or 
demand shall be deemed to have been given or made upon the date 
it is signed. 

(2) Action taken before ascertaimnmt of right to benefits. The 
assessment or collection of any internal revenue tax or of any liability 
to the United States in respect of any internal revenue tax, or any 
action or proceeding by or on behalf of the United States in connec- 
tion therewith, may be made, taken, begun, or prosecuted In accord- 
ance with law, without regard to the provisions of subsection (a) or 
(b), unless prior to such assessment, collection, action, or proceed- 
ing it is ascertained that the person concerned is entitled to the bene- 
fits of subsection (a) or (b). 

(S) Expiration of period of limitations prior to enactment of this 
section. This section shall not operate to extend the time for per- 
forming any act specified in subsection (a) (1) (G), (H), (I), or (J> 
if such time under the law in force prior to the date of enactment of 
this section expired prior to such date. 

(e) Definitions. For purposes of this section — 

(1) Americas. The term “Americas" means North, Central, and 
South America (including the West Indies but not Greenland), and 
the Hawaiian Islands. 

(2) When Individual ceases to be outside Americas or within an 
area of enemy action. For the purpose of determining whether any 
act specified in subsection (a) (1) (G), (H), (I), or (J) was per- 
formed within the time prescribed therefor, if any period of time is 
disregarded under this section by reason of any individual being out- 
side the Americas or within an area of enemy action or control, such 
Individual shall not, if he returns to the Americas or leaves such 
area after the date of enactment of this section, be deemed to have 
returned to the Americas or ceased to be within such area before 
the date upon which the Commissioner receives from such individual 
a notice thereof in such form as the Commissioner, with the approval 
of the Secretary, shall by regulations prescribe. A similar rule shall 
be applied in the case of a member of the military or naval forces of 
the United States with respect to whom a period of time is disregarded 
under this section by reason of being outside the States of the Union 
and the District of Columbia. 

(8) When executor, administrator, or conservator qualifies. For 
the purpose of determining whether any act specifiied In subsection (a) 
(1) (G), (H), (I), or (J) was performed within the time prescribed 
therefor, the month in which an eSsecutor, administrator, or conserva- 
tor qualifies, if he qualifies after the date of enactment of this sec- 
tion, shall be deemed to be the month in which the Comniissioner 
receives from him a notice thereof in such form as the Commissioner^ 
with the approval of the Secretary, shall by regulations prescribe* 
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(f) Additional time to be disregarded. In tlie case of an Individual 
serving in the Armed Forces of the United States, or serving in support 
of such Armed Forces, in an area designated by the President of the 
United States by Executive order as a "‘combat zone'* for the purposes of 
section 22(b) (13), at any time during the period designated by the Pres- 
ident by Executive order as the period of combatant activities in such 
zone for the purposes of such section, or hospitalized outside the States 
of the Union and the District of Columbia as a result of injury received 
while serving in such an area during such time, the period of time dis- 
regarded under this section, notwithstanding the limitations of subsec- 
tions (a) and (c), shall include the period of service in such area, plus 
the period of continuous hospitalization outside the States of the Union 
and the District of Columbia attributable to such innury, and the next one 
hundred and eighty days thereafter. Added Oct. 21, 1942, 4:30 p. m., 
E. W. T., c. 619, Title V, §§ 504(a), (c), 607(a), 56 Stat. 957, 961*! 
amended Aug. 8, 1947, c. 515, § 13, 61 Stat. 919; Jan. 2, 1951, c 1196 
■64 Stat. 1136, 


Historical Note 


References in Text. The date referred 
to in the phrase "after the date this 
subsection as amended tahes effect”, in 
subsec. (c) (1), was the date of enact- 
ment of the amendment by Act Aug. 8, 
1047. 

Date of enactment of this section, re- 
ferred to in subsecs, (d) (3) and (e) (2) 
and (3) was Oct. 21, 1042. 

1051 Amendment. Subsec. (f) added by 
Act Jan. 2, 1051. 

1947 Amendment. Subsec. (c) amended 
by Act Aug. 8, 1047, to provide that no 
period of time after Dec. 31, 1047, may 
be disregarded under this section ex- 
cept, under certain limitations, in cases 
in which the Commissioner makes a de- 
termination under subsec. (b) of this 
section after Aug. 8, lO-W. 

Change of Name. Act Oct. 21, 1942, 
changed the name of the Board of Tax 
Appeals to the Tax Court of the TJnited 
States. See section 1100 of this title and 
notes thereunder. 

Rffectlv© Date. Section 607(c) of Act 
-Oct. 21, 1D42, provided as follows; "(c) 
The provisions of sections 8804 and 3805, 
as added by subsection (a) of this sec- 
tion, shall be effective as if they were 
enacted on December 7, 1941 ; except that 
the phrase ‘date of enactment of this 
-section’, when used in subsections (d) 
(3) and (e) (2) and (3) of section 3804, 
means the date of enactment of this Act 
[Oct 21, 1942, 4:30 p. m., D.W.T.]. Any 
•amount of interest, penalty, additional 
amount or addition to the tax otherwise 
allowable as a refund or credit under 
the internal-revenue laws (Including Sec- 
tions 3805 and 3804, except subsection (d) 
(2)) may be refunded or credited without 
regard to section 3804(d) (2). No Inter- 
est shall be allowed or paid by the Dnlt- 
^ States upon any amount refunded or 
credited by reason of this subsection.’* 


Xilmltation of Section under Other 
Xaws. Section 507(b) (1, 2A) of Act Oct. 
21, 1942, provided as follows: 

“(b) (1) The amendments made by this 
section [adding sections 3804 and 3805 of 
this title and section 527 of Appendix to 
Title 50] shall not be construed to short- 
en any period fixed under the provisions 
of section 13 or 14 of the Act approved 
March 7, 1042 (Public Law 490— 77th 
Congress), [50 U.S.C.A.App §§ 1013, 1014] 
within which any act may be done, ex- 
cept that any action or proceeding au- 
thorised under section 3804(d) (1) of 
the Internal Revenue Code, as well as 
any other action or proceeding author- 
ized by law in connection therewith, may 
be taken, begun, or prosecuted without 
regard to the period so fixed. 

"(2) (A) The amendments made by 

this section [adding sections 3804 and 
3805 of this title and section 527 of Ap- 
pendix to Title 50] shall not be construed 
to shorten any period fixed under the 
provisions of section 613 of the Soldiers’ 
and Sailors’ Civil Relief Act of 1940 [50 
TT.S.C.A.App. § 673] within which any 
act may be done, except that any action 
or proceeding authorized under section 
3804(d) (1) of the Internal Revenue Code, 
as well as any other action or proceed- 
ing authorized by law in connection 
therewith, may be taken, begun, or prose- 
cuted without regard to the period so 
fixed.” 

Text of Amendatory Revenue Acts. 
Complete original text of Revenue Acts 
amending this section, 1939 to date, see 
volumes "Title 26 — Internal Revenue 
Acts”. 

Xioglsiative History and Congreiiistonal 
Comment: For legislative history and 
purpose of Act Jan. 2, 1961, see 1951 U.S. 
^0^® Cong.Servlce, p. 4259, See, also, 
Act Aug. 8, 1947, 1947 U.S.Code Cong. 
Service, p, W68. 
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§ 8805. Income tax due dates postponed in case of China Trad© Act 
Corporations 

In the case of any taxable year beginning after December 31, 1948, and 
ending before October 1, 1953, no Federal income tax return of. or pay- 
ment of any Federal income tax by, any corporation organized under tb© 
CMna Trade Act of 1922 (42 Stat. 849, U.S.C., Title 15, chapter 4), a» 
amended, shall become due until December 31, 1963, but only with re- 
spect to any such corporation and any such taxable year which the Secre- 
tary may determine reasonable under the circumstances in China pursu- 
ant to such regulations as he may prescribe. Such due date shall be sub- 
ject to the power of the Secretary to extend the time for filing such return 
or paying such tax, as in other cases. Added Oct. 21, 1942, 4:30 p. m., 
E. W. T., c. 619, Title V, § 507(a), 56 Stat. 961, amended Aug. 8, 1947, 
c. 515, § 14, 61 Stat. 919; Oct. 20, 1951, 2:07 p. m., E. S. T., c. 621, Title 
VI, § 614, 65 Stat. 669. 

Historical Note 


1^1 Amendment. Act Oct. 20, 1951 

amended section by changing the for- 
mer reference to “any taxable year be- 
ginning after December 31, 1940” to “any 
taxable year beginning after December 
31, 1948, and ending before October 1 , 
1953”, and by extending the due date 
for filing returns and paying the tax 
from December 31, 1947 to December 31, 
1963, subject to reasonable determina- 
tions by the Secretary. 

1947 Amendment. Act Aug. 8, 1947, 
amended section to terminate as of Dec. 
31, 1947, the wartime extension in the 
case of China Trade Act corporations of 
the due dates for filing income tax re- 
turns and payment of tax. 

Effective Date. Section 507(c) of Act 
Oct. 21, 1942, provided as follows: § **(c) 
The provisions of sections 3804 and 3805, 
as added by subsection (a) of this sec- 
tion, shall be effective as if they were 
enacted on December 7, 1941; except 
that the phrase ‘date of enactment of this 
section’, when used in subsections (d) 
(3) and (e) (2) and (3) of section 3804, 
means the date of enactment of this Act 
[Oct. 21, 1942, 4:30 p. m., E.W.T ]. Any 
amount of interest, penalty, additional 


amount, or addition to the tax otherwise 
allowable as a refund or credit under 
the internal-revenue laws (including sec- 
tions 3805 and 3804, except subsection 
(d) (2)) may be refunded or credited 
without regard to section 3804(d) (2). 
No interest shall be allowed or paid by 
the United States upon any amount re- 
funded or credited by reason of this 
subsection.” 

limitation of Section under Other 
Daws. See note under section 3804 of 
this title. 

Treaty Obligations. Section 615 of Act 
Oct. 20, 1951, provided that: “No amend- 
ment made by this Act [Act Oct. 20, 
19613 shall apply in any case where its 
application would be contrary to any 
treaty obligation of the United States.” 

Text of Amendatory Revenue Acts. 
Complete original text of Revenue Acts 
amending this section, 1939 to date, see 
volumes “Title 26 — Internal Revenue 
Acts”. 

Deglslative History: For legislative 
history and purpose of Act Oct. 20, 1951, 
see 1951 U.S.Code Cong. Service, p. 1781. 


§ 3806. Mitigation of effect of renegotiation of war contracts or dis- 
allowance of reimbursement 

(a) Reduction for prior taxable year 

(1) Excessive profits eliminated for prior taxable year. In tb© 
case of a contract with the United States or any agency thereof, or 
any subcontract thereunder, which is made by the taxpayer, if a re- 
negotiation is made in respect of such contract or subcontract and an 
amount of excessive profits received or accrued under such contract or 
subcontract for a taxable year (hereinafter referred to as ‘‘prior tax- 
able year”) is eliminated and, in a taxable year ending after Decem- 
ber 31, 1941, the taxpayer is required to pay or repay to the United 
States or any agency thereof the amount of excessive profits eliminat- 
ed or the amount of excessive profits eliminated Is applied as an offset 
against other amounts due the taxpayer, the part of the contract or 
subcontract price which was received or was accrued for the prior 
taxable year shall be reduced by the amount of excessive profits 
eliminated. For the purposes of this section — 

(A) The term “renegotiation” includes any transaction which 
is a renegotiation within the meaning of the Federal renegotlar- 
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tion act applicable to sucb transaction, any modification of one- 
or more contracts with the United States or any agency thereof, 
and any agreement with the United States or any agency there- 
of in respect of one or more such contracts or subcontracts- 
thereunder. 

(B) The term "excessive profits" includes any amount which 
constitutes excessive profits within the meaning assigned to such 
term by the applicable Federal renegotiation act, any part of the 
contract price of a contract with the United States or any agency 
thereof, any part of the subcontract price of a subcontract under 
such a contract, and any profits derived from one or more such 
contracts or subcontracts. 

(C) The term "subcontract" includes any purchase order or 
agreement which is a subcontract within the meaning assigned 
to such term by the applicable Federal renegotiation act. 

(D) The term "Federal renegotiation act" includes section 
403 of the Sixth Supplemental National Defense Appropriation 
Act (Public 528, 77th Cong., 2d Sess.), as amended or supple- 
mented,! the Renegotiation Act of 1948, as amended or supple- 
mented, and the Renegotiation Act of 1951, as amended or sup- 
plemented. 

(2) Reduction of reimbursement for prior taxable year. In the 
case of a cost-plus-a-flxed-fee contract between the United States or 
any agency thereof and the taxpayer. If an item for which the tax- 
payer has been reimbursed is disallowed as an item of cost chargeable 
to such contract and, in a taxable year beginning after December 31, 
1941, the taxpayer Is required to repay the United States or any 
agency thereof the amount disallowed or the amount disallowed is 
applied as an offset against other amounts due the taxpayer, the 
amount of the reimbursement of the taxpayer under the contract for 
the taxable year in which the reimbursement for such item was re- 
ceived or was accrued (hereinafter referred to as "prior taxable 
year") shall be reduced by the amount disallowed. 

(3) Deductiou disallowed. The amount of the payment, repay- 
ment, or offset described in paragraph (1) or paragraph (2) shall 
not constitute a deduction for the year in which paid or incurred. 

(4) Exceptiou. The foregoing provisions of this subsection shall 
not apply in respect of any contract if the taxpayer shows to the 
satisfaction of the Commissioner that a different method of account- 
ing for the amount of the payment, repayment, or disallowance clearly 
reflects income, and in such case the payment, repayment, or dis- 
allowance shall be accounted for with respect to the taxable year 
provided for under such method, which for the purposes of subsec- 
tions (b) and (c) shall be considered a prior taxable year, 

(b) Credit against repayment on account of renegotiation or allowance 

(1) CJeneral rule. There shall be credited against the amount of ex- 
cessive profits eliminated the amount by which the tax for the prior taxa- 
ble year under Chapter 1, Chapter 2A, Chapter 2B, Chapter 2D, and 
Chapter 2E], is decreased by reason of the application of paragraph (1) 
of subsection (a) ; and there shall he credited against the amount disal- 
lowed the amount by which the tax for the prior taxable year under Chap- 
ter 1, Chapter 2A, Chapter 2B, Chapter 2D, and Chapter 2E, is decreased 
by reason of the application of paragraph (2) of subsection (a). 

(2) Special rules as to IndUivldtials tor 1942 and 1943. In the case of 
an Individual subject to the provisions of sections 58, 69, and 60 of Chap- 
ter 1 and to the provisions of section 6 of the Current Tax Payment Act 
of 1948— 

(A) No credit shall be allowed under paragraph (i) of this sub- 
Bectlon for any amount by which the tax for the taxable year 1942 
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under Cliapter 1 is decreased by the application of paragraph (1) or 
paragraph (2) of subsection (a). If, contrary to the foregoing pro- 
visions of this subparagraph, any part of the amount shown on the 
return as such tax for the taxable year 1942 or any part of an amount 
assessed as such tax for such year or as an addition to such tax is 
credited against excessive profits eliminated for such year or against 
an amount disallowed for such year, the individual shall pay into 
the Treasury an amount equal to the amount of such credit, and if 
such amount is not voluntarily paid, the Commissioner shall, despite 
the provisions of the Current Tax Payment Act of 1943, collect the 
same under the usual methods employed to collect the tax imposed 
by Chapter 1. For the purposes of this section the amount required 
by this subparagraph to be paid into the Treasury shall be considered 
as an amount of excessive profits eliminated for the taxable year 
1942, or an amount disallowed for such year, as the case may he; 
and despite the provisions of the Current Tax Payment Act of 1943, 
the payment of such amount shall not be considered as payment on 
account of the tax or estimated tax for the taxable year 1943. 

(B) In the case of a renegotiation with respect to the taxable year 
1942 which is made after the enactment of the Current Tax Payment 
Act of 1943 and prior to the date on which the individual files his 
return for the taxable year 1943 and with respect to which payment 
■ or repayment of the excessive profits eliminated or any part thereof 
is deferred by agreement, if the amount shown as the tax on the re- 
turn for the taxable year 1943 reflects the application of paragraph 
(1) of subsection (a) with respect to the taxable year 1942 and is 
•computed in accordance with the provisions of section 6 of the Cur- 
rent Tax Payment Act of 1943, there shall be credited against the 
excessive profits eliminated for the taxable year 1942 the amount by 
which the sum of the estimated tax previously paid for the taxable 
year 1943 and the payments on account of the taxable year 1942 
which are treated as payments on account of the estimated tax for 
the taxable year 1943, exceeds the amount shown as the tax on the 
return for the taxable year 1943: Provided, That the amount allow- 
able as a credit under the foregoing provisions of this subparagraph 
shall not exceed (i) the amount of credit of overpayment of tax pro- 
vided for in the agreement deferring payment or repayment of ex- 
• cessive profits eliminated or (ii) the amount of excessive profits 
eliminated for the taxable year 1942 which, at the time the credit Is 
allowed, have not been paid or repaid to the United States or an 
agency thereof or applied as an offset against other amounts due the 
Individual, If any credit is allowed under this subparagraph, no 
other credit or refund under the internal revenue laws shall be made 
on account of the amount so allowed with respect to the taxable 
year 1943. Any credit of overpayment of tax allowed pursuant to 
the agreement deferring payment or repayment of excessive profits 
eUminated shall be considered as a credit allowed under this subpara- 
graph. 

(C) Except as prevented by the provisions of the foregoing sub- 
.paragraph (B), there shall be credited against the amount of exces- 
sive profits eUminated for the taxable year 1942 the amount by which 
the tax for the taxable year 1943 as computed under section 6 of the 
Current Tax Payment Act of 1943 is decreased by reason of the ap- 
plication of paragraph (1) of subsection (a) with respect to the tax- 
able year 1942; and there shall be credited against the amount dis- 
allowed for the taxable year 1942 the amount by which the tax for the 
taxable year 1943 as computed under section 6 of the Current Tax 
Payment Act of 1943 is decreased by reason of the application of para- 
graph (2) of subsection (a) with respect to the taxable year 1942. 
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For the purposes of the foregoing provisions of this paragraph, the terms 
‘^taxable year 1942*' and ‘'taxable year 1943*' shall have the meanings 
assigned to them by section 6(g) of the Current Tax Payment Act of 
1943. 

( 3 ) Credit for barred year. If at the time of the payment, repayment, 
or offset described in paragraph (1) or paragraph (2) of subsection (a), 
refund or credit of tax under Chapter 1, Chapter 2A, Chapter 2D, or 
Chapter 2E, for the prior taxable year, is prevented (except for the pro- 
visions of section 3801) by any provision of the internal-revenue laws 
other than section 3761, or by rule of law, the amount by which the tax 
for such year under such chapters is decreased by the application of para- 
graph (1) or paragraph (2) of subsection (a) shall be computed under 
this paragraph. There shall first be ascertained the tax previously deter- 
mined for the prior taxable year. The amount of the tax previously deter- 
mined shall be the excess of — 

(1) the sum of (A) the amount shown as the tax by the taxpayer 
upon his return (determined as provided in section 271(b) (1) and 
(3)), if a return was made by the taxpayer and an amount was 
shown as the tax by the taxpayer thereon, plus (B) the amounts 
previously assessed (or collected without assessment) as a deficiency, 
over — 

(2) the amount of rebates, as defined in section 271(b) (2), made. 
There shall then bo ascertained the decrease in tax previously deter- 
mined which results solely from the application of paragraph (1) 
or paragraph (2) of subsection (a) to the prior taxable year. The* 
amount so ascertained, together with any amounts collected as addi- 
tions to the tax or interest, as a result of paragraph (1) or para- 
graph (2) of subsection (a) not having been applied to the prior tax- 
able year shall be the amount by which such tax is decreased. 

( 4 ) Interest. In determining the amount of the credit under this sub- 
section no Interest shall be allowed with respect to the amount ascer- 
tained under paragraph (1) or paragraph (2); except that If interest is- 
charged by the United States or the agency thereof on account of the dis- 
allowance for any period before the date of the payment, repayment, or 
offset, the credit shall be increased by an amount equal to interest on the 
amount ascertained under either such paragraph at the same rate and for 
the period (prior to the date of the payment, repayment, or off-set) as* 
interest is so charged. 

(c) Credit in lieu of other credit or refund. If a credit is allowed under 
subsection (b) with respect to a prior taxable year no other credit or 
refund under the internal-revenue laws founded on the application of sub- 
section (a) shall be made on account of the amount allowed with respect 
to such taxable year. If the amount allowable as a credit under subsec- 
tion (b) exceeds the amount allowed under such subsection, the excess 
shall, for the purposes of the internal-revenue laws relating to credit or 
refund of tax, be treated as an overpayment for the prior taxable year 
which was made at the time the payment, repayment, or offset was made. 
Added Oct. 21, 1942, 4:30 p. m., E. W, T., c. 619, Title V, § 508, 66 Stat. 
964; Feb. 25, 1944, 12;49 p. m., E. W. T., c. 63, Title VII, § 701(c) (1-3), 
68 Stat. 90; May 29, 1944, 7 p. m., E. W. T., c. 210, Pt. 1, § 14(b), 68 
Stat. 246; Mar. 23, 1951, c. 16» Title 11, § 203* 66 Stat. 26. 

Historical Ho to 

la Section 408 of the dlx to Title 60, War and National De- 

Slxth Sapplenaehtal Natiohal ' Defense fense. 

Appropriation Act (Public 628^ 77th Benegotlation Act of 1948, re- 

Congo Sesi.)* referred to in smbsec. f erred to In subsec. (a) (1) (D), la set 
(a) (1) (D), is th |0 Kenegotlatlon Act ont as section 1193 of Appendix to Tltlo- 
and Is set out as section 1191 of Appen- 60, War and National Defense. 
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The Reaegotiation Act of 1951, referred 
to in subsec. (a) (1) (D), is set out as 
sections 1211-1233 of Appendix to Title 
50, War and National Defense. 

Section 6 of the Current Tax Payment 
Act of 1943, referred to throughout sub- 
sec. (b), is set out as a note under 
section 1622 of this title. 

Chapter 2B, referred to in subsec. (b) 
(1), relating to declared value excess- 
profits tax, was repealed by Act Nov. 8, 
1945, c. 453, Title II, § 202, 59 Stat. 574. 

Chapter 2H, referred to in subsec. (b) 
(1) (3), relating to excess profits tax, 
was repealed as follows: sections 741 
and 752 by Act Oct. 21, 1942, 4.30 p. 
m., B.WT., c. 619, Title II, §§ 224(b), 
228(b), 229(a) (1), 56 Stat. 920, 925, 931; 
sections 710-736, 740, 742-744, 750, 751, 760, 
761, and 780-784 by Act Nov. 8, 1946, c. 
453, Title I, 5 122(a), 69 Stat. 568. 

The Current Tax Payment Act of 1943, 
referred to in subsec. (b) (2) (A), (B), 
affected sections 22, 34, 35, 66, 58-60, 145, 
217, 218, 294, 294 note, 322, prec. 421, 421, 
476, 476 note, 811 note, 1000 note, prec. 
1621, 1622, 1622 note, 1623-1632, 3770, 3771, 
3790, prec. 3905, 3906 of this title. 

The enactment of the Current Tax Pay- 
ment Act of 1943, referred to in subsec. 
<b) (2) (B), took place on June 9, 1943. 

1951 Amendment. Subsec. (a) (1) 

amended by Act Mar. 23, 1951, which 
struck out subpars. (A-C) and Inserted 
in lieu thereof subpars. (A-D) to make 
appropriate references to the Renegotia- 
tion Acts of 1948 and 1951 as well as the 
original Renegotiation Act. 

1944 Amendment. Suhsec. (a) (1) (B) 
and (a) (1) (C) amended by Act Peb, 
25, 1944, which struck out “by the Rev- 
enue Act of 1943“. 

Subsec. (b) amended by Act Feb. 25, 
1944, which inserted “Chapter 2B“ im- 
mediately following “Chapter 2A“ wher- 


ever appearing in pars. (1) and (2), re- 
numbered pars. (2) and (3) to be pars, 
(3) and (4), respectively, and inserted 
a new par. (2). 

Subsec. (b) (3) amended by Act May 
29, 1944, which omitted third sentence 
relating to credit for barred year, and in- 
serted in lieu thereof sentence beginning 
“The amount of the tax previously de- 
termined” etc. 

Effective Date of 1944 Amendment, 
Subsec. (e) of Act May 29, 1944, § 14, 
provided in part: “The amendment made 
by subsection (b) to section 3808(b) (3) 
of such Code shall, for the purposes of 
such section, be applicable In the deter- 
mination of a tax previously determined 
only if such tax is for a taxable year 
beginning after December 31, 1942.** 

Amendments to subsecs, (a) (1) (B), 
(a) (1) (C), (b) (1). (b) (2) [renum- 
bered 3], (b) (4) by Act Feb. 25, 1944, 
§ 701(C) (1-3), cited to text, were effective 
on Feb. 25, 1944, 12:49 p, m., E.W.T. 

Amendments made by addition of sub- 
sec. (b) (2) to section by Act Feb. 26. 
1944, $ 701(c) (3), were made effective 
by section 701(c) (4) thereof, which 

provided as follows: “The amendments 
made by paragraph (2) shall be effective 
as if they were a part of section 3806 
of the Internal Revenue Code on the date 
of the enactment of the Revenue Act of 
1942.'* 

Text of Amendatory Revenue Acts. 
Complete original text of Revenue Acts 
amending this section, 1939 to date, see 
volumes “Title 26— Internal Revenue 
Acts’*. 

Deglslative History and Congressional 
Comment: For legislative history and 
purpose of Act Mar. 23, 1051, see 1951 
TJ.S.Code Cong.Servlce, p. 1339. See, al- 
so, Act May 29, 1944, 1944 U.S.Code Cong. 
Service, p. 1056. 


§ S807. Repealed. 
<c), 64 Stat. 1220 


JTan. 8, 1951, 10:13 a. m., c. 1199, Title m, § 804 
Historical Not© 


Section, as added Feb. 25, 1944, c. 63, 
Title V, § 513(a), 68 Stat. 75, related to 
limitation periods in case of related tax- 
os under chapters 1 and 2. 


Effective Date. Repeal of section as 
applicable with respect to taxable years 
ending after June 80, 1950, see note set 
out under section 114 of this title. 


§ 8808. Deferment of tax attributable to service pay for commis- 
sioned service and of tax attributable to pre-service earned Income 
(a) Dejfinltions. As used in this section — 

(1) Tax attributable to service pay. The term "tax attributable to 
service pay” means — 

(A) In the case of a war year for which the taxpayer had no 
gross income other than compensation for active service as a member 
of the military or naval forces of the United States, the tax imposed 
under chapter 1 for such year; or 

(B) in the case of a war year for which the taxpayer had gross 
Income in addition to compensation for active service as a member 
of the military or naval forces of the United States, the excess of the 
tax imposed under chapter 1 for such year over the tax that would 
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hare been lmpo3ed if STich compensation had been excluded from 
gross income; 

except that in the case of a commissioned officer (or a commissioned wai^ 
rant officer) of the regular component of the Army, Nary, Marine Corps, 
or Coast Guard, such term shall not apply to any war year unless, at the 
time prescribed for the payment of the tax under chapter 1 for such year, 
a period of time was being disregarded under section 3804. 

(2) War year. The term "'war year** — 

(A) when used with respect to the tax attributable to service pay 
means any taxable year beginning after December 31, 1939, and be- 
fore January 1, 1947; and 

(B) when used with respect to the tax attributable to pre-service 
earned income means any taxable year beginning after December 31, 
1939, but before January 1, 1942, and before the taxpayer entered 
upon active service as a member of the military or naval forces of the 
United States, but does not include any year unless part of the tax 
imposed by chapter 1 for such year became due and payable after 
the taxpayer entered upon such active service. 

(S) Tax attributable to pre-service earned income. The term *'tax 
attributable to pre-service earned Income" means the excess of the tax 
imposed by chapter 1 for any war year over the tax that would have been 
imposed for such year if there had been excluded from the net Income for 
such year the amount of the earned net income (as such term was defined 
in section 25(a) (4) as in force with respect to such year, except that in 
computing such earned net income, compensation for active service in such 
forces shall be disregarded) . 

(4) First Installment date. The term "first Installment date" means 
May 16, 1946, in the case of taxpayers released from active duty in the 
military or naval forces of the United States prior to December 1, 1946; 
and In other cases June 16, 1947, or the fifteenth day of the sixth month 
which begins after the date of the taxpayer’s release from active duty in 
such forces, whichever is the earlier; except that, if the first installment 
date with respect to any war year would otherwise occur earlier than the 
fifteenth day of the third month following the close of such year, the first 
Installment date with respect to such year shall be the fifteenth day of such 
third month. 

(b) Fxtoiision of time for payment. Upon application with respect to 
any war year, made prior to the first installment date, and under regula- 
tions prescribed by the Commissioner with the approval of the Secretary — 

(1) the time for payment of an amount of the tax under chapter 
1 for such year which is equal to the tax attributable to service pay 
for such year and which has not been paid before the filing of such 
application ; and 

(2) the time for the payment of an amount of the tax under chap- 
ter 1 for such year which is equal to the tax attributable to pre-service 
earned income for such year and which has not been paid before the 
filing of such application, 

shall, in lieu of the time otherwise applicable, be as follows: one-twelfth 
thereof on the first installment date and an additional twelfth thereof 
every three months thereafter until such tax is paid. 

(c) Suspension of period of limitation. The running of the period of 
limitation provided in section 276(c) (relating to the collection of the tax 
after assessment) in respect of any tax the time for the payment of which 
is prescribed under subsection (b), shall be suspepded for the period 
beginning with the date of the filing of the application under such subsec- 
tion and ending six months after the date prescribed therein for the pay- 
ment of the last Installment of auch tax. 

T. 26h U.aaA.— 63 993 
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(d) Estimated tax. If the taxpayer is eligible for the benefits of sub- 
section (b) with respect to any war year — 

(1) for the purposes of the application of section 58 with respect 
to such year, compensation for active service as a member of the mili- 
tary or naval forces of the United States may be disregarded in deter- 
mining the gross income reasonably expected for such year, and in 
determining the estimated tax for such year; and 

(2) for the purposes of section 294(d) the tax for such year shall 
be determined as if such compensation were excluded from gross 
income. 

This subsection shall not apply with respect to a taxpayer for any war 
year who at the time prescribed for making the declaration of estimated 
tax for such year is a commissioned officer (or a commissioned warrant 
officer) of the regular component of the Army, Navy, Marine Corps, or 
Coast Guard. Added Nov. 8, 1945, 5:17 p. m., E. S. T., c. 453, Title I, 
§ 142(a). 59 Stat. 672. 


Historical Note 


Refund, of Interest Paid. Act Nov. 8, 
1945, § 142(b), provides as follows: 

**(b) Refund of interest paid. Any in- 
terest paid prior to the date of the en- 
actment of this Act [Nov. 8, 1945] with 
respect to tax attributable to service pay 
for any war year, or with respect to tax 
attributable to pre-service earned income 


for any war year, shall be credited or 
refunded if claim therefor is filed with 
the Commissioner prior to January 1, 
1947.” 

Congressional Comment: For legisla- 
tive history and purpose of Act Nov. 8, 
1945, see 1945 U.S.Code Cong. Service, p. 
814. 


§ 3809. Verification of returns; penalties of perjury 

(a) Penalties. Any person who willfully makes and subscribes any 
return, statement, or other document, which contains or is verified by 
a written declaration that it Is made under the penalties of perjury, and 
which he does not believe to he true and correct as to every material 
matter, shall be guilty of a felony, and, upon conviction thereof, shall be 
fined not more than $2,000 or imprisoned not more than five years, or 
both. 

(b) Signature presumed correct. The fact that an IndividuaFs name 
is signed to a return, statement, or other document filed shall he prima 
facie evidence for all purposes that the return, statement, or other docu- 
ment was actually signed by him. 

(c) Verification in lieu of oath. The Commissioner, under regulations 
prescribed by him with the approval of the Secretary, may require that 
any return, statement, or other document required to be filed under any 
provision of the internal revenue laws shall contain or be verified by a 
written declaration that it is made under the penalties of perjury, and 
such declaration shall be in lieu of any oath otherwise required. Added 
Aug. 27, 1949, c. 517, § 4(a), 63 Stat. 667. 


Historical Note 


BfTectiv© Bate. Section 4(c) of Act Aug. 
27, 1949, provided that: ”The amend- 
ments made by this section shall be ap- 
plicable with respect to any return, state- 
ment, or document filed after the date 


of the enactment of this Act [Aug. 27, 
1949).” 

BegislatlTe History f For legislative 
history and purpose of Act Aug. 27, 1949, 
see 1949 U.S.Code Cong. Service, p. WCL 


§ 3810. BfiPective date in case of Puerto Rico 

If the Governor of Puerto Rico certifies to the President of the United 
States that the legislature of Puerto Rico has, by concurrent resolution, 
resolved that it desires the extension to Puerto Rico of the provisions of 
title II of the Social Security Act, the effective date referred to in sections 
1426 (e), 481(a) (7), and 481(b) shall be January 1 of the first calendar 
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year whicli begins more than ninety days after tbe date on which the 
President receives such certification. Added Aug. 28, 1950, c. 809, Title 
II, § 208(b), 64 Stat. 543. 


Historical Note 

Beferenc© in Text. “Title II of the Xiosrislative History* For legislative 
Social Security Act” referred to in the history and purpose of Act Aug. 28, 1950, 

text is classified to subchapter II of see 1950 U.S.Code Cong.Service, p. 3287. 

chapter 7 of Title 42, The Public Health 
and Welfare. 

§ 3S11. Collection of taxes In Puerto Rico and Virgin Islands 

(a) Puerto Rico. Notwithstanding any other provision of law respect- 
ing taxation in Puerto Rico, all taxes imposed by chapter 1, and by sub- 
chapters A and D of chapter 9, shall be collected under the direction of 
the Secretary and shall be paid into the Treasury of the United States 
as internal revenue collections. All provisions of the laws of the United 
States applicable to the administration, collection, and enforcement of 
any tax imposed upon the incomes of individuals, estates, and trusts 
by chapter 1 (including the provisions relating to The Tax Court of the 
United States), and of any tax imposed by subchapter A or by suhchapter 
D of chapter 9, shall, in respect to such tax, extend to and be applicable 
in Puerto Rico in the same manner and to the same extent as if Puerto 
Rico were a State, and as if the term "‘United States" when used in a 
geographical sense included Puerto Rico. 

(b) Virgin Islands. Notwithstanding any other provision of law re- 
specting taxation in the Virgin Islands, all taxes imposed by subchapter 
B of chapter 1, and by subchapter A of chapter 9, shall be collected under 
the direction of the Secretary and shall be paid into the Treasury of the 
United States as internal revenue coUections. All provisions of the laws 
of the United Stales applicable to the administration, collection, and en- 
forcement of the tax imposed by subchapter E of chapter 1 (including 
the provisions relating to The Tax Court of the United States), and of 
any tax imposed by subchapter A of chapter 9, shall, in respect to such 
tax, extend to and be applicable in the Virgin Islands in the same manner 
and to the same extent as if the Virgin Islands were a State, and as 
if the term “United States" when used in a geographical sense included 
the Virgin Islands. 

(c) Definition. As used in this section, the term “tax" includes any 
penalty with respect to the tax, any addition to the tax, and any additional 
amount with respect to the tax, provided for by any law of the United 
States. Added Aug. 28, 1950, c. 809, Title 11, § 208(b), 64 Stat. 643, 
amended Sept. 23, 1960, 3:16 p. m., E. D. T., c. 994, Title 11, § 221(i), 
64 Stat. 946. 


Historical Note 


1900 Act Sept, 23, 1050, 

amended section by dividing it into sub- 
sections, by making all laws of the Unit- 
ed States relating to administration, col- 
lection, and enforcement of taxes appli- 
cable to Puerto Elco and the Virgin Is- 
lands, and by defining the term ‘"tax”. 

Bteottvc Hat© of imo Atmxidmmt* 
Section 221(k) of Act Sept 23, 1950, pro- 
vided in part that the amendment of 
this section should become effective on 
Sept 1950. 

Treaty ObllgfMilons* Section 214 of Act 
Sept ^ 1950, provided that: “No amend- 


ment made by this Act [Act Sept 23, 
1900] shall apply in any case where its 
application would be contrary to any 
treaty obligation of the United States.” 

Text of Amendatory Beyenue Acts. 
Complete original text of Eevenue Acts 
amending this section, 1939 to date, see 
volumes “Title 20— Internal Eevenue 
Acts”. 

licgrlslatlvo History I Eor legislative 
history and purpose of Act Sept. 23, 19^, 
see 1950 0.S.Code Cong.Service, p. 3053. 
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§ &812. Mitigation of effect of statute of limitations and other provi- 
sions in case of related taxes under different chapters 

(a) Self-employment tax and tax on wages. In the case of the tax 
Imposed by subchapter E of chapter 1 (relating to tax on self-employ- 
ment income) and the tax imposed by section 1400 of subchapter A of 
chapter 9 (relating to tax on employees under the Federal Insurance 
Contributions Act) — 

( 1 ) (i) if an amount is erroneously treated as self-employment In- 
come, or 

(ii) if an amount is erroneously treated as wages, and 

(2) if the correction of the error would require an assessment of one 
such tax and the refund or credit of the other tax, and 

(3) if at any time the correction of the error is authorized as to one 
such tax but is prevented as to the other tax by any law or rule of law 
(other than section 3761, relating to compromises), then, if the correc- 
tion authorized is made, the amount of the assessment, or the amount of 
the credit or refund, as the case may be, authorized as to the one tax 
shall be reduced by the amount of the credit or refund, or the amount of 
the assessment, as the case may be, which would be required with respect 
to such other tax for the correction of the error if such credit or refund, 
or such assessment, of such other tax were not prevented by any law 
or rule of law (other than section 3761, relating to compromises). 

(b) Defiiutions. For the purposes of subsection (a) of this section, 
the terms ‘'self-employment Income” and “wages” shall have the same 
meaning as when used in section 481(b). Added Aug. 28, 1950, c. 809, 
Title II, § 208(b), 64 Stat. 643. 

Historical Koto 

R^feroiices In Text. The ^'Federal In- in snbsec. (a) Is classified to sections 
eurance Contributions Act’*, referred to 1400-1432 of this title. 

§ 3813. Requirements for exemption of certain organizations under 
section 101(6) and for deductibility of contributions made to such or- 
ganizations 

(а) Organizations to which section applies. This section shall apply 
to any organization described in section 101(6) except — 

(1) a religious organization (other than a trust) ; 

(2) an educational organization which normally maintains a regular 
faculty and curriculum and normally has a regularly enrolled body of 
pupils or students in attendance at the place where its educational activ- 
ities are regularly carried on; 

(3) an organization which normally receives a substantial part of its 
support (exclusive of income received in the exercise or performance by 
such organization of its charitable, educational, or other purpose or func- 
tion constituting the basis for its exemption under section 101(6)) from 
the United States or any State or political subdivision thereof or from 
direct or indirect contributions from the general public; 

(4) an organization which is operated, supervised, controlled, or prin- 
cipally supported by a religious organization (other than a trust) which 
is itself not subject to the provisions of this section; and 

(б) an organization the principal purposes or functions of which are 
the providing of medical or hospital care or medical education or medical 
research. 
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(b) Prohibited transactions. For the purposes of this section, the term 
''prohibited transaction^' means any transaction in which an organiza- 
tion subject to the provisions of this section — 

(1) lends any part of its income or corpus, without the receipt of 
adequate security and a reasonable rate of interest, to; 

(2) pays any compensation, in excess of a reasonable allowance for 
salaries or other compensation for personal services actually rendered, 
to; 

(3) makes any part of its services available on a preferential basis to; 

(4) makes any substantial purchase of securities or any other prop- 
erty, for more than adequate consideration in money or money's worth, 
from; 

(5) sells any substantial part of its securities or other property, for 
less than an adequate consideration in money or money’s worth, to; or 

(6) engages in any other transaction which results in a substantial 
diversion of its income or corpus to; 

the creator of such organization (if a trust) ; a person who has made a 
substantial contribution to such organization; a member of the family 
(as defined in section 24(b) (2) (D)) of an individual who is the creator 
of such trust or who has made a substantial contribution to such organiza- 
tion; or a corporation controlled by such creator or person through the 
ownership, directly or indirectly, of 50 per centum or more of the total 
combined voting power of all classes of stock entitled to vote or 50 per 
centum or more of the total value of shares of all classes of stock of 
the corporation. 

(c) Denial of exemption to organizations engaged in prohibited trans- 
actions, 

(1) General rule. No organization subject to the provisions of this 
section which has engaged in a prohibited transaction after July 1, 1950, 
shall be exempt from taxation under section 101(6). 

(2) Taxable years affected. An organization shall be denied exemp- 
tion from taxation under section 101(6) by reason of paragraph (1) 
only for taxable years subsequent to the taxable year during which it is 
notified by the Secretary that it has engaged in a prohibited transaction, 
unless such organization entered into such prohibited transaction with 
the purpose of diverting corpus or income of the organization from its 
exempt purposes, and such transaction involved a substantial part of the 
corpus or income of such organization. 

(d) Future status of orgardzatiou denied exemption. Any organiza- 
tion denied exemption under section 101(6) by reason of the provisions 
of subsection (c), with respect to any taxable year following the taxable 
year in which notice of denial of exemption was received, may, under 
regulations prescribed by the Secretary, file claim for exemption, and 
if the Secretary, pursuant to such regulations, is satisfied that such or- 
ganization will not knowingly again engage in a prohibited transaction, 
such organization shall be exempt with respect to taxable years subse- 
quent to the year in which such claim is filed. 

(e) Disallowance of certain charitable, etc., deductions. No gift or 
bequest for religious, charitable, scientific, literary, or educational pur- 
poses (Including the encouragement of art and the prevention of cruelty 
to children or animals) , otherwise allowable as a deduction under section 
23(0) (2), 23(a) (2), 162(a), 506(a) (2), 812(d), 861(a) (3), 1004 
(a) (2) (B), or 1004(b) (2) or (3), shall be allowed as a deduction if 
made to an organization which, in the taxable year of the organization 
in which the gift or bequest is made, is not exempt under section 101(6); 
by reason of the provisions of this section. With respect to any taxablo 
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year of the organization for which the organization is not exempt pur- 
suant to the provisions of subsection (c) by reason of having engaged 
in a prohibited transaction with the purpose of diverting the corpus or 
Income of such organization from its exempt purposes and such trans- 
action involved a substantial part of such corpus or income, and which 
taxable year is the same, or prior to the, taxable year of the organization 
in which such transaction occurred, such deduction shall be disallowed 
the donor only if such donor or (if such donor is an individual) any 
member of his family (as defined in section 24(b) (2) (D)) was a party 
to such prohibited transaction. 

(f) Definition. For the purposes of this section, the term ''gift or 
bequest'' means any gift, contribution, bequest, devise, legacy, or trans- 
fer. Added Sept. 23, 1950, 3:15 p. m.. E. D. T., c. 994, Title III, Pt 
III, § 331. 64 Stat. 957. 


Historical Note 


Effective Date ©f Subsecs, (c)-(e). Sec- 
tion 333 of Act Sept. 23, 1950, provided 
in part that subsecs. (c) ajpid (d) should 
apply with respect to taxable years be- 
ginning after Dec. 31, 1950, and subsec. 
(e) should apply only with respect to 
gifts or bequests (as defined In this sec- 
tion) made on or after Jan. 1, 1951. 


Treaty Obligati ©ns. Section 214 of Act 
Sept. 23, 1950, provided that: “No amend- 
ment made by this Act [Act Sept. 23, 
1050] shall apply in any case where its 
application would be contrary to any 
treaty obligation of the United States.'' 


§ 3814. Denial of exemption under section 101 (6) in the case of cer- 
tain organizations acciuniilating Income 

In the case of any organization described in section 101(6) to which 
section 3813 is applicable, if the amounts accumulated out of income dur- 
ing the taxable year or any prior taxable year and not actually paid out 
by the end of the taxable year — 

(1) are unreasonable in amount or duration in order to carry out the 
charitable, educational, or other purpose or function constituting the 
basis for such organization's exemption under section 101(6); or 

(2) are used to a substantial degree for purposes or functions other 
than those constituting the basis for such organization's exemption under 
section 101(6); or 

(3) are invested in such a manner as to jeopardize the carrying out 
of the charitable, educational, or other purpose or function constituting 
the basis for such organization’s exemption under section 101(6), 
exemption under section 101(6) shall be denied for the taxable year. 
Added Sept. 23, 1960, 3:15 p. m.. E. D. T., c. 994, Title III, Pt. Ill, § 331, 
64 Stat. 957. 


Historical Note 


Elfoctive Bate. Section 838 of Act Sept. 
28, 1950, provided in part that this sec- 
tion should apply with respect to taxable 
years beginning after Dec. 81, 1950. 


Treaty Obligations. Section 214 of Act 
Sept. 23, 1950 provided that: "No amend- 
ment made by this Act [Act Sept 23, 
1950] shall apply In any case where Its 
application would be contrary to any 
treaty obligation of the United States." 
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SUBTITLE E.— PERSONNEL 


Chap. Sec. 

39. The Ofhce of the Commissioner of Internal Revenue 3900 

40. The Offices of General Counsel for the Department of the Treasury 

and Assistant General Counsel for the Bureau of Internal Revenue 3030 

41. Collectors of Internal Revenue 3940 

42. Deputy Collectors of Internal Revenue 3990 

43. Internal Revenue Agents 4000 

44. Storekeeper-Gaugers 40 lo 

45. Internal Revenue Inspectors 4030 

46. Miscellaneous Provisions 404o 


CHAPTER 39.— THE OFFICE OF THE COMMISSIONER 
OF INTERNAL REVENUE 

SUBCHAPTER A.— THE COMMISSIONER 

Sec. 

3900. Appointment and salary. 

3901, Powers and duties. 

SUBCHAPTER B,— ASSISTANT COMMISSIONERS 

3905. Appointment. 

3906. Duties. 

SUBCHAPTER 0.— SPECIAL DEPUTY COMMISSIONER 

3910. Appointment. 

3911. Duties. 

SUBCHAPTER D.— DEPUTY COMMISSIONERS 

3916. Employment. 

3916. Duties. 

SUBCHAPTER E.— CHEMISTS AND MICROSCOPISTS 

3920. Appointment of analytical cliemlst and microscopist. 

3921. Employment of additional cliemists and mlcroscoplsts. 


SUBCHAPTER A.— THE COMMISSIONER 


§ 8900. Appointment and salary 

There shall be in the Department of the Treasury a Commissioner of 
Internal Rerenue, who shall be appointed by the President, by and with 
the advice and consent of the Senate, and shall be entitled to basic 
compensation at the rate of $16,000 per annum. 63 Stat. 477, amended 
Oct. 16, 1949, c. 696, S 5(a), 63 Stat. 880. 


Historioal Note 


1940 Animduftent. Act Oct, 10, 1949, 
Increased compensation of Commissioner 
from $10,000 to $16,000 per annumi 

BUTeoldve Date of 1040 Amendment. 
The increased compensation provided for 
by Act Oct. 10, 1949, took on the 
tot day of the drat pay period which 


began after Oct. 10, 1940 by the provi- 
sions of section 9 of said Act Oct 16, 
19^, which Is set out as a note under 
section 8 of Title 0, Executive Depart- 
ments aud Goverument Officers and Em- 
ployees, 
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§ 3901. Powers and duties 

(a) Assessment aj^d collection. The Commissioner, under the direc- 
tion of the Secretary — ^ 

(1) General superintendence. Shall have general superintendence 
of the assessment and collection of all taxes imposed by any law pro- 
viding internal revenue; and 

(2) Begulations, forms, stamps, and dies. Shall prepare and dis- 
tribute all the instructions, regulations, directions, forms, blanks, stamps, 
and other matters pertaining to the assessment and collection of internal 
revenue; and shall provide hydrometers, and proper and sufficient ad- 
hesive stamps and stamps or dies for expressing and denoting the sev- 
eral stamp taxes, or, in the case of percentage taxes, the amount there- 
of; and alter and renew or replace such stamps from time to time, as 
occasion may require. 

(3) Estimate of expense. The Commissioner shall estimate in detail 
by collection districts the expense of assessing and the expense of the 
collection of internal revenue. 

(|j) Detail of personnel from field service 

(1) In general. The Commissioner may order any officer or employee 
of the internal revenue service engaged in field work to duty with the 
Bureau of Internal Revenue in the District of Columbia, for such periods 
as the Secretary may prescribe, and to any designated post of duty out- 
side the District of Columbia, upon the completion of such duty. 

(2) Revenue agents. Nothing in section 6 of the Act of June 22, 
1906, c. 3514, 34 Stat. 449 (U.S.C., Title 5, § 39) shall be construed to 
prevent the Commissioner from detailing one revenue agent for duty in 
his office. 63 Stat. 477. 


SUBCHAPTER B.— ASSISTANT COMMISSIONERS 


§ 3905. Appointment 

There shall be in the Bureau of Internal Revenue two Assistant Com- 
missioners, who shall be appointed by the President, by and with the 
advice and consent of the Senate. 63 Stat. 478, amended June 9, 1943, 
7 p. m., E. W. T., c. 120, § 9, 67 Stat. 150. 


Historical Koto 


1943 Amendment. Act June 9, 1943, 
substituted “two Assistant Commission- 
ers’', for “one Assistant to the Commis- 
sioner.” 

Applicability of 1960 Beorff. Plain No. 
26 to Bevenue Act ot 1951. Section 616 
of the Bevenue Act of 1951 (Oct. 20, 
1951, c. 621, Title VI, 66 Stat. 669), pro- 
vided that the provisions of 1960 Beorg. 
Plan No. 26 (set out In note preceding 
section 1 of this title and section 133z-l5 


of Title 5, Executive Departments and 
Government Officers and Employees) 
should be applicable to all functions 
vested by such Act in any officer, em- 
ployee, or agency of the Department of 
the Treasury. 

Text of Amendatory Bevenue Acts. 
Complete original text of Bevenue Acts 
amending this section, 1939 to date, see 
volumes “Title 26 — Internal Bevenue 
Acts”. 


§ 3906. Duties 

The Assistant Commissioners shall perform such duties as may be 
prescribed by the Commissioner or required by law. 53 Stat. 478, amend- 
ed June 9, 1943, 7 p. m., E. W. T., c. 120, § 9, 67 Stat. 160. 

Hiatorioal Note 

1948 An^ndnMmt. Act June 9, 1943, Text of Amendatory Bevenue Aots« 
substituted “Assistant Commissioners”, Complete original text of Bevenue Acts 
for “Assistant to the Commissioner.” amending this section, 1939 to date, see 

volumes “Title 26 — ^Internal Bevenue 
Acts”. 
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SUBCHAPTBR C. — SPECIAL DEPUTY COMMISSIONER 
§ 8910. Appomtmeiit 

There shall be in the Bureau of Internal Revenue one Special Deputy 
Commissioner, who shall be appointed by the President, by and with 
the advice and consent of the Senate. 63 Stat. 478. 

§ 8911. Duties 

The Special Deputy Commissioner shall perform such duties as may 
be prescribed by the Commissioner or required by law. 53 Stat. 478. 


SUBCHAPTER D. — DEPUTY COMMISSIONERS 

§ 3915. Employment 

There may be employed in the Bureau of Internal Revenue five deputy 
commissioners. 63 Stat. 478. 

§ 3916. Duties 

(a) In general. The Commissioner is authorized to assign to deputy 
commissioners such duties as he may prescribe. 

(b) To act as Commissioner. The Secretary may designate any deputy 
commissioner to act as Commissioner during the Commissioner's absence. 
63 Stat. 478. 

SUBCHAPTER E. — CHEMISTS AND MICROSCOPISTS 

§ 3920. Appointment of analytical chemist and mlcroscopist 

There shall be in the ofidce of the Commissioner an analytical chemist 
and a mlcroscopist, who shall each be appointed by the Secretary, 63 
Stat. 478, 

§ 3921. Employment of additional cliemlsts and mlcroscopists 

The Commissioner may, whenever in his judgment the necessities of 
the service so require, employ chemists and microscopists. 63 Stat. 478. 


CHAPTER 40.— THE OFFICES OF GENERAL COUNSEL 
FOR THE DEPARTMENT OF THE TREASURY AND 
ASSISTANT GENERAL COUNSEL FOR THE BUREAU 
OP INTERNAL REVENUE 

Sec. 

3930. General Counsel— Appointment, salary, and duties. 

3931, Assistant General Counsel — ^Appointment, salaries, and duties. 
3933, Functions of Department of Justice unaffected. 

§ 3930. General counsel — Appointment, salary, and duties 

(a) There shall be in the Department of the Treasury the office of 
General Counsel for the Department of the Treasury (hereinafter In this 
chapter referred to as the '"General CounseF"). The General Counsel 
shall be appointed by the President, by and with the advice and consent 
of the Senate, and shall receive compensation at the rate of ? 10,0 00 per 
annum. The General Counsel shall be the chief law officer of the De- 
partment, and shall perform such duties in respect of the legal activities 
thereof as may be prescribed by the Secretary or required by law. 
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(b) The General Counsel shall have such powers, duties, and func- 
tions as were formerly vested in and exercised by the offices of General 
Counsel for the Bureau of Internal Revenue, Assistant General Counsel 
for the Bureau of Internal Revenue, Solicitor of the Treasury, and As- 
sistant Solicitor of the Treasury. 53 Stat. 479. 

Historical Note 

Classification of Cirilian Positions. ments and Government: Officers and llim* 
Compensation of General Counsel, see ployecs. 
chapter 21 of Title 6, Executive Depart- 

§ B931. Assistant General Counsel — ^Appointment, salaries, and du- 
ties 

(a) The President Is authorized to appoint, by and with the advice 
and consent of the Senate, an Assistant General Counsel for the Bureau 
of Internal Revenue and to fix his compensation at a rate not in excess 
of $10,000 per annum. The Secretary may appoint and fix the duties 
of such other Assistant General Counsel (not to exceed five) and such 
other officers and employees as he may deem necessary to assist the 
General Counsel in the performance of his duties. 

(b) The Secretary may designate one of the Assistant General Counsel 
to act as the General Counsel during the absence of the General Counsel. 
The General Counsel, with the approval of the Secretary, is authorized to 
delegate to any Assistant General Counsel any authority, duty, or func- 
tion which the General Counsel is authorized or required to exercise or 
perform. 

(c) The Assistant General Counsel appointed by the Secretary may 
be appointed and compensated without regard to the provisions of the 
Glassification Act of 1949, and the Civil Service laws and shall receive 
compensation at such rate (not in excess of $10,000 per annum) as may 
be fixed by the Secretary. 63 Stat. 479, amended Oct. 28, 1949, c. 782, 
Title XI, § 1106(a), 63 Stat. 972. 


Historical Note 


References in Text. The Classification 
Act of 1949 and the Civil Service laws, 
referred to In subsec. (c), are classified 
to chapters 21 and 12, respectively, of 
Title 6, Executive Departments and 
Government Officers and Employees. 


1949 Amendment. Subsec. (c) Amend- 
ed by Act Oct. 28, 1949, which substi- 
tuted the “Classification Act of 1949” in 
lieu of the “Classification Act of 1923, as 
amended.” 


§ 3932. Functions of Department of Justice unaffected 
Nothing in this chapter shall be construed to affect the duties, powers, 
or functions imposed upon, or vested in the Department of Justice, or 
any officer thereof, by law existing on May 10, 1934. 63 Stat. 479. 
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CHAPTER 41.— COLLECTORS OF INTERNAL REVENUE 


SUBCHAPTER A. — ^APPOINTMENT, COMPENSATION, AND BOND 
Sec. 

3940. Number. 

3941. Appointment. 

3942. Suspension. 

3943. Bonds. 

3944. Salaries and office expenses allowed. 

3945. Repealed. 

SUBCHAPTER B.— ACCOUNTS, RECORDS, AND REPORTS 

3950. Charges and credits. 

3961. Quarterly revenue account. 

3962. Monthly collection statement, 

3963. Monthly account of goods in bond. 

3954. Other accounts. 

3965, Reports concerning misconduct of officers and agents. 

SUBCHAPTER C.— POWERS AND DUTIES 

3960. Superintendence of exports and drawbacks. 

3961. Collection, 

3962. Completion of collections. 

3963. Stamp supply. 

3964. Information and returns, 

3966. Administration of oaths and taking of testimony. 

3966. Tobacco, snuff, cigars, and cigarettes. 

3967, Prohibition upon discharge of another collector's duties. 

SUBCHAPTER D. — COVERING* OP COLLECTIONS INTO THE 

TREASURY 

3970. Depositories for collections, 

8971. Deposit of collections. 

SUBCHAPTER E.— DISTRAINT AGAINST DELINQUENT COLLECTOR 

3976. Warrant of distress. 

8976. Sale of personal property. 

3977. Sale of real property. 

8978. Disposition of proceeds of sale* 


SUBCHAPTER A.— APPOINTMENT, COMPENSATION, AND BOND 

§ a940« Number 

The whole number of collectors of internal revenue shall not exceed 
sixty-five. 68 Stat. 480. 

§ 8941. Appointment 

(a) In general. The President, by and with the advice and consent 
of the Senate, shall appoint for each collection district a collector, who 
shall be a resident of the same. 

(b) OonsolMatlon of collection districts. When tyro or more col- 
leetiott districts are united by the President, he may designate from 
among the , existing pfflcers of such districts one collector for the new 
district, or, at his discretion, he may make a new appointment of such 
•officer for said district 
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(c) Recess ol Senate 
Por coaixnissioQs 'to fill vacancies occurring during recess of Senate, see section 

8944(c) (1). 

(d) Cross reference 

Por establishment, alteration, and number of collection districts, see section 3650. 

63 Stat. 480. 

§ 3942. Suspension 

(a) Authority. Collectors may be suspended by the Commissioner for 
fraud, or gross neglect of duty, or abuse of power. 

(b) Procedure. In case of the suspension of a collector, under the 
power conferred in subsection (a), the Commissioner shall, as soon 
thereafter as practicable, report the case to the President through the 
Secretary for such action as he may deem proper. 63 Stat. 481. 

§ 3943. Bonds 

(a) Original execution. Every collector, before entering upon the 
duties of his office, shall execute a bond for such amount as may he pre- 
scribed by the Commissioner, under the direction of the Secretary, with 
not less than five sureties, to be approved by the General Counsel for 
the Department of the Treasury, conditioned that said collector shall 
faithfully perform the duties of his office according to law, and shall 
justly and faithfully account for and pay over to the United States, in 
•compliance with the order or regulations of the Secretary, all public 
moneys which may come into his hands or possession. 

(b) Renewal. Every collector shall, from time to time, renew, 
strengthen, and increase his official bond, as the Secretary may direct, 
with such further conditions as the said Commissioner shall prescribe. 

(c) Substitution. Every collector shall execute a new bond whenever 
reauired so to do by the Secretary, with such conditions as may be re- 
quired by law or prescribed by the Commissioner, with not less than 
five sureties; which new bond shall he in lieu of any former bond or 
bonds of such collector in respect to all liabilities accruing after the date 
of its approval by the General Counsel for the Department of the Treasury. 

(d) Filing. Said bonds shall be transmitted to the Secretary and filed 
as he may direct. 53 Stat. 481. 

§ 3944. Salaries and office expenses allowed 

(a) Allowance. Allowances shall be made by the Secretary, upon 
the recommendation of the Commissioner, for salary and office expenses 
of collectors: Provided, That the Secretary, on the recommendation of 
the Commissioner, be authorized to make such further allowances, from 
time to time, as may he reasonable, in cases in which, from the terri- 
torial extent of the district, or from the amount of internal revenue taxes 
collected, it may seem just to make such allowances; but no such allow- 
ance shall be made if more than one year has elapsed since the close 
of the fiscal year in which the services were rendered. 

(b) Adjustment and limit of salaries. The salaries of collectors may 
be readjusted and increased under such regulations as may be prescribed 
by the Commissioner, subject to the approval of the Secretary, but no 
collector shall receive a salary in excess of the highest scheduled rate 
of compensation established by the Classification Act of 1949. 

(c) Frerequisites to payment 

(1) Obnfirmation by Senate. No Collector shall be entitled to any 
portion of the salary pertaining to the office unless he shall hate been 
Confirmed by the Senate, except in cases of commissions to 'fill vacancies 
occurring during the recess of the Senate; 
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(2) Oertijacate of Coimiilssloner. No payment sliall be made to col- 
lectors on account of salaries or ofl5.ce expenses, witbout the certificate 
of the Commissioner that all reports required by law or regulation have 
been received, or that a satisfactory explanation has been rendered to 
him of the cause of delay. 

(d) Observance of fiscal year. In adjusting the accounts of collectors, 
and in the payment of their compensation for services, the fiscal year 
of the Treasury shall be observed. 53 Stat. 481, amended Aug. 27, 
1949, c. 517, § 11, 63 Stat. 669; Oct, 28. 1949, c. 782, Title XI, § 1106(a), 
63 Stat. 972. 


Historical Note 


References in Text. The Classification 
Act of 1949, referred to in subsec (b), 
is classified to chapter 21 of Title 5, 
Executive Departments and Government 
Officers and Employees. 

1949 Amendment. Sub sec, (b) amended 
by Acts Got. 28, 1940 and Aug 27, 1949, 
Act Oct. 28, 1949 substituted the “Clas- 
sification Act of 1949“ in lieu of “Clas- 
sification Act of 1923, as amended, or by 
any law hereafter enacted superseding 
such Act”. Act Aug. 27, 1949 removed 


the $7,500 limitation on collectors’ sal- 
aries. 

Text oi Amendatory Revenue Acts. 
Complete original text of Revenue Acts 
amending this section, 1939 to date, see 
volumes “Title 26— Internal Revenue 
Acts”, 

I^egislative History's For legislative 
history and purpose of Act Aug. 27, 1949, 
see 1949 U S.Code Cong.Service, p. 1876. 


§ 3945. Repealed. Oct. 31, 1951, c. 654, § 1(53), 65 Stat. 703. 


Historical Note 


Section Frior To Repeal: 

“8 3945. Fayment of advertising, sta- 
tionery, and postage expenses 

“Tliere shall be paid, after the account 
thereof has been rendered to and ap- 
proved by the General Accounting Office, 
to each collector, his necessary and rea- 
sonable charges for advertising, station- 
ery, and blank books used in the per- 


formance of his official duties, and for 
postage actually paid on letters and doc- 
uments received or sent and exclusively 
relating to official business, but no such 
account shall be approved or allowed 
unless it states the date and the par- 
ticular items of every such expenditure, 
and shall be verified by the oath of the 
collector. 63 Stat. 482.” 


SUBCHAPTER B. — ^ACCOUNTS, RECORDS, AND REPORTS 

§ 3950. Charges and credits 

(a) Charges. Every collector shall he charged with — 

(1) Taxes. The whole amount of taxes, whether contained in lists 
transmitted to him by the Commissioner, or by other collectors, or de- 
livered to him by his predecessor in oflOice, and the additions thereto; 

(2) Stamps. The par value of all stamps deposited with him; and 

(3) Moneys. All moneys collected for penalties, forfeitures, fees, or 
coats. 

(b) Credits. Every collector shall be credited with — 

(1) Payments into Treasury. Ail payments into the Treasury made 
as provided by law; 

(2) Returned stamps. All stamps returned by him uncancelled to the 
Treasury; 

(3) Taxes transmitted to other collectors. The amount of taxes con- 
tained in the lists transmitted in the manner provided in section 3651 
(b) to other collectors, and by them receipted as therein provided; 

(4) Taxes of Insolvent or absconded persons. The amount of the 
taxes of such persons as may have absconded or become insolvent, prior 
to the day when the tax ought, according to the provisions of law, to 
have been collected; 
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(6) Uncollected taxes transterred to successor. All uncollected taxes 
transferred by him or by his deputy acting as collector to his successor 
in office: Provided, That it shall be proved to the satisfaction of the Com- 
missioner, who shall certify the facts to the General Accounting Office, 
that due diligence was used by the collector; and 

(6) Property purchased for United States. The amount of all prop- 
erty purchased by him for the use of the United States, provided he 
faithfully account for and pay over the proceeds thereof upon a resale 
of the same as required by law. 63 Stat. 482. 

§ S951. Quarterly revenue account 

Collectors shall render their revenue accounts quarterly. 63 Stat. 
482. 

§ 3952. Monthly collection statement 

Every collector shall, at the expiration of each month after he com- 
mences his collections, transmit to the Commissioner a statement of the 
collections made by him within the month. 53 Stat. 482. 

§ 3953. Monthly account of goods in bond 

(a) Goods stored in bond. Every collector who has charge of any 
warehouse in which distilled spirits or articles are stored in bond shall 
render a monthly account of all such articles to the Commissioner, by 
whom such account shall be examined and adjusted monthly, so as to 
exhibit a true statement of the responsibility of such collector thereon. 
In adjusting such account, the collector shall be charged with all the 
articles which may have been deposited or received under the provisions 
of law, in any warehouse in his district and under his control, and shall 
be credited with all such articles shown to have been removed therefrom 
according to law, including transfers to other collectors and to his suc- 
cessor in office, and also whatever allowances may have been made in 
accordance with law to any owner of such goods or articles for leakage 
or other losses. 

(b) Distilled spirits, tobacco, snuff, and cigars shipped in bond. Every 
collector from whose district any distilled spirits, tobacco, snuff, or cigars 
are shipped in bond, under the provisions of this title, shall render a 
monthly account of the same to the Commissioner, showing the amount 
of each article produced and shipped in bond, the amounts of which the 
exportation is completed according to law, and the amount remaining un- 
accounted for at the end of each month; also any excesses or deficiencies 
on the amount originally reported as shipped. 

(c) Transfer of powers and duties 

For transfer of powers and duties of Commissioner and Ms agents in respect to 
distilled spirits, see section 3170, 

63 Stat. 483. 

§ 3954. Other accounts 

For provisions relating to — 

Accounts in general— Monthly rendition, see B.S. 86^ as amended by Act of July 
31, 1801, c. 174, S 12, 28 Stat. 209 and June 10, 1921, c. IS, § 304, 42 Stat. 24 (I7.S.C., 
Title 31, $ 496) ; period for transmission to Washington, see Act of July 31, 1894, c, 
174, § 12, 28 Stat. 209 as amended by Act of March 2, 1893, c. 177, I 4, 28 Stat. 807 and 
June 10, 1921, c. 18, § 304, 42 Stat. 24 (U.S.C., Title 31, § 78) ; entry of each receipt 
and payment, see K.^ 3643 (XJ.S.C., Title 31, j} 625) ; allocation to approprlatiojo, see 
E.S. 3623 (XJ.S.C., Title 31, § 498) j delinquency in rendition, see seCtdon 3975. 

Account of taxes and penalties assessed, see section 3641. 

53 Stat. 483. 
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§ 3955. Reports concerning misconduct of officers and agents 
It shall be the duty of every collector to report to the Commissioner 
in writing any neglect of duty, incompetency, delinquency, or malfeasance 
in office of any internal revenue officer or agent of which he may obtain 
knowledge, with a statement of all the facts in each case, and any evi- 
dence sustaining the same. 53 Stat. 483. 


SITBCHAPTER C. — POWERS AND DUTIES 

§ 3060. Superintendence of exports and drawbacks 

In any port of the United States where there is more than one col- 
lector of internal revenue, the Secretary may designate one of them to 
have charge of all matters relating to the exportation of articles subject 
to tax under Internal revenue laws; and at any port where he may deem 
it necessary, there shall be appointed by him an officer to superintend all 
matters of exportation and drawback, under the direction of the col- 
lector. The compensation of the officer last named shall be prescribed 
by the Secretary. At any port where there Is no superintendent of ex- 
ports, all the duties and services required of such officers shall be per- 
formed by the collector of internal revenue designated to have charge of 
exportation. All the books, papers, and documents in the bureau of 
drawbacks in the respective ports, relating to the drawback of taxes paid 
under the internal revenue law, shall be delivered to the collector in 
charge of exportation. 63 Stat. 483. 

§ 3961. OoUcctlou 

Por provisions relating to— 

Authority to collect — Taxes generally, see section 3651(a) (1); taxes certified by 
Commissioner, see section 3641; taxes certified by another collector, see sec- 
tion 3051(b). 

Enforcement of law and regulations, see section 3654(a). 

Distraint, see subchapter C of chapter 36. 

Seissure and forfeiture, see subchapter D of chapter 86. 

Kesponsibility for acts or omissions of deputy collectors, see section 3654(b). 
53 Stat. 484. 

§ 3962. Completion of collections 

(a) Accounts generally. Every collector shall complete the collection 
of all sums assigned to him for collection and shall pay over the same 
into the Treasury. 

(b) Predecessor collector’s accounts. In case of the death, resigna- 
tion, or removal of any collector, all lists and accounts of taxes uncol- 
lected shall be transferred to his successor in office as soon as such suc- 
cessor is appointed and qualified, and it shall be the duty of such suc- 
cessor to collect the same. 53 Stat. 484. 

§ 3963. Stamp supply 

Eor provision® relating to— 

Tobacco and snuff, see section 2103. 

Cigars and cigarettes, see section 2X12(c)« 

Playing cards, see section 1832. 

53 Stat. 4S4. 

§ 3964. Information and returns 

fi'or provisions relating to— ^ ^ 

Convass i of districts for taxable persons and objects, see section 3600. 

Entry of premises for examination of taxable objects, see section 3601(a). 

Preparation and execution of lists or returns for taxpayer, see sections 3611(a) 

(2), 3612, and 8613, 

Notice requiring list or return, see section 3611(e). 

Hxtension of time for filing miscellaneous tax returns, see section 8634. 

53 Stat. 484. 

1 So in original. Probably shonld read ‘‘canvass.’* 
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§ 3965. Administration of oaths and taking of testimony 

(a) In general 

See section 3632, 

(b) Oaths to expense accounts. Collectors are required, empowered^ 
and authorized, when requested, to administer oaths, required by law or 
otherwise, to accounts for travel or other expenses against the United 
States, with like force and effect as officers having a seal; for such serv- 
ices when so rendered no charge shall be made; and no fee or money 
paid for the services herein described shall be paid or reimbursed by the 
United States. 63 Stat. 484. 

§ 3966. Tobacco, smiff, cigars, and cigarettes 

For provisions relating to — , 

Approval of bonds— Tobacco and snnfl manufacturers, see section 2013; cigar 
and cigarette manufacturers, see section 2033 ; leaf tobacco dealers, see sec- 
tion 2053; peddlers, see section 2073. 

Issuance of certificates— Tobacco and snuff manufacturers, see section 2014; 
leaf tobacco dealers, see section 2054; peddlers, see section 2074. 

Assignment of factory or trade number — Tobacco and snuff manufacturers, see 
section 2016; cigar and cigarette manufacturers, see section 2035; leaf tobacco 
dealers, see section 2054. 

Examination of inventory — Tobacco and snuff manufacturers, see section 2017; 
cigar and cigarette manufacturers, see section 2036. 

Examination of sales statements of dealers, see section 2058. 

53 Stat. 484. 

§ 3967. Prohibition, upon discharge of another collector’s duties 

No collector shall be detailed or authorized to discharge any duty 
imposed by law upon any other collector, 53 Stat. 484. 


SUBCHAPTER D. — COVERING OP COLIiECTIONS INTO THE 

TREASURY 

§ 3970. Depositories for collections 

The Secretary is authorized to designate one or more depositories in 
each State, for the deposit and safe-keeping of the money collected by 
virtue of the internal revenue laws; and the receipt of the proper officer 
of such depository to a collector for the money deposited by him shall 
be a sufficient voucher for such collector in the settlement of Ms accounts 
at the Treasury Department. 63 Stat, 486. 

§ 3971. Deposit of collections 

(a) General rule. Except as provided In subsection (b), the gross 
amount of all taxes and revenues received under the provisions of this 
title, and collections of whatever nature received or collected by author- 
ity of any internal revenue law, shall be paid daily into the Treasury of 
the United States under instructions of the Secretary as internal revenue 
collections, by the officer receiving or collecting the same, without any 
abatement or deduction on account of salary, compensation, fees, costs, 
charges, expenses, or claims of any description. A certificate of such 
payment, stating the name of the depositor and the specific account on 
which the deposit was made, signed by the Treasurer, designated deposi- 
tary, or proper officer of a deposit bank, shall be transmitted to the Com- 
missioner. 

(b) Exceptions 

(1) Sums offered in compromise. Sums offered in compromise under 
the provisions of section 3761; 

( 2 ) Sums offered for purchase of real estate. Sums offered for the 
purchase of real estate under the provisions of section 3796; and 
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(S) Surplus proceeds in distraint sales. Surplus proceeds in any dis- 
traint sale, after making allowance for the amount of the tax, interest, 
penalties, and. additions thereto, and for costs and charges of the dis- 
traint and sale — shall be deposited with the Treasurer of the United 
States in a special deposit account In the name of the collector making 
the deposit. Upon acceptance of such offer in compromise or offer for 
the purchase of such real estate, the amount so accepted shall be with- 
drawn by the collector from his special deposit account with the Treasurer 
of the United States and deposited in the Treasury of the United States 
as internal revenue collections. Upon the rejection of any such offer, 
the Commissioner shall authorize the collector, through whom the amount 
of such offer was submitted, to refund to the maker of such offer the 
amount thereof. In the case of surplus proceeds from distraint sales the 
Commissioner shall, upon application and satisfactory proof in support 
thereof, authorize the collector through whom the amount was received 
to refund the same to the person or persons legally entitled thereto. 53 
Stat. 485. 


SUBCHAPTER E, — DISTRAINT AGAINST DELINQUENT COLLECTOR 

§ 3975. Warrant of distress 

When any collector fails either to collect or to render his account, or 
to pay over in the manner or within the times provided by law, the Gen- 
eral Accounting Office shall. Immediately after evidence of such delin- 
quency, report the same to the General Counsel for the Treasury De- 
partment, who shall issue a warrant of distress against such delinquent 
collector, directed to the marshal of the district, expressing therein the 
amount with which the said collector is chargeable, and the sums, If any, 
which have been paid over by him, so far as the same are ascertainable, 
63 Stat. 486. 

g 3976. Sale of personal property 

(a) Authorization and procedure. The said marshal shall, himself, 
or by his deputy, immediately proceed to levy and collect the sum which 
may remain due, with 6 per centum thereon, and all the expenses and 
charges of collection, by distress and sale of the goods and chattels, or 
any personal effects of the delinquent collector, giving at least five days" 
notice of the time and place of sale, In the manner provided by law for 
advertising sales of personal property on execution in the State wherein 
such collector resides. 

(b) Bill of sale. The bill of sale of the officer of any goods, chattels, 
or other personal property, distrained and sold as aforesaid, shall be 
conclusive evidence of title to the purchaser, and prima facie evidence 
of the right of the officer to make such sale, and of the correctness of 
his proceedings in selling the same. 63 Stat. 486. 

g 3977. Sale of real property 

(a) Authorization and procedure. For want of goods and chattels, 
or other personal effects of such collector, sufficient to satisfy any war- 
rant of distress, issued as aforesaid, the real estate of such collector, or 
so much thereof as hiay be necessary for satisfying the said warrant, after 
being advertised for at least three weeks next before the time of sale, 
in not less than three public places in the collection district, and In one 
newspaper printed in the county or district, if any there be, shall be 
sold at public auction by the marshal or his deputy. 

(fe) Deed of eonveyaince. (Tpon such sale, the marshal shall make and 
deliver to th© purchaser of ihe premises sold a deed of conveyance there- 
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of, to be execnted and acknowledged in tbe manner and form prescribed 
by the laws of the State in which said lands are situated, and said deed 
so made shall invest the purchaser with all the title and interest of the 
defendant named in said warrant, existing at the time of the seizure 
thereof. 5S Stat. 486. 

§ 3978. Disposition of proceeds of sale 

All moneys that may remain of the proceeds of such sale of personal 
or real property, after satisfying the said warrant of distress, and pay- 
ing the reasonable costs and charges of sale, shall be returned to the 
proprietor of the property sold as aforesaid. 53 Stat. 486, 

CHAPTER 42.--DEPUTY COLLECTORS OF INTERNAL 

REVENUE 

Sec. 

3990. Number, appointment, and compensation. 

3991. Revocation of appointment. 

3992. Bonds. 

3993. Collection authority. 

3994. Detail to other collection districts. 

399 5. Deputy as acting collector. 

3996. Retention of deputies pending appointment of successor collector. 

3997. Administration of oaths. 

§ 3990. Number, appointment, and compensation 
Each collector shall be authorized to appoint, by an Instrument in 
writing under his hand, as many deputies as he may think proper, to be 
compensated for their services by such allowances as shall be made by 
the Secretary, upon the recommendation of the Commissioner: Provided, 
That the Secretary, on the recommendation of the Commissioner, be au- 
thorized to make such further allowances, from time to time, as may 
be reasonable, in cases in which, from the territorial extent of the dis- 
trict, or from the amount of Internal revenue taxes collected, it may 
seem just to make such allowances; but no such allowance shall be 
made if more than one year elapsed since the close of the fiscal year 
in which the services were rendered. 53 Stat. 487. 

§ 3091. Revocation of appointment 

Each collector shall have power to revoke the appointment of any dep- 
uty, giving such notice thereof as the Commissioner may prescribe. 53 
Stat, 487. 

§ 3992. Bonds 

Each collector shall have power to require and accept bonds or other 
securities from any deputy; and actions upon such bonds may be brought 
in any appropriate district court of the United States; which courts shall 
have jurisdiction of such actions concurrently with the courts of the sev- 
eral States. 53 Stat. 487. 

§ 3993. Collection authority 

For authority of deputy collector to collect the taxes levied or assessed within the 
portion of the district assigned to him, see section 3054(b). 

53 Stat. 487. 

§ 3994. Detail to other collection districts 

(a) Authorimtion. The Commissioner Is authorized to detail deputy 
collectors in one district for special duty in other districts. 
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<b) Payment of compensation. The deputy collectors so detailed shall 
he paid with respect to the district for which they are appointed and for 
which the allowance for their salary and expenses is made, the same as 
if all their services had been performed and expenses incurred in that 
district. 53 Stat. 487. 

§ 3995. Deputy as acting collector 

(a) Sickness, absence, or temporary disability of collector. In case 
of the sickness or absence of a collector, or in case of his temporary dis- 
ability to discharge his duties, they shall devolve upon his senior deputy, 
unless he shall have devolved them upon another of his deputies; and 
for the official acts or defaults of such deputies the collector and his 
sureties shall be held responsible to the United States. 

(b) Vacancy in the office of collector. In case of a vacancy occurring 
in the office of collector, and until a successor is appointed, the deputy 
of such collector senior in service shall discharge all the duties of col- 
lector; and of two or more deputies appointed on the same day, the 
one residing nearest the residence of the collector when the vacancy 
occurred shall discharge the said duties until another collector is ap- 
pointed. When it appears to the Secretary that the interest of the Gov- 
ernment so requires, he may, by his order, direct the said duties to be 
performed by such other one of the said deputies as he may designate. 

(c) Liability on bonds 

(1) Collector’s bonds. For the official acts and defaults of the deputy 
upon whom said duties are devolved, remedy shall be had on the official 
bond of the collector, as in other cases. 

(2) Deputy collector’s bond. Any bond or security taken from a 
deputy by a collector, pursuant to section 3992 of this chapter, shall be 
available to his legal representatives and sureties to indemnify them 
for loss or damage accruing from any act or omission of duty by the 
deputy so continuing or succeeding to the duties of such collector. 

(d) Salary in case of vacancy in collector’s office. Any deputy col- 
lector who has performed or may perform, under authority of law, the 
duties of any collector in consequence of a vacancy in the office of said 
collector, shall be entitled to receive the salary and office expenses al- 
lowed by the Secretary to such collector. And such deputy shall not be 
debarred from receiving such salary and office expenses by reason of the 
holding of another Federal office by said collector during the time for 
which such deputy acts as collector. But all payments to such deputy 
collector shall be upon duly audited vouchers. 53 Stat. 487. 

§ 3996. Betcntion of deputies pending appointment of successor 
collector 

In the case of a vacancy occurring in the office of collector, the depu- 
ties of such collector shall continue to act until his successor is appoint- 
ed. 63 Stat. 488. 

§ 3907. Adndrdstration of oaths 

For authority of deputy collectors to administer oaths, see section 363Z 
53 Stat. 488. 
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Sec. 

4000. Appointment 

4001. Assignment to duty^ 

4002. Post Of duty. 

4003. Powers and duties. 

§ 4000, Appointment 

The Commissioner may, whenever in his Judgment the necessities of 
the service so require, employ competent agents, who shall he known 
and designated as internal revenue agents, and, except as provided for 
in this title, no general or special agent or inspector of the Treasury 
Department in connection with internal revenue, by whatever designa- 
tion he may be known, shall be appointed, commissioned, or employed. 
53 Stat. 489. 

§ 4001. Assignment to duty 

The Commissioner may, at his discretion, assign any agent whose 
employment is authorized by the preceding section to duty under the 
direction of any officer of internal revenue, or to such other special duty 
as he may deem necessary. 53 Stat. 489. 

§ 4002. Post of duty 

(a) In general 

For authority of Commissioner to determine and designate the posts of duty 
of employees of the internal revenne service engaged in field work or traveling, see 
section 4040. 

(b) Duty in Washington 

For authority of Commissioner to assign internal-revenue agents to duty In Wash- 
ington, see section 3901(b). 

53 Stat 489. 

§ 4003. Powers and duties 

(a) Entry of premises for examination of taxable objects. The agents 
whose employment is authorized by this chapter shall have all the pow- 
ers of entry and examination conferred upon any officer of internal reve- 
nue by section 3501 and sections 2828, 2839, and 2857, and all the pro- 
visions of said sections, including those imposing fines, forfeitures, pen- 
alties. or other punishments for the enforcement thereof, shall be applica- 
ble to the action of internal-revenue agents, in the same manner as If 
such agents were specially named in each of said sections. 

(b) Report of delinquency or malfeasance of ofiScers Or agents. It 
shall be the duty of every internal revenue agent to report to the Com- 
missioner in writing any neglect of duty, incompetency, delinquency, or 
malfeasance in office of any internal revenue officer or agent of which he 
may obtain knowledge, with a statement of all the facts in each case, and 
any evidence sustaining the same. 

(c) Enforcement of law and regulations 

For provisions requiring internal -revenue agents to see that afi laws and regula- 
tions relating to the collection of internal-revenue taxes are complied, with, see sec- 
tion 3654(c). 

(d) Administration of oaths 

For authority of internal-revenue agents to administer oaths, §ee section 3632(al 

( 1 ). 

(o) Inspection of certificate of peddler of tobacco 

For authority of internal -revenue agents to demand production of and inspect the 
collector’s certificate for peddlers of tobacco, see section 2192. 

53 Stat. 489. 
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CHAPTER 44.— STOREKEEPER^GAUGERS 


Sec. 

4010. Appointment and bond. 

4011. Compensation. 

4012. Post of duty. 

4013. Assignment, 

4014. Transfer. 

4015. Detail to other districts. 

4016. Suspension. 

4017. Daily gauging return. 

4018. Engagement in other business, 

4019. Leave of absence. 

4020. Temporary charge of warehouses. 

4021. Penalties. 

4022. Rules and regulations. 

§ 4010. Appointment and bond 

(a) Requirement. There shall be appointed by the Secretary such num- 
ber of storekeeper-gaugers as may be necessary, who shall each take an 
oath faithfully to perform his duties, and shall give bond, with one or 
more sureties, satisfactory to the Commissioner, for the faithful discharge 
of the duties assigned to him by law or regulations; and the penal sum of 
said bond shall not be loss than $6,000, and said bond shall be renewed or 
strengthened as the Commissioner may require. 

(b) Transfer of powers and duties 

For transfer of powers and duties of Commissioner and his agents, see section 3170. 
53 Stat. 491. 

§ 4011. Oomponsatlon 

(a) Salary. All storekeeper-gaugers shall be full-time employees, paid 
upon a per annum basis. No person who was employed as a storekeeper- 
gauger on April 1, 1929, shall be paid at a rate less than the rate upon 
which his per diem compensation was based at such time; and no person 
entering upon such employment after such time shall be paid at a rate 
less than the minimum rate upon which per diem compensation of store- 
keeper-gaugers was based on April 1, 1929. 

(b) TraveMug expenses. Storekeeper-gaugers, when traveling to or 
from assignments, or when transferred from one assignment to another, 
either in the same district or in different districts, shall receive actual and 
necessary traveling expenses. 

(c) Subsistence 

For subsistence allowed, see section 4012. 

53 Stat. 491. 

§ 4012. Post of duty 

(a) Principal station. The Commissioner shall designate for each 
storekeeper-gauger a principal station, which shall be held to be the 
designated post of duty of such employee for the purposes of the Travel 
Expense Act of 1949, ahd which shall, wherever practicable, be at or near 
the place of bona fide residence of such employee. Such principal station 
may be changed from time to time by the Commissioner as circumstances 
may require, A storekeeper-gauger, when on detail in emergency cases 
or assignments in the administrative district wherein he is regularly com- 
missioned, shall be allowed subsistence, at well as when detailed for 
tpecial duty In any other or outside district 

1013 



PERSONNEL 


§4012 

(b) Transfer af powers and duties 

For transfer of powers and duties of Commissioner and his agents, see section 3170. 
53 Stat, 491, amended June 9, 1949, c. 185, § 9, 63 Stat. 9, 

Historical Not© 

Beferences in Text. The Travel Bx- 1949 Amendment. Subsec. (a) amended 
pense Act of 1949, referred to in subsec. by Act June 9, 1949, which substituted 
(a), is classified to sections 835-S42 of the Travel Expense Act of 1949 in lieu 
Title 5, Executive Departments and Gov- of the Subsistence Expense Act of 1926, 
ernment OJfflcers and Employees. c. 457, 44 Stat. 688 (U.S.C.A. Title 6, c. 

16) as amended. 

§ 4013. Assignment 

(a) To bonded warehouses. One or more storekeeper-gaugers shall 
be assigned by the Commissioner to every internal revenue bonded ware- 
house established by law. 

(b) To fruit distilleries and wineries 

For authority to assign a storekeeper-gauger to a fruit distillery or winery, see 
section 3042. 

(c) To special duty. Storekeeper-gaugers, when not employed upon 
their regular duties, may be assigned to such duties as the Commissioner 
shall designate. 

(d) Transfer of powers and duties 

For transfer of powers and duties of Commissioner and his agents, in respect to 
liquor, see section 3170. 

53 Stat. 492. 

§ 4014. Transfer 

(a) Authorization. The Commissioner may transfer any storekeeper-- 
gauger from one distillery, warehouse, or other place of duty, or from one 
collection district to another. 

(h) Transfer of powers and duties 

For transfer of powers and duties of Commissioner and his agents, in respect to- 
liquor, see section 3170. 

53 Stat. 492. 

§ 4015. Detail to other districts 

(a) Autliorization. The Commissioner is authorized to detail store- 
keeper-gaugers appointed in one district for special or regular duty in. 
other districts. 

(h) Accounts, The accounts of storekeeper-gaugers so detailed shalh 
be adjusted and paid in the district where they are appointed the same 
as if assigned to regular duty, without regard to the number of districts- 
in which they may have been employed in any one month, the same as if 
all their services had been performed and expenses incurred In the district 
in which appointed, and the order of the Commissioner transferring store- 
keeper-gaugers to special work shall be accepted by the General Account- 
ing Office as full authority for proper expenses incurred by said store- 
keeper-gaugers while so assigned. 

(c) Transfer of powers and duties 

For transfer of powers and duties of Commissioner and Ids agents, in respect to- 
liquor, see section 8170. 

63 Stat. 492. 

§ 4016. Suspension 

(a) Authorization. The Commissioner may, by notke In writing, aw«- 
pend from duty any storekeeper-gauger, 
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(b) Transfer of powers and duties 

For transfer of powers and duties of Commissioner and Ms agents, in respect to 
liquor, see section 3170. 

53 Stat. 492. 

§ 4017. Daily gauging return 

(a) Requirement. Every storekeeper-gauger shall, under such regu- 
lations as may be prescribed by the Commissioner, make a daily return 
to the collector of his district giving a true account in detail of all articles 
gauged and proved or inspected by him, and for whom, and the number 
and kind of stamps used by him, 

(b) Transfer of powers and duties 

For transfer of powers and duties of Commissioner and his agents, in respect to 
liquor, see section 3170. 

53 Stat. 492. 

§ 4018. Engagement in other business 

No storekeeper-gauger shall be engaged in any other business while in 
the service of the United States, without the written permission of the 
Commissioner, 53 Stat. 493. 

§ 4019. Deave of absence 

The general provisions of law relating to annual leave of absence and 
sick leave of employees in the executive departments shall apply to store- 
keeper-gaugers. 63 Stat. 493. 

§ 4020. Temporary cliarge of warehouses 

(a) Authorization. In case of the absence by reason of sickness or 
other cause of any storekeeper-gauger assigned to an internal revenue 
bonded warehouse under subsection (a) of section 4013, the collector 
having control of the warehouse may designate a person to have temporary 
charge thereof, who shall, during such absence, perform the duties and 
receive the pay of the storekeeper-gauger for the time he may be so em- 
ployed, and shall for any violation of the law be subject to the same pun- 
ishment as storekeeper-gaugers. 

(b) Transfer of powers and duties 

For transfer of powers and duties of Commissioner and Ms agents, in respect to 
liquor, see section 8170. 

63 Stat. 493. 

§ 4021. Penalties 

(a) Delegation of duties. Whenever any storekeeper-gauger employs 
.any owner, agent, or superintendent of any distillery or internal revenue 
bonded warehouse, or any person in the service of such owner, agent, or 
superintendent, or any rectifier or wholesale liquor dealer, or any person 
in the service of such rectifier or wholesale liquor dealer, to use his brands 
or to discharge any of the duties imposed upon him by law, he shall, for 
each offense so committed, be subject to a fine of not more than $1,000. 
This subsection shall not apply in any case in which the use of the store- 
keep er-gauger*s brand or the discharge of his duties by another has been 
directed by the Commissioner with the approval of the Secretary under 
.authority of law* 

(b) Frat^dulent inspection, gauging, or proof. Every storekeeper- 
gauger who makes any false or fraudulent inspection, gauging, or proof, 
shall pay a penalty of $1,000, and be fined not less than $500 nor more 
than $6,000, and imprisoned not less than three months nor more than 
Jthree years. 
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(c) TTnlawfial removal of distilled spirits from bonded warebonse 
For penalty imposed for unlawfully removing or permitting to be removed dis- 
tilled spirits from a bonded warehouse, see section 2913. 

53 Stat 493. 

§ 402S. Rules and regulations 

Tlie Commissioner, with, the approval of the Secretary, may prescribe 
such rules and regulations as may be necessary or proper to carry out the 
provisions of sections 4011, 4012, 4013(c), and 4019. 53 Stat. 493. 


CHAPTER 45.— INTERNAL REVENUE INSPECTORS 


Sec. 

4030. Limitation on appointment. 

4031. Transfer. 

4032. Suspension. 

4033. Entry of premises for examination of taxable objects. 

§ 4030. Limitation on appointment 
For limitation on appointment of inspectors, see section 4000. 

53 Stat. 494. 

§ 4031. Transfer 

(a) Authorization. The Commissioner may transfer any Inspector 
from one distillery or other place of duty, or from one collection district, 
to another. 

(b) Transfer of powers and duties 

For transfer of powers and duties of Commissioner and his agents, in respect to 
liquor, see section 3170. 

53 Stat. 494. 

§ 4032. Suspension 

The Commissioner may, by notice In writing, suspend from duty any 
inspector. 63 Stat. 494. 

§ 4033. Entry of premises for examination of taxable objects 

For authority of inspectors to enter premises for the examination of taxable ob- 
jects, see section 3001, 

53 Stat. 494. 


CHAPTER 46.— MISCELLANEOUS PROVISIONS 


Sec. 

4040. Posts of duty of employees in field service or traveling. 

4041. Issue of instructions, regulations, and forms. 

4042. Suits for damages by internal revenue officers or agents. 

4043. Actions against revenue officers. 

4044. Administration of oaths and taking of testimony. 

4045. Special authorizations to make seizures, 

4046. Statement of fees, charges, and allowances. 

4047. Penalties. 

4048. Extended application of penalties relating to Internal revenue 

officers. 

§ 4040. Posts of duty of employees in field service or traveling 
The Commissioner shall determine and designate the posts of duty of 
all employees of the internal revenue service engaged In field work or 
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tirayeling on official business outside of the District of Columbia. $3 Stat. 
495. 


§ 4041. Issue of instructions, regulations, and forms 

(a) In general. The Secretary shall prescribe forms of entries, oaths, 
bonds, and other papers, and rules and regulations, not inconsistent yrith 
law, to be used under and in the execution and enforcement of the various 
provisions of the internal revenue laws; and he shall give such directions 
to collectors and prescribe such rules and forms to be observed by them 
as may be necessary for the proper execution of the law. 

(b) Receipt of TJnited States securities 

For authority of the Secretary to issue instructions and regulations governing the 
receipt by collectors and others of United States securities, see B.S. 251 (U.S.C., Title 
31, S 427). 

S3 Stat. 496. 

§ 4042. Suits for duunages by luteirual reveoiUe officers or agents 

If any officer appointed under' and by virtue of' any act to provide 
internal revenue, or any person acting under or by authority of any such 
officer, shall receive any injury to his person or property, in the discharge 
of his duty, under any law of the United States for the collection of taxes, 
be shall be entitled to maintain suit for damage therefor, in the district 
court of the United States, in the district wherein the party doing the 
Injury may reside or shall be found. The provisions of this section shall 
apply to internal revenue agents as fully as to internal revenue officers. 
63 Stat. 496. 


§ 4043. Actions against revenue officers 

For authority of revenue officers to have civil suits or criminal prosecutions com- 
menced against them in a State court transferred to a district court, see section 33 of 
the Judicial Code as amended by the Act of Aug. 23, 1916, c. 399* 39 Stat. 532. 

S3 Stat. 496. 

Historical Note 


Bcfcronocs In Text, Section 83 of the 
JTudklal Code as amended by the Act 
of Aug, 23, 1016, c. 399, 89 Stat. 632, re- 
ferred to In the text, was repealed by 


Act June 25, 1948, c. 646, § 39, 62 Stat, 
902, and is now covered by sections 
1442, 1446 and 144T of Title 28, Judiciary 
and Judicial Procedure. 


§ 4044. Administration of oaths and talcing of testimony 
For authority of collectors, deputy collectors, internal revenue officers, and internal 
revenue agents to administer oaths and take testimony, see section 3632. 

63 Stat. 495. 


§ 4045 . Special authorlasations to make seizures 

For special authorization by the Commissioner to Internal revenue officers to make 

seizures, see section 3720(b). 

63 Stat. 495. 


§ 4046. Statement of fees, charges, and allowances 
Every internal revenue officer, whose payment, charges, salary, or com- 
pensation are composed, wholly or in part, of fees, commissions, allow- 
ances, or rewards, from whatever source derived, shall be required to 
render to the Commissioner, under regulations to be approved by the 
Secretary, a statement under oath setting forth the entire amount of such 
fees, commissions, emoluments, or rewards of whatever nature, or from 
whatever source received, during the time for which said statement is 
rendered; and any false statement knowingly and willfully rendered under 
the requirements of this section, or regulations established in accordance 
therewith, shall be deemed willful perjury and punished in the manner 
provided by law for the crime of perjury. And any neglect or omission 
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to render such statement when required shall be punished by a fine ot 
not less than $200, nor more than ?500. In the discretion of the court. 
53 SUt. 496. 

§ 4047. Penalties 

(a) Disclosure of Information by officers and employees of the Dnlted 

Sta.tes 

(1) Operations of manufacturer or producer. It shall be unlawful for 
any collector, deputy collector, agent, clerk, or other officer or employee of 
the United States to divulge or to make known in any manner wnatever 
not provided by law to any person the operations, style of work, or appara- 
tus of any manufacturer or producer visited by him in the discharge of 
his official duties; and any offense against the foregoing provision shall 
he a misdemeanor and be punished by a fine not exceeding $1,000 or by 
imprisonment not exceeding one year, or both, at the discretion of the 
court; and the offender shall he dismissed from office or discharged from 
employment. The provisions of this paragraph shall apply to internal 
revenue agents as fully as to internal revenue officers, 

(2) Income tax data 

Pot penalty for disclosing Income tax data, see section 66(f) (1). 

(b) Interest of internal revenue officer or agent in tobacco or liquor 
production. Any internal revenue officer or internal revenue agent inter- 
ested. directly or indirectly, in the manufacture of tobacco, snuff, or 
cigars, or in the production, rectification, or redistillation of distilled 
spirits, shall be dismissed from office; and every officer or agent so inter- 
ested in any such manufacture or production, rectification, or redistilla- 
tion, or in the production of fermented liquors, shall be fined not less than 
$600 nor more than $6,000. 

(c) Issue of stamps by collector before payment. Any collector, or any 
deputy collector or other employee of, or person acting for such collector, 
who shall issue any stamp or stamps indicating the payment of any 
internal-revenue tax before payment in full therefor has been made to 
the officer or person issuing the same, shall be deemed guilty of a misde- 
meanor and shall be fined for each stamp thus issued an amount equal to 
the face value thereof, in addition to the liability of the collector on his 
official bond on account of such stamp; and such collector, deputy col- 
lector, or employee shall be dismissed from office, 

(d) Demand or acceptance of bribes by United States attorneys or mar- 
shals. Every United States attorney or marshal who demands, or accepts, 
or attempts to collect, directly or indirectly, as payment or gift or other- 
wise, any sum. of money or other property of value for the compromise, 
adjustment, or settlement of any charge or complaint for any violation or 
alleged violation of any provision of the Internal revenue laws, except as 
expressly authorized by law to do so, shall be held to be guilty of a mis- 
demeanor, and shall be fined in double the sum or value of the money or 
property received or demanded, and be imprisoned for not less than one 
nor more than ten years. 

(6) Other unlawful acts of revenue officers or agents. Every officer 
or agent appointed and acting under the authority of any revenue law of 
the United States — - 

(1) Who is guilty of any extortion or willful oppression under color of 
law; or 

(2) Who knowingly demands other or greater sums than are author- 
ized by law, or receives any fee, compensation, or reward, except as by 
law prescribed, for the performance of any duty; or 

(3) Who willfully neglects to perform any of the duties enjoined On. 
him by law; or 
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(4) Who conspires or colludes with any other person to defraud the 
'United States; or 

(5) Who makes opportunity for any person to defraud the United 
States; or 

(6) Who does or omits to do any act with intent to enable any other 
person to defraud the United States; or 

( 7 ) Who negligently or designedly permits any violation of the law by 
any other person; or 

(8) Who makes or signs any false entry in any book, or makes or 
signs any false certificate or return, in any case where he is by law or 
regulation required to make any entry, certificate, or return; or 

(9) Who, having knowledge or information of the violation of any 
revenue law by any person, or of fraud committed by any person against 
the United States under any revenue law, fails to report, in writing, such 
knowledge or information to his next superior officer and to the Commis- 
sioner; or 

(10) Who demands, or accepts, or attempts to collect, directly or 
indirectly, as payment or gift, or otherwise, any sum of money or other 
thing of value for the compromise, adjustment, or settlement of any 
charge or complaint for any violation or alleged violation of law, except 
as expressly authorized by law so to do — 

shall be dismissed from office, shall be fined not less than $1,000 nor more 
than $5,000, and be imprisoned not less than six months nor more than 
three years. The court shall also render judgment against the said officer 
or agent for the amount of damages sustained in favor of the party in- 
jured, to be collected by execution. One half of the fine so imposed shall 
be for the use of the United States, and the other half for the use of the 
informer, who shall be ascertained by the judgment of the court. The 
provisions of this subsection shall apply to internal revenue agents as fully 
as to internal revenue officers. 

(f) Cross references 

ITor penalties relating to statements of fees, charges, and allowances, see section 
4040. 

I'or penalty Imposed for collecting special tax from persons rectifying on prohibited 
premises, see section 32r)0(f) (2). 

53 Stat. 406, amended June 26, 1048, c. 646, § 1, 62 Stat. 909. 

Histoxdoal Note 

Change of Name. Snbsec. (d) catch- attorney" in lieu of "district attorney”, 
line and text amended by Act June 25, See section 601 of Title 28, Judiciary and 
194D, which substituted "United States Judicial Procedure. 

§ 404S. Extended appMcation of penalties relating to internal revenue 
officers 

All provisions of law imposing fines, penalties, or other punishment for 
offenses committed by an internal revenue officer or other officer of the 
Department of the Treasury, or under any bureau thereof, shall apply to 
all persons whomsoever, employed, appointed, or acting under the author- 
ity of any internal revenue law, or any revenue provision of any law of the 
United States, when such persons are designated or acting as officers or 
deputies, or persons having the custody or disposition of any public money. 
53 Stat. 497. 
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SUBTITLE F. — ^THB JOINT COMMITTEE ON INTERNAL 
REVENUE TAXATION 

Chap. 

47. Organization and Membership of the Joint Committee 500tt 

48. Powers and Doties of the Joint Committee — — 5010 


CHAPTER 47 .— ORGANIZATION AND MEMBERSHIP 
OP THE JOINT COMMITTEE 

Sec. 

5000* Autliorlzation. 

5001. Membership. 

5002. Election of chairman and vice-chairman. 

5003. Appointment and compensation of staff. 

5004. Payment of expenses. 

§ 5000. Authorization 

There shall be a joint congressional committee known as the Joint 
Committee on Internal Kevemie Taxation (hereinafter in this subtitle 
referred to as the ''Joint Committee*'). 53 Stat. 501. 

§ 5001. Membership 

(a) Number and selection. The Joint Committee shall be composed of 
ten members as follows: 

(1) From Committee on Finance. Five members who are members of 
the Committee on Finance of the Senate, three from the majority and two- 
from the minority party, to be chosen by such Committee; and 

(2) From Committee on Ways and Means. Five members who are 
members of the Committee on Ways and Means of the House of Represent- 
atives, three from the majority and two from the minority party, to be 
chosen by such Committee. 

(b) Tenure of office 

(1) General limitation. No person shall continue to serve as a member 
of the Joint Committee after he has ceased to be a member of the Com- 
mittee by which he was chosen, except that- — 

(2) Exception. The members chosen by the Committee on Ways and 
Means who have been reelected to the House of Representatives may con- 
tinue to serve as members of the Joint Committee notwithstanding tha 
expiration of the Congress. 

(c) Vacancies^ A vacancy in the Joint Committee — 

(1) Fffect- Shall not affect the power of the remaining members to 
execute the functions of the Joint Committee; and 

(2) Manner of filling. Shall be filled in the same manner as the orig- 
inal selection, except that — 

(A) Adjoarmnent or recess of Congress. In case of a vacancy during 
an adjournment or recess of Congress for a period of more than two 
weeks, the members of the Joint Committee who are members of the Com- 
mittee entitled to fill such vacancy may designate a member of such Com- 
mittee to serve until his successor is chosen by such Committee; and 

(B) Fxph'ation of Congress. In the case of a vacancy after the expira- 
tion of a Congress which would be filled by the Committee on Ways and 
Means, the members of such Committee who are continuing to serve aa 
members of the Joint Committee may designate a person who, immediately 
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prior to such expiration, was a member of such Committee and who is re- 
elected to the House of Representatives, to serve until his succssor is 
chosen by such Committee, 

(d) Allowances. The members shall serve without compensation in 
addition to that received for their services as members of Congress; but 
they shall be reimbursed for travel, subsistence, and other necessary ex- 
penses incurred by them in the performance of the duties vested in the 
Joint Committee, other than expenses in connection with meetings of the 
Joint Committee held in the District of Columbia during such times as the 
Congress is in session- 63 Stat, 501. 

§ 50012s. lEilection of chaiimian and. \dce«(diaiimian 

The Joint Committee shall elect a chairman and vice-chairman from 
among its members, 63 Stat. 502. 

§ 500S. Appointment and compensation <rf staff 

The Joint Committee shall have power to appoint and fix the compensa- 
tion of a clerk and such experts and clerical, stenographic, and other 
assistants as It deems advisable. 63 Stat. 602. 

§ 5004* Payment of expenses 

The expenses of the Joint Committee shall be paid one-half from the 
contingent fund of the Senate and one-half from the contingent fund ol 
the House of Representatives, upon vouchers signed by the chairman oi 
the vice-chairman. 53 Stat. 602. 


CHAPTER 48.— POWERS AND DUTIES OF THE 
JOINT COMMITTEE 


Sec. 

5010. Powers. 

5011. Duties. 

5012. Additional powers to obtain data, 

§ 5010. Powers 

(a) To obtain data and Inspect income returns 

For powers of the Joint Committee to obtain and inspect Income returns, see sec- 
tion 65(d). 

(b) Bdating to hearings and sessions. The Joint Committee, or any 
subcommittee thereof, is authorized — ■ 

(1) To hold. To hold hearings and to sit and act at such places and 
times; 

(a) To require attmdance of witnesses and production of books. To 
require by subpoena (to be issued under the signature of the chairman or 
vice-chairman) or otherwise, the attendance of such witnesses and the 
production of such books, papers, and documents ; 

(8) To administer oaths. To administer such oaths; and 

(4) To take testimony. To take such testimony; as it deems advisable, 

(c) To procure printing and binding. The Joint Committee, or any 
subcommittee thereof, is authorlssed to have such printing and binding done 
as it deems advisable. 

(d) To make expenditures 

(1) OeneraJi authority. The Joint Committee, 6r any subcommittee^ 
thereof, ia authorized to make such expenditures as It deems advisable. 
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(2) liijQiitatioii. The cost of stenographic services in reporting such 
hearings as the Joint Committee may hold shall not he in excess of 25 
cents per hundred words. 63 Stat. 503. 

§ 5011. Duties 

It shall be the duty of the Joint Committee — 

<a) Investigation 

(1) Operation and effects of law. To investigate the operation and 
effects of the Federal system of internal revenue taxes; 

(2) Administration. To investigate the administration of such taxes 
by the Bureau of Internal Revenue or any executive department, establish- 
ment, or agency, charged with their administration; and 

(3) Other investigations. To make such other investigations in respect 
of such system of taxes as the Joint Committee may deem necessary. 

(b) SimplMcation of law 

(1) Investigation of methods. To investigate measures and methods 
for the simplification of such taxes, particularly the income tax; and 

(2) Publication of proposals. To publish, from time to time, for public 
examination and analysis, proposed measures and methods for the sim- 
plification of such taxes. 

(c) Reports. To report, from time to time, to the Committee on 
Finance and the Committee on Ways and Means, and, in its discretion, to 
the Senate or the House of Representatives, or both, the results of its 
investigations, together with such recommendations as it may deem ad- 
visable. 

(d) Cross reference 

For duties of the Joint Committee relating to refunds of income and estate taxes, 
see section 3777. 

53 Stat. 503. 

§ 5012. Additional powers to obtain data 

(a) The Joint Committee on Internal Revenue Taxation or the Chief 
of Staff of such Joint Committee, upon approval of the Chairman or Vice- 
Chairman, is authorized to secure directly from the Bureau of Internal 
Revenue (including the Assistant General Counsel for the Bureau of In- 
ternal Revenue), or directly from any executive department, board, bu- 
reau, agency, independent establishment or instrumentality of the Govern- 
ment, information, suggestions, data, estimates and statistics, for the 
purpose of making investigations, reports and studies relating to internal 
revenue taxation. 

(b) The Bureau of Internal Revenue (including the Assistant General 
Counsel for the Bureau of Internal Revenue), executive departments, 
boards, bureaus, agencies, independent establishments and instrumentali- 
ties are authorized and directed to furnish such information, suggestions, 
data, estimates and statistics directly to the Joint Committee on Internal 
Revenue Taxation or to the Chief of Staff of such Joint Committee, upon 
request made pursuant to this section, 

(c) Subsections (a) and (b) shall be applied In accordance with their 
provisions without regard to Reorganization Plan Numbered 26 of 1960 
or to any other reorganization plan becoming effective on, before, or after 
the date of the enactment of this subsection. Added Oct. 21, 1942, 4:30 

р. m., E. W. T., c. 619, Title V, § 512, 66 Stat. 970, amended Feb. 28, 1961, 

с. 2, 66 Stat. 3. 
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Historical Note 


Befcrences in Text. Beorganlzation 
Plan No. 26 of 1950, referred to in sub- 
sec. (c), is set out as a note preceding 
section 1 of this title. 

Date of enactment of subsec. (c), re- 
ferred to in subsec. (c), was Peb. 28, 
1951. 

1951 Amendment. Subsec. (c) added by 
Act Feb. 28. 1951, 


Text of Amendatory Bevenue Acts. 
Complete original text of Revenue Acts 
amending this section. 1939 to date, see 
volumes “Title 28 — ^Internal Bevenue 
Acts”. 

BegislatiTo History: Por legislative 
history and purpose of Act Peb. 28, 1951, 
see 1951 U.S.Code Cong.Service, p. 1334. 


Bin) OP VOLTJMB 


1023 











